CHAPTER 6
COMMERCIAL PACKAGE POLICY

The Insurance Services Office (ISO) drafted all ofhe policies discussed in the previous chapters.
Many insurance companies use those policies in wigobr in part. The term “ISO form” is a common
expression when referring to these policies. ISO fms fall within the definition of “simplified
language” policies. Below we will discuss commerdigype policies in general as well as specific
coverages applicable to the business being insured.

The commercial package policy program of Insurgeerices Office prescribes that the
combination of any two or more of the 1ISO “simg@filanguage” commercial lines coverage
parts constitutes a commercial package policy. éntggeligible for the homeowner’s program is
not eligible for the commercial package policies.

6.0 COMPONENTS OF A COMMERCIAL PACKAGE POLICY

6.0a COMMON POLICY DECLARATIONS

The declarations of a commercial policy providecesislly the same basic information as the HO
or DP policies. Some of the differences come inditieal coverages associated with commercial
policies. The property being insured being insurey require a coverage specific to the building or
business being operated. These coverages wouist®ég bn the Declarations Page with separate
premiums listed for each coverage.

6.0b COMMON POLICY CONDITIONS — CP 00 90

Commercial Property Conditions Form CP 00 90 is@ibed for use as an essential part of all
policies issued under the ISO commercial propembgram. Form CP 00 90 becomes part of a
complete policy when added to a Declarations Pagemmon policy conditions form, a
coverage form, such as the building and persomgdgaty form, and causes of loss form. Six
conditions are included in the form. Most are eithgbstantially identical to or are revised
versions of conditions contained in the standaedgplicy or in earlier editions of commercial
property forms. As with the DP and HO policies, @@mmercial Package Policy (CPP) includes
a form that contains conditions that are commaalltpackages. They are as follows:
1. Cancellation— requires the insurance company to give adequatiervnotice
2.Charges— the first named insured is granted the right &kenpolicy changes
without the permission of the other namediiad(s)
3. Examination of Books— grants the insurance company the right to doopéri
inspections of the property toa@mend adjustment in value or risk management
4. Premiums — a condition requiring the payment or return @miums
5. Transfer of Rights — states that the insured cannot transfer thditgignder the
policy without the insurer’s passion

6.0c INTERLINE ENDORSEMENTS

Interline Endorsement are endorsements commorveyalecoverage parts. One example would
be the Pennsylvania Cancellation and Non-Renevesigions.

6.0d TWO OR MORE COVERAGE PARTS
The Commercial Package Policy (CPP) allows thergtsto choose from seven coverage parts.

The following are the seven coverage parts, whialy be included in the CPP. The Auto
Coverage Part will not be discussed.
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6.0d TWO OR MORE COVERAGE PARTS

. Commercial Property Coverage Part
. Inland Marine Coverage Part

. Boiler and Machinery Coverage Part
. Farm Coverage Part

. Crime Coverage Part

. General Liability Coverage Part

. Auto Coverage Part

~NOoO o, WNE

6.1 COMMERCIAL PROPERTY COVERAGE PART

The commercial property part provides coverage fowvarious business property exposures. It
consist of the following five (5) elements:

1. Commercial Property Declarations Page

2. Commercial Property Conditions Forms

3. One or More Coverage Forms

4. One or More Cause of Loss Forms

5. Endorsements

6.1a DECLARATIONS PAGE - lists standard information inherent to the Declarat Page
6.1b COMMERCIAL PROPERTY CONDITONS FORM

1. Concealment, Misrepresentation, Fraud +his condition is similar to the concealment or
fraud condition of the standard fire policy butwitlightly different language that, when read
alone, could prove to be moneiting of coverage. It voids coverage should theed insured
commit a fraudulent act or iéthamed insured or any other insured intentior@hceals or
misrepresents a material factualtiee coverage, the covered property, a clainn@named
insured’s interest in the propert

2. Control of Property — this condition provides that:

a. the acts of others beyond the directiocomtrol of the named insured will not affect
coverage

b. when more than one locat®msured under the policy, the breach of any galandition
will affect coverage onlytlwrespect to the location where the breach oecurr

3. Insurance under Two or More Coverages this condition prevents more than one coverage
under a single policy from makewailable double recovery in the event of a ltts#tipulates
that in such a case the actoaut of loss or damage will be the maximum thecyaill
pay.

4. Legal Action Against Us -suit the insurer is predicated upon the insur&discompliance
with the terms of the policy. Bharmore, action by the insured must be broughtimtivo
years following the loss or dgmaNote: this is not two years after formal deofahe claim.
Earlier policies that incorpaatstandard fire policy language gave the insuredyear in
which to bring suit

5. Liberalization — any liberalization of coverage produced by asien of the commercial
property coverage part that tsoiduced during the policy period or in the 45 daseceding its
inception will immediately apply the insured’s unrevised policy, as long as &wsion does
not entail any extra premium.
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6.1b COMMERCIAL PROPERTY CONDITIONS FORM (cont'd)

6. No Benefit to Bailee- insurance provided under the commercial propesticy will not
operate to the benefit of any person or oggiun other than the named insured. In
other words, the policy will maver the liability of a bailee for property in the
possession of the bailee.

7. Other Insurance- this “other insurance” condition reduces all aitons in which the

other insurance might apply to:
a. the existence of other insurance written withsame plan, terms, conditions and
provisions as the commercial property pglioywhich case the policy responds
pro rata by limits
b. the existence of other insurance written onather basis, in which case the
policy respondseasess insurance, even if the insured is unaldeltect under
the other policy

8. Policy Period and Coverage Territory —to be covered under the commercial
property policy, loss or damagest commence during the policy period shown in
the Declarations Page. Loss ralsst commence within the coverage territory,
which includes the United Statesluding its territories and possessions, Canada
and Puerto Rico.

9. Transfer of Rights of Recovery- this condition defines the insurer’s subrogation
rights under the policy whiclisarwhen the insurer makes a payment to or for “any
person or organization”, the eanmsured or any other. The quoted language
preserves the insurer’s subtiogaights with respect to third parties who might
recover for a loss under théqyet-a mortgage or Bailors. It clarifies that the
insurer takes over the subragatights of not only the named insured, but athed t
of any third party claimant. $hill be only to the extent of any payment made to

that third party. The insurediht to waive possible recovery against third geris
retained if the waiver is madéobe a loss or after a loss when the third party is
another insured, a business ovanambntrolled by the insured, owning or contradlin
the insured or a tenant of theumed.

6.1c ONE OR MORE COVERAGE FORMS

One or more coverage forms can be chosen to meeetmsured’s needs. This section will describe the
nine coverage forms, which the insured can choose.

1.Building and Personal Property

a.Coverage A — Building

b. Coverage B — Business Personal Property

c. Coverage C- Personal Property of Others
2. Building and Personal Property —Property Covered -the buildings and personal

property coverage form insures hngd, business personal property and personal

property of other located on the neslls premises against “direct physical loss” due t
a covered peril. The designationhef covered perils is the function of a separateseaf
loss” form. Building coverage inclsdeny buildings or structures and their completed
additions shown on the Declaratioagdwith a limit of insurance. It does not matter
whether the additions are in placemthe policy is written or if they are added later

a. Anyadditions, alterations and repairsin progress, including applicable

materials, supplésd temporary structures on or within 100 feahef
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6.1c ONE OR MORE COVERAGE FORMS (cont’d)

describe premises are covered only if no otherarsze exists for the project. The other
insurance condition applying to the building amdsonal property coverages generally
permits a pro rata or excess payment of lossathiér insurance also exists. Additionally, all
permanently installed fixtures, machinery and pment that are owned by the insured are
insured as part of the building. Fixtures areghkithat are permanently attached to the
building that cannot be removed without affectaitier the value or the aesthetics of the
structure and can include everything from inters@nd public address systems to
permanently installed blinds, drapery fittingshardware, etc.
b. Outdoor fixtures are also specified as being building property. €hag items such as
light and flagpoles, parking stops, mailboxes emground sprinkler systems (underground
pipes are excluded unless added by endorsemadtdgh&d signs are insured as building
fixtures but payment is limited to $1000 per sign.
c. Furniture and Fixtures, machinery and equipment, sbck and any other personal
property owned by and used in the insured’s business isidemrsl business personal
property. Coverage applies when the propertydatkd on, in or within 100 feet of the
premises.
d.“Stock” is defined in the form as merchandise held in o for sale, raw materials
and in-process or finished goods, including sgsplised in packing or shipping them. The
1991 edition clarifies, under property not coveltbdt stocked of outdoor trees, shrubs and
plants are treated as any other stock and isulipést to coverage limitations imposed by the
outdoor property coverage extension.
e.Business Personal Propertylso contemplates coverage of the “labor, mateoials
services furnished or arranged” by the insuregensonal property of others. If, for
example, an insured repairs a television setcastof $50 in labor, $75 in materials and $10
for a special trip to acquire a necessary pa534 recoverable under this coverage, less any
deductible, if the television set is damaged bynaared peril before it can be returned to the
customer.
f. A tenant’s use interest improvements and bettermentss protected as a facet of the
business personal property coverage of the bigjldivd personal property coverage form.
Improvements and betterments consist of fixtunéerations, installations or additions of a
permanent type that have been acquired at sonens&by the tenant. They are items of
real property such as storefronts, decoratiorditipas or elevators and are not legally
removable by a tenant.
g. The final type of property that can be covarader the building and personal property
coverage form is property of others in theured’s care, custody and controlThe same
conditions as the location of such property apyse as they do to any business personal
property of the insured, that is, on in or withi®0 feet of the premises.
3. Building and Personal Property —Property Not Coverd — the following items are excluded:
a.Accounts, bills, currency, deeds, evidences of delshoney, notes or securities+evisions
effective October 1 1981 clarify that lotteigkets held for sale are
b. not “securities”, i.e., they are covered propdsut food stamps are not covered since they are
evidences of debt
c¢. Animals —the building and personal property coverage fdarifees that animals that are
“stock” located inside of buildings and th@semals that are boarded by the insured are not
excluded.
d. Automobiles held for sale
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6.1c ONE OR MORE COVERAGE FORMS (cont’d)

e.Contraband or property in the course of illegal transportation or trade —in
earlier property forms, this exclusion was locatgithin the war and

government activity general exclusion.

f. Land, growing crops and lawns— in conjunction with revisions to the debris
removing clause in 1986, debris below, anusioh for water was added to
this list. As a consequence, the ability aluired’s to look to their commercial
property insurers for recovery for bills franutility for water loss after a
plumbing rupture, is removed.

g. Personal property while airborne or waterborne.

h. Property more specifically covered elsewhereexcept for excess coverage.
There is no coverage on a primary basis fgritem that might qualify for
coverage under the form if that same iteaiss the subject of other, more
specific insurance. For example, an expergieee of specialized machinery
is insured with the building ifrpeanently installed. If the insured has
purchased other insurance ideintifghat machine and insuring it separately,
then that machine is “more speeify covered” by the other contract.

i. Cost to research, replace or restored information ovaluable papers and
records -this exclusion includes the cost of researchinglang or restoring
information on electronic or magnetic medibkefe is limited coverage

afforded through a coverage extamghat will be discussed later.

j- Vehicles or self-propelled machines, including wateraft and aircraft —this
exclusion states that these items are notredviéthey are licensed for use on
public roads or are usually opatate/ay from the insured premises. While this
language supports coverage for equipment asdbrklifts, it also opens the
door to coverage for an unlicensetb if its operation is restricted to the
insured’s premises and for a bomcgpally operated on a lake that is located

on the insured’s premises.

Certain types of property are listed as exempt filoisiexclusion:
1. vehicles, including autos, or self-propellecchiaes manufactured, processed
or warehoused by the insured
2. vehicles or self-propelled machines, other thetos, held for sale by the
insured
3. rowboats or canoes out of the water and keghtesinsured premises

The following property is excluded while it is Ided outside the insured’s building(s):
1. Grain, hay straw or other crops
2. Outdoor fences, radio and television antennas, inatling lead-in wiring,
masts or towers, detached signseés, shrubs and plants.

There is limited coverage for these items undectherage extensions described later.
It should be noted that satellite dishes come withé meaning of “television antennas”.
1.Bridges, roadways, walks, patios or other paved staces
2. Cost of excavations, grading, back-filling or fillng
3. Foundation of buildings, structures, machinery or lilers if their
foundation are below:
a. the lowest basement floor
b. the surface of the ground if there is asedment
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6.1c ONE OR MORE COVERAGE FORMS (cont’d)

4. Pilings, piers, wharves or docks, underground pipedlues or drains and

retaining walls not part of the buding
4. Building and Personal Property —Additional Coverages

a.Debris Removal-this coverage provides restitution for expensesrired in
clearing up covered property aft@overed cause of loss. In 1986 it was
revised to limit the amount of pamhto 25% of the amount paid for direct
property damage plus the amounhefdeductible applying to that damage.
An additional $5000 is available pecurrence for debris removal if: the sum

of direct physical loss and debeisioval exceeds the applicable limit of
insurance or debris removal expen®eed the 25% limitation

b. Preservation of Property -€overed property that is moved from the insured
location for protection from lossdamage by a covered peril is insured
against any physical loss or danfag&0 days while it is being moved or
stored.

c. Fire department service charge the insured’s liability for service charges
assessed by a fire department asdby contract before a loss or required
by the provisions of a local ordine) are paid up to $1000. No deductible
applies.

d. Pollutant clean up and removal -in conjunction with the revisions to the
debris removal clause mentioneavaban additional coverage —with separate

annual aggregate limit of $100:8@vas introduced in 1986 for the clean up
and removal of pollutants fromdeor water if the “release, discharge or
dispersal” of pollutants resulfesim a covered cause of loss. The current
edition provides that coveragpligs if the “discharge, dispersal, seepage,
migration, release or escapgiafutants is caused by a covered cause of
loss.

5. Building and Personal Property — Coverage Extensian

a.Personal effects and property of others -an additional $2500 per occurrence

is each described premises for tmstamage to personal effects, i.e., items
usually worn or carried on the persowned by the insured, insured’s officers,
partners or employees and to anpgmty of others in the insured’s care,
custody or control. Property of@this a much broader category that personal
effects. It need not be similathie business personal property of the insured.

The perils applying to business pe&s property extend to these

items, except that personal effacesnot covered by theft.

b.Valuable papers and records- when valuable papers and records are

destroyed at a described locatioere are separate items to be considered tiorirgg such
property. First, there is the aafsblank paper, film, discs, etc. Second, thetthéscost of
actually transcribing or copyingck papers and records from available duplicatékete are
no duplicates the cost of researuth other expenses in reconstructing the recoitibeva
third item. This item, the expengeesearch involved in recompiling data, is thbject of the
valuable papers and records ext@ndihe insured may apply up to $1000 to such costs
following destruction of valualgapers and records by an insured peril.

c. Newly acquired or constructed property —buildings are covered for a maximum of 30 days
for 25% of the buildings limitpt to exceed $25,000 at each building. It is fnesb
increase this limit by endorsem®@rotection applies to new buildings under cartsion on
the insured’s premises and tplarildings the insured acquires within the polieritory.
The policy territory includestbnited States, Puerto Rico and Canada. As tlattes, the
new acquisition must be for usaigeilar to insured buildings or for use as a warede.

Any personal property at acquileghtion is insured for maximum of 30 days for 1686
the business personal propertit,linot exceeding $100,000 at each building. Theresion
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does not encompass personal property at fairshobiex There is no restriction
that new buildings constructed om phemises or personal property be “intended
for similar occupancies or purposeésgiditional premium is charged for values
reported from the date construcbegins or the property is acquired.
d. Property Off-premises—except for stock, any covered property temporailg
location not owned, leased or optdtty the insured is insured up to $10,000.
This extension specifically excludes
(i) property in or on a vehicle
(ii) property in the care, custody or control efespersons
(i) property located at fairs and exhibitioral (nland marine exposures)
But coverage does extend to property off-premisesdpairs, property the insured
lends to others and tools and equipment at a jebBhe meaning of “operating” a
location without owning or leasing it is uncleaorfexample, if a contractor sets up
his office in a trailer at a job site and has emgpls and subcontractors working there
on a regular basis for many months without directtiol by the owner over the day-
by- day events on the site; does the contractoerate” the location during the
construction period? If so, the $10,000 extensionld not apply to his tools and
equipment at the job site.
e.Outdoor Property — if any of the named perils of fire, lightning,masion, riot,
civil commotion or aircraft cause damage to outdieoces, radio antennas
television antennas, including satellite dishesacteed signs, trees, shrubs and
plants up to $1000 applies to the loss includingrideremoval expense. No
other debris removal coverage is available forghsnms. As regards to trees,
shrubs and plants, payment is restricted to $15@gr@ up to $1000 under the
1991 edition. It is clear that these limitationsrdu apply to “stock” of outdoor
trees and that such “stock” is treated as “coveregerty”. Indoor trees, shrubs
and plants used for decoration are eligible forftilecoverage of the forms both
as to covered perils and as to insured values.€Tlivags may be increased by
endorsement.

6. Builder’s Risk Form — this coverage is primarily for protection of eusture, which

is real property, but also extends to various itefrisersonal property. The Builder’s

Risk Policy applies while the building is under staction. Vandalism, theft, fire and
windstorm are common perils to the building undmrstruction and the construction
material on the job site. The policy may be writtetthe name of the owner or the
contractor. It also allows sub-contractors to bmee as additional insured’s, which is
important because, otherwise, the personal propéyhers coverage would be severely
limited.

7.Business Income Forn+ unlike previous earnings and business interragtoms

that describe coverage in terms of reduction ofrfiegs” or “gross earnings,” the
simplified Business Income Forms covers actual tdsbusiness income” sustained due
to the necessary suspension of the named insurpdistions during the period of
restoration. The suspension must be caused byt gingsical loss of or damage to
property at the premises described in the Dectaraficaused by or resulting from any
covered cause of loss. Reference to real propastymon to older forms, is simplified

to property in forms CP 00 30 and CP 00 32. Thidwsion of loss caused by damaged of
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Finished stock found in earlier manufacturing forohees not appear in the new forms. Instead it
appears in the causes of loss from that is aledatto complete the policy. Added under the
current form is coverage for lososiness income caused by loss or damaged torjagrso
property in the open or in a vehiwighin 100 feet of the described premise.
“Business Income” means:
a. Net income (net profit or loss before incomees) that would have been earned or
incurred.
b. Continuing normal operating expenses inclughiagroll incurred .

8. Extra Expense— additional coverage 3.a of form CP 00 30 provittegerage for the categories
of extra expense defined as necessary expensgsadaluring the period of restoration that
would not have been incurred if thegerty loss that necessitated them had not oaturre
a. There is coverage for extra expense todamominimize the suspension of business and to
continue operations at ittered’s premises or at replacement premisegemporary
location
b. There is coverage for extrpemse incurred to minimize suspension of busirfegsarations
cannot be continued
c. The is coverage for extra egeeto repair or replace any property, researgiace or
restore the lost informatammdamaged valuable papers and records
Iltems 1 and 2 are covered without limitation ottiemn the limit of insurance provided for the
entire business income. Payment under item 3ni¢dd to the amount by which these expenses
reduce the amount of loss that would otherwispdyable

9. Legal Liability Coverage Form — provides for the protection against legal liapitiue to the
damaged to property of others in the care, custodyntrol of the insured.

10.Glass Coverage Form- the Glass Coverage Form covers glass, framesldloe glass and
lettering on glass for the perils of breakage asgland chemicals applied to glass. Glass is paid f
on a replacement cost basis. The insured must stehdee glass by giving sizes, location and types(s
of glass. This coverage also applies to the debn®val, access and dismantling of obstructions to
access the glass. Vacancy of 60 days or more exlilnis coverage unless endorsed for an
additional premium.

11.Condominium Association Coverage Form- provides coverage for the building and personal
property and is similar to the Commercial Buildiswgd Personal Property Form. Depending upon the
association’s agreement, coverage may includeréigtiimprovements and alterations and appliances
used for cooking, refrigeration, heating and seguri

12.Condominium Commercial Unit Owner’s Form — provides coverage to the Unit Owner for
commercial condos. No building coverage is provideds coverage is used in conjunction with the
Condominium Association Coverage Form mentionealimber 11 above. Insurance companies are
given a “free hand” when writing condominium podisi There are no specific requirements to which
all companies must adhere except the basic forhpohties follow.

6.1d CAUSES OF LOSS

1. Basic Form- the Basic Form provides coverage for the pefils o
a. Fire or Lighting b. Explosion
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c. Windstorm or Hail d. Smoke
e. Aircraft or Vehicle f. Vandalism
g. Sprinkler Leakage h. Sinkhole Collapse

i. Volcanic Eruption

2. Broad Form— in addition to the perils listed in the Basic fiothe Board Form
includes the following:
j- Breakage of Glass ($100 for each plate and up 8500 per occurrence)
k. Falling Objects
I. Weight of Snow, Ice or Sleet
m. Water Damage
n. Collapse

3. Special Form- as discussed in previous chapters, the Speaial povides coverage
for direct physical losanless specifically excluded in the policy.

4. Common Exclusions- exclusions which are common to the Basic, Broatl$pecial
Forms include:

a. Ordinance of law (building upgrades) b. Earttvement

c. Flood d. Surface and underground water
e. War and Military Actions f. Nuclear Hazard

g. Off Premises Power Failure h. Governmentaani

5. Earthquake Form— a Basic, Broad or Special Form must be usednjuoation with
the Earthquake Form. Earthquake coverage provatesafithquake and volcanic
eruption. Add on exclusions include loss or damagelting from artificially generated
current, fire, explosion, landslide and mudflow.

6.1e SELECTED ENDORSEMENTS

1. Ordinance or Law Endorsement -provides for increases in costs associated with
bringing the insured’s building up to code as reegliby the municipality.

2. Peak Season Endorsementthis endorsement increases the coverage on lsgsine
property during specific periods of the policy cage.

3. Spoilage Coverage Endorsementthis coverage applies to spoilage of refrigerated
or frozen products caused by a power failure eitimeor off the premises or for
equipment or mechanical failure.

4. Value Reporting Endorsement- this coverage address the various reporting
valuation methods. The insured can choose frompengod options of either:
a. Daily Reporting b. Weekly Reporting
c. Monthly Reporting d. Quarterly Reporting
d. Yearly Reporting
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6.2 COMMERCIAL INLAND MARINE COVERAGE PART

Inland Marine Insurance grew out of Ocean MarinegGdnsurance to meet new coverage needs that
emerged in the early twentieth century. Today @tegory covers a wide range of loss exposures whose
initial common link was an element of transportatéay communication. Examples of Inland Marine
exposures are property in domestic transit, prgperthe custody of a bailee, mobile equipment|ding

in the course of construction, electronic data pssing equipment and cable TV systems.

Although Insurance Services Office (ISO) filesraited number of Commercial Inland Marine forms, the
great majority of Commercial Inland Marine Insuraris “non-filed”, meaning that many states do not
require insurers to file their forms or rates wiglgulatory authorities. This freedom filing requirents
allows inland marine underwriters to tailor formmslaates to fit particular exposures.

6.2a NATIONWIDE MARINE DEFINITION

To help identify the kinds of risks, which are éig for either Ocean or Inland Marine insurante, t
industry developed the Nationwide Definition. Thatidnwide Definition lists six categories of elitgb
Marine risks:

1. Imports

2. Exports

3. Domestic Shipments

4. Instrumentalities of Transportation of Commuaiicn

5. Personal Property Floater Risks

6. Commercial Property Floater Risks

Imports and Exports are subject to Ocean Marinararsce and will be discussed in Chapter 8, Other
Insurance. Personal Property Floater Risk cateiggoyovided by the Personal Inland Marine Policies.

The three remaining categories of the Definitiopresent risks eligible for Commercial Inland Marine
forms. A wide variety of seemingly unrelated ri$éB into these categories. Usually, the charastieri
which makes them eligible for Inland Marine covexaig element of portability, although there are
exceptions. As generalrule, Inland Marine forms do not cover such staigrproperty as real estate,
furniture, fixtures or merchandise in the coursenahufacture.

The distinction is not a sharp one and there islapping, but, the function of Inland Marine is geally
considered to be covering property intransit, lemabile equipment (but not licensed highway equipthen
and “instrumentalities” of transportation and conmication” (bridges, tunnels, radio and TV towers;ial
navigation beacons, dams, piers and docks, pigetind power transmission lines).

Inland Marine coverages may be categorized asrobded’ or “uncontrolled”. A “controlled” line is ne
wherein a standard provisions form is promulgated bureau and filled for uniform use. An
“uncontrolled” Inland Marine line is one whereiretmdividual company may use its own form and vary
for the individual risk.

Controlled Forms
Since Commercial Inland Marine insurance can csueh a wide variety of mobile property, there is no

one standard policy, comparable, for instancehédtomeowners Policy. Instead, each type of prgpert
requires
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a unique policy form. Certain controlled classetntdnd Marine can be written under the
Commercial Inland marine Coverage part of the ComiakPackage Policy.

When written as part of the Commercial Packageclolhe Commercial Inland Marine
Coverage Part requires three things in additicthécCommon Policy Declarations and the
Common Policy Conditions.
1. Commercial Inland Marine Declarations Form (wi@and Marine coverage is
issued on a monoline basis, this Dec shegtlraaombined with the Common
Policy Declarations to form a single Decleama).
2. Commercial Inland Marine General Conditionsrror
3. One or more of the following controlled covexdgrms:
(All of these controlled forms provide the very adoall risk coverage that is typical of
Inland Marine coverages.)

a.Accounts Receivable Form provides coverage for money due the insured from
clients, which due to loss, damage or destructfarcoounts receivable records,
become uncollectibl80% Co-Insurance applies.

b. Camera and Musical Instrument Dealers

c. Commercial Articles Form —this form covers property such as cameras, video
equipment, musical instruments, etc. usetiéncommercial environment. Some
examples are concerts, making of movies aediston programs.

d. Equipment Dealers Form —this coverage applies to a Dealer’s stock of
construction, farming or other mobile equipméiso, there is coverage for
property in the care, custody and controhefdealer80% Co-Insurance applies.

e.Film

f. Floor Plan

0. Jeweler’s Block Form- this coverage applies to the jewelry owner’s lstoic
jewelry, precious metals, precious stonessamii-precious stones.

h. Mail Coverage

i. Physicians’ and Surgenones’ Equipment

j- Signs Form- this coverage applies to automatic or mechasigais and neon type
signs100% Co-Insurance applies.

k. Theatrical Property

I. Valuable Papers and Records Form +this coverage applies to the costs associated
with the reconstruction of blueprints, deedsistorical records that were destroyed
due to a covered cause of loss.

Uncontrolled Forms

There are almost an endless variety of uncontr@llesimercial Inland Marine forms. Some of
the more widely used include:
a.Annual Transit — this form is used to cover incoming and outgoingdgon an
annual basis
b. Trip Transit — this form is used to cover merchandise that issjparted in one
specific trip
c. Transportation Coverage/Motor Truck Cargo Forms —the following forms
provides coverage for specific ways that manclise is transported.
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(i) Common Carrier Cargo Liability Coverage — commuarries that offer their
services to the public at large are legadlple for the property they transport

(ii) Bills of Lading — a Bills of Lading is a coratct between the common carrier and the
shipper. Common carries canmitltheir liability by indicating a maximum dollar
amount they responsible fothie event of a loss

(iii) Trucker's Form — provides lidiby coverage to cover cargo owned by others while
being transported for hiresbgommon carrier

(iv) Shipper’'s Form — this coverag@seful when a shipper owns and transports his/he
own property

(v) Owner’s Form — this coverageised to cover the truck owner’s cargo while being
transported in their owncku

d. Instrumentalities of Transportation or Communication — bridges, tunnels, dams, piers and
docks, radio/TV towers

e.Bailee Customer Form— (cleaners, dyers and laundries, furriers and hiarges) as you may
recall from policies such as the DPs and Hbeset is the No Benefit to Bailee exclusion that
specifically excludes coverage for items thatander the business care, custody or control for
such activities as cleaning, repairing or sgng. This coverage protects the business owner for
damages arising from providing these typesofises.

f. Furriers Customers

g. Contractors Equipment Floater — this coverage applies to equipment used by cciorathat

include cranes, bulldozers, cherry pickeradrmilling machinery, steam rollers, etc.

h. Installation Floater Form — this coverage applies to air conditioning andieating units,
transformers in the process of transit or itedian at the construction or installation sitehér
coverage options include the form written araaned peril or open peril basis.

i. Installment Sales

j- Electronic Data Processing Form- this coverage pertains to electronic data praegss
equipment including the Extra Expenses andri&ass Interruption associated with the loss of
media.

k. Dealers— furriers block, art, coin and stamp

Uncontrolled lines of Inland Marine may be written an all risk or named peril basis.

6.2b COMMERCIAL INLAND MARINE CONDITIONS FORM — as discussed in previous chapters,
conditions under which payment will be made araddad to all policies. However, the types of coiodis
change depending upon the type of policy writtendér this coverage, the conditions form includes:

. Duties in the event of loss

. Loss valuation

. How much the insurer pays

. Loss payment

. Appraisal

. Other insurance

. Pair or set clause

. Loss to parts clause

. Salvage

O©oOoO~NOOT, WN P
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6.2b COMMERCIAL INLAND MARINE CONDITIONS FORM (cont 'd)

10. Subrogation
11. Suit against us the insurer
12. Territorial rights

6.2c PERSONAL INLAND MARINE POLICIES

The principal Inland Marine Personal Coverages are:
Specific property floaters:

. Cameras

. Fine Arts

. Golfer’'s Equipment

. Jewelry and Furs

. Musical Instruments

. Stamp and Coin Collections

. Silverware

~No o~ WNRE

General property floaters:
1. Personal Effects
2. Personal Property

The majority of Inland Marine insurance coveringgfic forms of personal property is written
in the Homeowners program, under the scheduledeptyppndorsement. The coverage is
generally the same, however, whether issued asland Marine policy or a Homeowners
endorsement.

The above are alControlled lines. Uncontrolled lineswhich forms are offered by many
companies include, for example, outboard motor/legaipment floaters, gun floaters, sporting
equipment floaters and wedding present floaters.

6.2d PERSONAL ARTICLES FLOATER

Each of the specific property floaters may be idsue separate forms, but the more common
method is to combine all into a single policy fotime personal Articles Floater (PAF).

The PAF contains a Declarations Page wherein atlyedlisted types of property may be covered
by inserting an amount of insurance and applicpbdenium, plus a schedule for listing specific
articles with a separate amount of insurance oh.eac

Policy Provisions— for all classes of property covered under a RakF;all-risks” insuring clause
applies, with exclusions for wear and tear, detation, inherent vice and loss caused by insects
or vermin. “Inherent vice” is a quality within amject that results in the object’s tending to
damage or destroy itself.

Except as otherwise noted, the PAF policy terriieryworld-wide” and coverage is for the lesser
of: ACV, cost to repair or replace or the limit sfied for coverage. A special condition,
however, applies to “pairs, sets and parts” —efé¢his loss to a pair or set, company may elect
to repair or replace in a way to restore to oribi@due, or to pay the difference between ACV
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6.2d PERSONAL ARTICLES FLOATER (cont'd)

before and after the loss. For loss of a part géoed property made up of parts, responsibilityriky for
the value of the part lost or damaged.

Under standard rules, no deductible applies teelssider a PAF.

Jewelry — this is the first class of property listed for PAoverage. Rules require that property to be
covered be individually scheduled with a specifigii on each item. Eligible property includes dd&or
personal adornment containing precious metals, venetr not containing jewels, pearls or semi-prggio
stones. Other articles such as pens, flasks, sm@dqoipment, trophies and similar items may beridu
as jewelry. Automatic coverage is included for neatquired property. When property of the samesclas
is acquired, up to 25% of the coverage limit, bott over $10,000 apples for 30 days after acquisitio

Furs — this is the next PAF class of property, whicHudes garments that are wholly genuine or limitatio
fur or trimmed in fur and fur rugs. Each item todwmvered must be individually scheduled, except as
ensemble such as a coat, muff and hat which mapimined subject to a single amount of coverage. Th
same automatic coverage feature applies as folrjewe

Cameras- this is the third PAF class, which may includeually all types of personal photographic
equipment and property such as a binoculars, mbescand microscopes. While individual schedulihg o
items is required, it is permissible to includelanet item which is often used to include covertage
miscellaneous items that do not warrant individigieduling, such as film, carrying cases and Kee li
Coverage includes the same 30-day automatic cozexsfpr jewelry and furs for newly acquired

property.

Musical Instruments — these are the next PAF class, including relateibenent and sheet music.
Handling is much the same as for cameras — sctmeprduired, but a blanket item is permissible, tuad
same automatic coverage for newly acquired proarplies. Professional use is excluded in the basic
form, but an endorsement is available for coveralgie the insured uses the instruments to perfamm f

pay.

When coverage applies to organs, which are notlmaddilditional exclusions apply: mechanical or
electrical breakdown or failure and loss causedepyiring, adjusting, servicing or maintenance epxdor
resultant damage from a fire or explosion.

Silverware —this is the next PAF property class. Eligible iistbategory are silverware, silver-plated
ware, goldware, gold-plated ware pewterware. Sdirgglof individual items or sets is optional foiigh
class, but it is permissible to cover all propentyblanket basis.

Golfer's Equipment — the next PAF class, means clubs, equipment anidieg (including street clothing
contained in a locker while the insured is playguodf). Golf balls are covered only for loss by foe
burglary by forcible entry into a building, roomlocker. There is no scheduling, a simple amouptiep
to all covered property.

Fine Art — the next class of property which may be coveratbua PAF, means private (not commercial
auction, etc.) collections of paintings, etchingjstures, tapestries, art glass,
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6.2d PERSONAL ARTICLES FLOATER (cont'd)

windows and other bona fide works of art such disalde rugs, statuary, marbles, bronzed
antique furniture, rare books, antique silver, nsmipts, porcelains, rare glass and bric-a-brac.
Scheduling of individual items is required, butlartket item is permitted.

The principal coverage difference, which distindpeis fine arts from the other classes of
property, is that “valued” covered applies: i.Be tompany agrees that scheduled limits are the
value of the property and will be paid if the prages lost.

Automatic coverage is included for newly acquiriee farts — in this case, for 90-days and for
25% of the total limit of for scheduled items, dndactual cash value only.

The policy territory is the United States and Camahd coverage does not apply to property on
exhibition away from the insured premises. Theiedwagrees that competent packers must
handle the property. Damage caused by repairistpniag or retouching is excluded. Breakage
of fragile articles, except from certain limitedesiified perils is also excluded, but it is optiotal
include breakage coverage on individual items. Bédmc policy conditions for “pairs, sets and
parts” do not apply. For Fine Arts, the agreemsiibi the company to pay for the full scheduled
amount on the pair or set and for the insured teesder the remaining articles of the set to the
company.

Stamps and Coin Collections- these are the final two classes of propertyakgfior coverage
under a PAF. By policy definition, these terms mé#anfollowing property owned by or in the
custody or control of the insured:

1. Postage stamps — due, envelope, official, ieematch and medical stamps; covers,
locals, reprints, essays, pra@ofd other philatelic property; books, pages and
mountings of such items.

2. Rare and current coins — medals, paper momk botes; tokens of money and
other numismatic property; calbums, containers, frames, cards, display cabinets
in use with the collection.

Scheduled or blanket coverage is permitted. If caye is blanket, however, the policy limits
recovery to $1,000 for any unscheduled coin cabbecand $250 for any one stamp, coin or
individual article or any one pair, strip, blockries sheet, cover, or card.

Several additional exclusions apply for stampsaoids:

1. Fading, creasing, denting, scratching, teasmiinking.

2. Transfer of colors, inherent defect, dampnasd,extremes of temperature,
depreciation.

3. Damage from being handled or worked on.

4. Disappearance of individual items, unless djpadly scheduled or mounted in a
volume with the page to whictaehed also lost.

5. Property in custody of transportation companieis the mail (except registered
mail).

6. Theft from unattended autos (but it is opticoatielete this exclusion).

7. Loss to property which is not part of a coliest
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6.2e DOMESTIC SHIPMENTS

You'll recall that the Nationwide Definition defisghe categories of risk eligible for Inland Marine
insurance. We’'ll look at each of these categomabsthe controlled and uncontrolled forms desigroed t
provide coverage for each category of risk. DoneeShtiipments is the first category of risks eligifie
Inland Marine insurance. A wide variety of InlandiNhe transportation forms are designed to provide
coverage for domestic shipments, whether they titavéruck, train, air or even mail.

Business that ship or receive merchandise needage@gainst loss to their cargoes while theyrare i
transit. Although common carriers (those who hblkehiselves out to the public to ship goods) musttcc
a certain amount of liability for losses to cartiere are many losses for which are carrier is not
responsible. Even when the carrier is liable feslto cargo in its custody, reimbursement of tiss lmay
be uncertain because of “red tape”. So variousthidarine transportation forms have been develdped
cover this exposure.

The Annual Transit Policy — this is an uncontrolled form that protects thiggér or receiver of goods
against loss to goods in transit. Coverage is abkilon a named peril basis, protecting againgdt ksses
as fire, windstorm, collision and theft or on ahresk basis. The policy covers all insured’s indoghor
outgoing shipments during the year.

The Trip Transit Policy — this is an uncontrolled form very similar to thenual Transit Policy.
However, it is used to insure single shipmentsaafds for companies that have only occasional shigpene
to insure. Coverage extends from the time and miotigination to the time and point of destinatio

The Motor Truck Cargo Policy — this is an uncontrolled form designed to protketcarrier, instead of
the shipper, for loss to domestic shipments insitaifhe carrier has responsibility to deliver geod
entrusted to it unharmed. There are only a fewgsisuch as an Act of God (flood, tornado, etcther
shipper’s own neglect (poor packing, etc.) for vihilse carrier is not liable. Motor Truck Cargo iremce
provides protection for the carrier’'s broad liailinsuring against loss to the cargo belongingtters
(the shipper) for which the carrier is liable.

The Mail Coverage Form- this is a controlled form and is also a typerahsportation form. It provides
all risk coverage against loss to property semtelgystered mail, first class mail, certified mailexpress
mail. A separate uncontrolled Parcel Post Polioxec® mail sent by parcel post. Coverage is issned i
reporting basis wherein the insured reports vatdeshipments, with separate limits for first classl
certified mail, U.S. postal express mail and regiet mail.

6.2f INSTRUMENTALITIES OF TRANSPORTATION AND COMMUN ICATION

The next category of the Nationwide Definition istrumentalities of Transportation and Communicatio
Bridges, tunnels, oil pipeline, dams, piers, dockdjo/TV towers can be covered under uncontrolled
forms. While this property itself is not portabiliedoes have a direct connection with transpontaéind is

subject to many of the same perils as propertyainsit. Coverage is for both direct damage anddéss
revenues caused by damage.
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6.29g COMMERCIAL PROPERTY FLOATER RISKS — BAILEES

The final category of Inland Marine insurance is @ommercial Property Floater Risks. One
group of Commercial Property Floater Risks congi$iBailees Policies.

A bailment is the delivery of property by the own@isomeone else, to be held by the latter for
some special purpose and then returned to the ownezxample of a bailment would be
leaving your clothing at a dry cleaners to havartiideaned and pressed. The bailee is the one
who receives the property. The one who owns thpeatg is called the bailor.

Just as carriers have responsibility for the sadégroperty in their custody, bailees also have a
responsibility for property in their custody. Iftiproperty is damaged through the bailee’s own
fault, the bailee will be liable to the customer dimmage. But even when the property is
damaged in a fire or some other disaster whicloighe bailee’s fault, the customer will except
to get the property back unharmed or be compensgatebe loss. In other to retain the goodwill
of the customer, the bailee will probably wanteanburse the customer.

All the liability policies that we have discussqaksifically exclude coverage for property in the
insured care, custody or control. A bailee, howerey purchase a Bailees Customers Policy,
which reimburses the insured for damage to custemeperty in his or her care, whether or not
the insured is liable for the damaged, providedaiged resulted from a peril insured against.

Cleaners, Dryers and Laundriesis one type of Bailee Customer Policy. A uniqueilper
covered by this form is confusion of goods, whiolers the loss that can occur when the
resulting damage from another loss has made it$sipte to identify the garment with the
correct customer.

A Furriers Policy provides coverage to fur storage facilities.

A Warehousers Policyprotects a warehouser for damages to customerfgeproin the
warehouser’s custody.

6.2h COMMERCIAL PROPERTY FLOATER RISKS — EQUIPMENT FLOATERS

The Commercial Property Floater Risks category misludes various types of Equipment
Floaters.

The Contractors Equipment Floateris an uncontrolled form that covers the heavy nraentyi,
equipment and tools a contractor needs to condigihéss. This investment must be protected
from loss by fire, landslide, theft and other perivhile on the job site, on the way to and from a
job site and while the equipment is temporarilyatlh Neither commercial fire nor commercial
auto policies provide the extensive coverage thathe obtained under this equipment floater.

The floater covers the contractor on an all riskeaamed perils basis, for loss to all types ofgpol
machinery and equipment owned, rented or borrowetthd insured.

Physicians and Surgeons Equipmeris a controlled form that is “all risks” and deséghfor
insured in the medical professions. It covers maddgurgical and dental instruments on and off
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6.2h COMMERCIAL PROPERTY FLOATER RISKS — EQUIPMENT FLOATERS (cont'd)

the premises, as well as furniture and fixturehatdoctor’s office. An alternate form covers thisms
only while carried by the insured.

Theatrical Property Coverage Formis a controlled form that provides “all risks” cagage for scenery,
props and costumes used by a theater group incifisgroduction or for all productions. Rental
companies, supply houses, circuses, carnivals@iebs may not be covered under this form.

Film Coverage Formis a controlled form that provides “all risks” caage for exposed motion picture
film, including sound track and properly recordagdds until production is complete and positivetgrare
made. Reporting and non-reporting forms are aviailab

The Commercial Articles Coverage Forms a controlled equipment floater that covers pyrphic
equipment or musical instruments used commerciallgh as by a newspaper or orchestra. It is an “all
risks” form and may be issued with items specificatheduled, or for a single blanket amount, or a
combination of both.

6.2i COMMERCIAL PROPERTY FLOATER RISKS — BUSINESS FLOATER

Many of the property contracts we have studiedweloss to accounts receivable records, manusgcript
deeds, blueprints, etc. But, coverage is availtdl¢éhese items under Inland Marine Policies.

The Accounts Receivable Coverage Foris a controlled, “all risks” form and reimburses thsured for
amounts which can'’t be collected from customerstdwamage to the company’s accounts receivable
records. It also covers extra collection expensests to reestablish records and interest on amslthe
insured must obtain to stay in business while ctibas are impaired.

Two forms are available: a non-reporting form, sgbgo a fixed limit, and a reporting form, wheréhe
insured makes periodic reports of receivables amtharged a premium based on such averages.

The Valuable Papers Coverage Forns a controlled form that reimburses the insuredtie cost of
replacing damaged manuscripts, films, maps, drasyidgeds, books or other printed, inscribed otewrit
documents other than money or securities. Thidrednde research as well as actual production costs
This “all risks” form may be issued on either aesthied or blanket basis. Property that is spedifica
scheduled is covered on a “valued” basis.

A firm selling refrigeration systems, elevatorsotier pieces of large equipment may have a gredtade
property on location, awaiting or in the processtallation. Such installations and final testoam take
months, even years. Thestallation Coverage Formis an uncontrolled Inland Marine Floater that iresur
against loss to machinery, equipment, building ni@teor supplies in transit to or being used with
during the course of installation, testing, buitglinenovating or repair. It can be issued to coerinterest
of the owner, seller or the contractor.
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The Installment Sales Floatercovers property sold on a installment basis. Ittemi for the
seller’s interest only, the form pays off the umpbalances following a loss. If written for both
buyer and seller, the full value of the insurednifs) is paid.

The controlledSignsform provides “all risks” coverage for fluoresceatitomatic or mechanical
electrical signs. Each sign must be scheduled gpreaific limit.

Electronic Data Processing Insurancegr EDP insurance, is an Inland Marine coverageiolyf
recent origin. It provides a package of coveagesuding:
1. Property insurance, which applies to equipn{dratrdware”), data and media
(recorded information and the software on Whids recorded). Coverage is also
provided for extra expense teesaabnormal expenses of operating following
covered damage, and businessrigition to cover monetary loss resulting from
having to shut down operatioasduse of covered damage.
2. Liability insurance, which covers the insurelibility arising from handling and
storing data for other firms,imshe case of data processing service firms.

The Floor Plan Formis a controlled, “all risks” form covering merchasel for sale that has
been financed. It may be issued to cover onlynkerést of the lender, the interest of the dealer
or both interests. It is available only on a rejmgyrbasis related to monthly values of outstanding
merchandise values.

6.2 COMMERCIAL PROPERTY FLOATER RISKS — DEALERS PO LICIES

The final group of commercial property floater gske’ll consider are the Dealers Policies.
These policies represent an exception to the gendesof “mobile property”. Although dealers

do need occasional coverage for property away flrenpremises, there primary coverage need is
for damage to merchandise while it is on the bissiremises.

There are numerous Inland Marine Floaters writterspecific types of dealers including:
jewelers, furriers, art, coin and stamp, camerasicall instrument and equipment (mobile
agricultural or construction). The policies covegrahandise against all risks of loss, both on and
off the premises, while in transit and in the cdgtof employees. They also cover property of
others in the insured’s custody. Coverage may theweieporting or non-reporting. The Inland
Marine Policies that cover jewelry dealers andifusrare known as “Block” policies. The team
Block Policy comes from the French phrase “en hlediich means “all together”.

6.3 BOILER AND MACHINERY COVERAGE PART

The field of Boiler and Machinery insurance embgaggks of direct loss and indirect loss arising
from “accidents” (to be defined) to “objects” (tte¥m used in this field for the subject of
insurance, such as boilers, generators, engineg@ucompressors, turbines, etc.) A completed
Boiler and Machinery policy consist of the followin

1. Declarations

2. Common Policy Conditions

3. Coverage Form

4. Object Definitions Forms
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6.3 BOILER AND MACHINERY COVERAGE PART (cont'd)
5. Endorsements (possible to add)

The declarations state the name and address eéthguolicy dates, limit, deductible, lender instrand
the locations and descriptions of covered objé&tenmon Policy Conditions are the same as for skvera
other lines.

There are three coverage forms:
1. Boiler and Machinery
2. Small Business Boiler and Machinery
3. Small Business Boiler and Machinery Broad Forms

There are four Object Definitions Forms, one or enafr which is required only in connection with the
Boiler and Machinery Coverage Form. The two smatlibess forms contain the object descriptions ds pa
of the coverage provisions.

6.3a POLICY FORMAT - the Boiler and Machinery Coverage Form is dividet ithe following
sections:

A — Coverage

B — Exclusive

C — Limits of Insurance

D — Deductible

E — Conditions

F- Definitions

1. Part A — Coverage — the coverage section state insurer will pay for direct damage to
“covered property” from a “covered cause of lo€Bbvered property includes property owned
by the insured, or in the care, custodyamtiol of the insured and for which the insured is
legally liable. Note: this applies to altfies of property, not just a boiler or other objeett is
the subject of coverage. A covered caudessfis an “accident” to an object shown in the
Declarations, which is in use or connecteddy for use at the specified location. “Accidest”
defined to mean a sudden and accidentakbosen of the object or a part of the object, whiah,
the time of the breakdown, manifests itsglphysical damage to the object that necessitates
replacement or repair. The following are sfieally excluded from the accident definitions:
a. depletion, deterioration, corrosion, erosigear and tear
b. leakage at any valve, fitting, shaft, sekngd packing, joint or connection
c. breakdown of any vacuum tube, gas tube, berlshtronic computer or data processing
equipment or any structure or foundation supipg the object or any of its parts
d. the functioning of any safety or protectievide
Explosions may produce the most spectacular lobsge®sther breakdowns included in the
definition of “accident” occur more frequently. BErples of covered loss include damage from
overheating, burning, cracking, bulging, ruptur@japse, and short circuit in machinery or burn
out
2. Extensions of Coverage- Part A also contains the following “Coverage Esiens”

a. expediting expenses — when there is damagevered property, reimbursement will be
provided for cost of temporagpairs and to expedite permanent repairs or replece
Some examples of expediting idelthe cost of overtime labor, long distance
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telephone calls or airfreight then incurred to lfeatie repairs or replacement.
This coverage is subject to a $250 deductible.

b. automatic Coverage — 90 days automatic covasagevided for an accident to
an object at a newly acquired location, subjec¢he highest limit and deductible
as stated in the Declarations for the same dygpect.

c. defense — the insurer will defend the insuigadrest claims or suits arising out of
covered occurrences. There is no dollar limthe insured’s defense coverage.

d. supplementary payments — for liability clairteg insurer pays all litigation costs

3. Exclusions— Part B excludes the following:

a. any increase in a loss from enforcementlafvaregulating repair, alterations,
use, operation, construction or installatio

b. war and nuclear hazards

c. fires and explosions, under varying circuanses designed to minimize overlap
between the coverage provided by CommeRuiaperty and Boiler and
Machinery Forms. For example, Commercialprty excludes explosion of
steam boilers, turbines and engines sexhkisions for explosion do not apply
to those objects under Boiler and Machinery

d. windstorm, hail or freezing

e. lightning, aircraft, vehicles, sinkhole cokap smoke, sprinkler leakage or weight
of ice, snow or sleet if coverage is othervpsavided

f. flood, except if an accident results fromaofl, direct damage to covered
property caused by the accident is covered
g. any accident to an object while it is beisgel
h. lack of power, light, heat, steam or refragem
i. any indirect loss
4. Limits — Part C provides for a payment of no more thatithi¢ shown in the
Declarations for all direct loss from one detit. The minimum, basic limit is
$500.000. Higher limits are common; for exaepating manual tables provide for
limits up to $200,000,000 per accident. QGddtability claim defense and
Supplementary Payments are not subject tbrttie Within the stated limit,
however, there are some limitations:
a. $25,000 is the maximum amount availabteefpediting expenses
b. if damage is caused by a substance dedaree hazardous by a governmental
agency (other than ammonia), $25,008adimit of payment for the additional
expenses of cleanup, repair, replacemedisposal of the property damaged
c. $25,000 is the limit for damage cause@itmnonia contamination
d. $25,000 is the limit for damage by watenti refrigerating or air conditioning
vessels and piping
5. Deductible— Part D states that the deductible will be sulbérom the amount that
would otherwise be paid for each accident.df@than one object is involved in a
single accident, the highest deductible applié® standard deductible is $500;
higher deductibles are optional.
6. Conditions — Part E contains usual policy conditions, but axe worthy of
particular note. The Valuation Clause provifteseplacement cost coverage on all
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covered property except if repair or replacemenbismade with 18 months of the date of
accident. Actual cash value applies. The Suspar@andition contains an unusual provision.
“Whatever an object is found to be in or exposed tangerous condition, any of our
representatives may immediately suspend the insaragainst loss from an accident to that
object. This can be done by delivering or mailingriting notice of suspension to your last
known address or to the address where the olgjémtated.” This provision might be invoked,
for example, when the insurer’s engineer is makingnspection and finds a boiler “ready to
blow.”

6.3b OBJECT DEFINITIONS FORM - these forms to define the objects covered atmteal in detail
as to what is included or not included within adfie object definition. For example, a “boiler” as
insured object includes piping, values, fittingaps and separators only if they are on or betwegts of
the premises and only if they contain steam acdtsdensate generated in an object; but does rlodimc
any part not containing steam or water or any baigting or insulting material or buried pipingay
electrical apparatus, etc.

Except for the specialist, it is not important twkv complete details of all object definitionsvarich type
of object is to be covered under which particulae of the four Objects Definitions forms. A briefting
of some of the types of objects that are insurdimaever, may be helpful:

1. Boilers (steam, hot water, fired tube, watdetor cast iron types)
2. Refrigerating Equipment
3. Air Conditioner Equipment
4. Generators
5. Pumps
6. Engines
7. Machinery
8. Compressors
9. Transformers
10. Turbines

6.3c SELECTED ENDORSEMENTS

1. Business Interruption — this coverage provides Business Income and Expgnse insurance
in the event an insured object cause a businemsuption.

2. Consequential Damage- this coverage provides for spoilage caused bjoeof power,
heat light or refrigeration

3. Extra Expense- pays the business Extra Expenses incurred tancenbperations in the event
an insured object causes a loss

4. Small Business Boiler and Machinery Forms (Basic ahBroad) — this form is appropriate
for small businesses such astageats, churches, hotels and rentals stores.féhis includes
business interruption and ertxpenses coverage up to 25% of the limit of insteamritten
and expediting expenses up @OH5This option can be added to the BOP with an
appropriate coverage amount listl on the Declarations Page.
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6.3d INDIRECT LOSS COVERAGE ENDORSEMENTS

Loss from interruption of the insured’s operatiotesised by an accident to an insured object, is
available on either a “valued” or “actual loss sirstd” form. The Valued Business Interruption
endorsement pays an agreed dollar limit for eagtofi#otal interruption, or a proportionate part
of that limit for partial interruption. As endorsent schedule states the daily limit and a total
dollar limit which is based on 90, 100, 126, 1530,1216, 270, or 360 times the daily limit. A
deductible is expressed in days (meaning, for e¥@na2-day deductible would mean no
recovery for the first two days of interruption)itétnately, the deductible may be stated as a
dollar amount.

The Actual Loss Sustained Business Interruptioroeseiment covers, subject to a stated limit,
actual lost profits and necessary continuing expgtisrough the interruption period. Coverage is
subject to 100% coinsurance, wherein the amouimsofrance is related to the annual net profits
plus fixed expenses of the insured, as containeahimual reports, which are required. A
deductible operates the same as under the Valued. Fo

An Extra Expense form is also available. This cagerpays for extraordinary expenses incurred
to maintain ongoing operations over and above nbex@enses that would have been
experienced had there been no accident to the edwdject. An endorsement schedule applies
limits to a selected total amount of coverage, ddp® upon whether the period of restoration is
one month or less, 80% if two months and the folltlif over two months. A deductible applies,
expressed in dollars.

6.3e MISCELLANEOUS OPTIONS

There are numerous Boiler and Machinery optiongstrict or broaden the coverage provided in
the basic coverage form. Following is a descriptibsome of those more commonly used.

When the object covered is a boiler, fired vess@lectric steam generator, a “Limited
Coverage” endorsement is available which redefiaesident” to cover only “sudden and
accidental tearing asunder” of the object (as oppads “sudden and accidental breakdown” in
the coverage form).

An endorsement, “Actual Cash Value”, is availaldehange loss settlement conditions from a
replacement cost to an ACV basis.

Internal limits of coverage may be increased. “Aiddial Expediting Expense”, Water
Damage” and “Ammonia Contamination” endorsemeninitencreasing the $250,000 limit for
each to any desired higher amount. These increlmseet operate to increase the per accident
limit; they only increase the amount available withuch limit for those exposures.

A “Bodily Injury Liability” endorsement is availablto provide excess coverage over any other
liability insurance. Bodily Injury Liability is gegrated excluded under the basic contract because
coverage for this exposure is generally providedeunnhe insured’s General Liability policy.
“Consequential Damage” is an optional endorsentenbter loss due to spoilage from lack of
power, light, heat, steam or refrigeration, causgdn accident to a covered object. The type of
property to be covered for spoilage, must be stat¢lde endorsement. This is a formimdirect

loss.
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6.3f SMALL BUSINESS FORMS

The two Small Business Boiler and Machinery pofimyms are available, subject to some limitationtoas
types of business and insurable objects, to rigksiwhave an 80% equipment replacement value of not
over $5,000,000. The required property damage Isr80% of equipment replacement value.

Highlights of the Small Business Boiler and Machinform are:

1. Coverage may apply to boilers and pressureelefs property damage and business
interruption, and to air conditioning and @@mpressing units for property damage only or
both property damage and busim&srruption. Coverage is blanket for all objeetghout
specific identification in theeBlarations.

2. Covered property and covered causes of losthargame as the Boiler and Machinery policy.

3. Business Interruption includes extra expensiecaners on an “actual loss sustained” basis, for
25% of the limit that appliespgmperty damage losses as an additional amounsofance.

4. Coverage exclusions, internal limits and caadg are the same as the Boiler and Machinery
policy, except, there is no snirance clause; and there is no coverage for isedelass
expense due to hazardous sutessan

5. A standard deductible of $500 per accidentiepphigher and lower deductibles are optional.

The Small Business Boiler and Machinery Broad famatudes the above, but differs in the following
principle respects:
1. Both property damage and business interrupgidrd expense applies blanket to all objects.
2. A spoilage coverage option may be includedjesuitho a limit of $5,000, $10,000 or $25,000
and separate deductibles of $500
3. The internal limits for hazardous substancésefathan ammonia) and ammonia contamination
are each $25,000 per accident.

6.4 FARM COVERAGE PART

In the previous chapters outlined in this Study Guile, we have shown the distinctions between
residential and commercial policies. This coverage&as developed to address the unique exposure
that occurs when insuring farms. Often a farm is a&zombination of a business with a private dwelling
on the property. This necessitated the combining gfarts of the Homeowner’s Policy with parts of
the Commercial Policy.

6.4a FARM PROPERTY COVERAGE FORM - the coverage forms for farms are similar to the
Homeowner’s Policy with respect to Coverage A tigtoD:

1. Coverage A — Dwelling

2. Coverage B — Other Private Structures

3. Coverage C — Household Personal Property
4.Coverage D — Loss of Use

In Addition to the coverages above, Farm Polionesuide Coverage E, F and G:

5. Coverage E — Scheduled Farm Personal Property includes; grain, hay, poultry, computers
related to farm management, miscellaneous,tbeestock, other animals, bees, worms, fish
and portable structures. Unties toverage each class of property to be coveredlicated
by an amount on the DeclaratiBage.
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6.4b LIVESTOCK COVERAGE FORM (cont'd)

6. Coverage F — Unscheduled Farm Personal Propertyircludes: equipment,
supplies and products of farming operati@pecifically, feed, seed, fertilizer, gain,
livestock, poultry, produce and agriculturschinery, vehicles and miscellaneous
equipment.

7.Coverage G — Other Farm Structures- including farm buildings, barns and grain
silos.

6.4b LIVESTOCK COVERAGE FORM - this coverage provides for livestock. Livestock
includes:

1.Cattle

2.Swine

3. Goats

4. Sheep

5.Horses, mules and donkeys

Coverage can be provided as a limit per animahaitd per class of animal.

6.4c MOBILE AGRICULTRUAL MACHINERY/EQUIPMENT COVERA GAE FORM —
this coverage provides open perils protection tbifeaagricultural and mobile equipment.

6.4d CAUSES OF LOSS - FARM COVERAGE FORM

1.Basis Form— coverage is provided for the perils of:

a. fire b. lighting

c. explosion d. windstorm or hail

e. smoke f. riot or civil commotion
g. aircraft h. vandalism

i. theft j- sinkholes

k. collapse | . volcanic eruption

Livestock is also for loss due to earthquake and/dtooding.
2.Broad Form — in addition to the perils listed in the Basic figthe Broad Form
includes:
m. breakage of glass
n. weight of ice and snow
0. accidental discharge of water
p. freezing of a plumbing, heating or air ditioning system
g. artificially generated current
r. falling objects
s. accidental tearing apart of a hot waterc@ditioning, automatic protective
system or an appliance for imgaivater
Unique perils added to thisemge:
t. electrocution
u. drowning
v. accidental shooting of livast
w. accidental death due to lagdir unloading of livestock
3. Special Form-As you have already concluded, the Special Fonersoany direct
physical loss unless specifically excludethia policy.
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6.4d CAUSES OF LOSS - FARM COVERAGE FORM (cont'd)

4. Conditions — the conditions under the Farm Coverage are #relatd commercial conditions
discussed earlier in this seasbne notable difference is, if the building or struture is
vacant or unoccupied for a perd of 120 consecutive days, the limit of insurance
applicable to the building andontents are reduced by 50%.
5. Exclusions— the exclusions applicable to the farm policytheesame as other
policies. They include:
a. ordinance or law
b. nuclear hazard
c. off premises power failure
d. governmental actions
e. war and military action
f. earth movement
g. water damage; meaning flood, surface aneéngndund waters.
6. Additional Coverages— additional coverages include:
a. debris removal
b. reasonable repairs
c. removal
d. fire department service charges
e. removal of trees
f. credit card and fund transfer cards uf360
g. costs of restoring farm records
h. extra expense
i. collapse

6.5 CRIME COVERAGE PART

Like Boiler and Machinery Insurance, Commercialn@¥ilnsurance covers causes of loss that are not
covered in commercial property forms. These caabésss include, but are not limited to employee
dishonesty, forgery, computer fraud and extorttoriist a few. Crime Insurance also covers two inbgoat
types of property excluded in commercial propeotyrfs, money and securities. Crime insurance on gnone
and securities covers destruction or disappeariarggdition to theft. To cover the various combioas of
property, perils and special situations, CommeiCiaine Coverage Forms A through R and many
endorsements are available under the insurance @iogram under the joint jurisdiction of the Ireuce
Services Office and the Surety Association of AcgriAdditional information is available in the CPCU
Handbook and should be referred to for importafttrination.

Selectively, parts of the Crime General Provisifuma, which impact most on policy coverage, include

1. General Exclusions- the policy excludes:
a. acts committed by named insured or a partner
b. indirect losses such as loss of futureimepdamages for legal liability (except
compensatory damages aridirggtly from a covered loss) and costs to estatdidstence
of or amount of claim
c. any legal expense
d. loss from governmental actionglear events or war
2. Discovery Period— for coverage to apply, losses, which occur dutivegpolicy period, must
be discovered with one yearxgigation.
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6.5 CRIME COVERAGE PART (cont'd)

3. Loss Sustained During Prior Insurance- if a loss occurred prior to the policy’s
inception while another policy was in fordee foss is covered subject to certain
conditions:
a. the discovery period under the prior pofimyst have expired
b. this policy becomes effective on the dagegrior insurance was terminated
c. the loss would have been covered undetetines of this policy
d. the amount recoverable isléisser of the limit of coverage under this polity a
its inception and the limor the prior insurance, had it remained in effect
4. Other Insurance — the policy is excess over any other recoveratsdarance
5. Property Covered— the policy covers only property the named insueds or
holds or for which the insuredeagally liable and only for the benefit of thesimed.
6. Valuation — money is valued at its face value; securitigbeit value on the day loss
is discovered; other propertaetual cash value or, if less, cost to repaireptace.

Definitions — the following are standard definitions used i@ @rime Coverage Part Forms.

1. Burglary — the taking of property from inside the premisgaiblawful entering, as
evidenced by marks of forcible entry or exit
2. Extortion — the surrendering of property away from the presitsy means of threat
communicated to the insured
3. Safe Burglary— the taking of:
a. property from within a locked safe or védayta person unlawfully entering the
safe or vault as evidencedr®ans of forcible entry upon its exterior
b. a safe or vault from inside the “premises
4. Robbery- the taking of property from the care and custoidy person by one who
has
a. caused or threatened to cause that persbiy bharm
b. committed an obviously unlawful act withesfg that person
5. Employee— means:
a. any natural person
(i) while in your servicedafor 30 days after termination of service
(i) whom you compensateedtty by salary, wages or commissions
(i) whom you have the rightdirect and control while performing services
for you, or
b. any natural person who is furnished to tgu
(i) substitute for a permanent “employea’leave

(i) meet seasonal or shenn work load conditions; while that person is
subject to your directiand control and performing services for you,
excluding, however, augh person while having care and custody of
property outside thegimises”

c. employee does not mean:

(i) agent, broker, perseaded to you by a labor leasing firm, factor,
commission merchaonfigignee, independent contractor or
representative of saene general character

(ii) director or trustee eyt while perfoming acts coming within the scope
of the usual dutiesaafemployee

6. Money— means:
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6.5 CRIME COVERAGE PART — Definitions (cont’d)

a. currency, coins and bank notes in current udehawing a face value
b. travelers checks, register check and moneyrsiued for sale to the public
7.”Property other than Money and Securities”— means: any tangible property other than
“money” and “securities” that has intrinsialve but does not include any property listed i an
Crime Coverage Form as Property Not Covered
8. “Securities” — means negotiable and non-negotiable instrumerdsrdracts representing either
“money” or other property and includes:
a. tokens, tickets, revenue and other stamps ehe¢presented by actual stamps or unused
value in a meter) in current use
b. evidences of debt issued in connection witkdicie charge cards, which cards are not issued
by you but does not include mone
9. "Occurrence” — means:
a. all loss caused by any person or in whichpeason is involved, whether the loss involves
one or more instruments
b. act or series of related acts involving onenore persons
C. act or event, or a series of related acts entsvnot involving any person
10. “Banking Premises”— means the interior of that portion of any builgimccupied by a banking
institution or similar safe depository
11. “Messenger’— means you, any of your partners or any “employagte having care and
custody of the property outside the “pressl’
12. “Premises”— means the interior of that portion of any buifglyou occupy in conducting your
business
13. “Theft” — means any act of stealing
14. “Custodian” — means you, any of your partners or any “employe®te having care and
custody of the property inside the “pregsisexcluding any person while acting as a
“watchperson” or janitor
15. “Watchperson” — means any person you retain specifically to ltare and custody of property
inside the “premises” and who has no othgies
16. “Computer Fraud” — means “theft” of property following and directiglated to the use of any
computer to fraudulently cause a transfehat property from inside the “premises” or “larg
premises” to a person (other than a “megse) outside those “premises” or to a place alatsi
those “premises”

Coverage and Plan- the following “Coverages” available:

A — Employee Dishonesty

B — Forgery or Alteration

C — Theft, Disappearance or Destruction

D — Robbery and Safe Burglary — Property Other Tha Money and Securities
E — Premises Burglary

F — Computer Fraud

G — Extortion

H — Premises Theft and Robbery Outside the Premise
| — Lessees of Safe Deposit Boxes

J — Securities Deposited With Others

K — Liability for Guests’ Property — Safe DepositBox

L — Liability for Guests’ Property — Premises
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6.5 CRIME COVERAGE PART - Coverage and Plans (contl)

M — Safe Depository Liability
N — Safe Depository Direct Loss
Q — Robbery and Safe Burglary — Money and Securitis

Various “plans” utilize these coverage in differarays:

Plan 1is Commercial Crime — Separate Limits Option anticgrates inclusion of any or
all of Coverages A through J, at selected linotselach coverage

Plan 2is Storekeepers Broad Form and includes Coveragbsofigh E, subject to a
uniform limit for each coverage. The only limitgadlable are $1,000, $1,500, $2,000
and $2,500. This form is available only to inswr&do have a single location and not
over four (4) employees.

Plan 3is Storekeepers Burglary and Robbery. It is aviglédr the same four limits as a
Storekeepers Broad Form, but includes only Coves&y E and Q.

Plan 4is Office Burglar and Robbery. Subject to a unifdmmit for each, it includes
Coverage D (with coverage limited to money andigées), H (with coverage limited to
office equipment), and Coverage Q.

Plan 5is Coverage K

Plan 6is Coverage L

Plan 7is coverage M and N.

Plan 8is Excess Bank Burglary and Robbery Coverage amhias a special version of
Coverage D.

Plan 9is Bank Excess Securities and is Coverage C witlatians.

Concentration in this section is on those cover#gatsare commonly utilized for broad
classifications of risks: Coverages A through Ev&ages F through Q are briefly described at
the end.

For the purposes of this Study Guide, the followingrime Coverage Parts listed below will be the
only ones discussed at this time.

6.5a Employee Dishonesty Coverage Form — Form A

“Crime Insurance” embraces all kinds of losses frayiminal activity except that which results
from dishonesty of employees. “Employee Dishoné&ssyrance,” also known as Fidelity
Coverage, concerns itself solely with employee imement in crime losses.

A completed policy consists of Declarations, ComrRaticy Conditions, Crime General
Provision Form and one or more Coverage Forms.

The Declarations provide for the usual; identifisatand address of insured, policy date, forms
attached and limits of coverage, etc. Common Pdiggditions are the same as for several other
lines. Coverage forms are discussed in succeedutpas.

1. Coverage -we will pay for loss and loss from damage to codlgrmperty resulting
directly from a covered Cause of Loss
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6.5a Employee Dishonesty Coverage Form — Form A (oiid)

a.Covered Property— “money”, “securities” and “property other than mey and securities”
b. Covered Cause of Loss “Employee Dishonesty”
c. Covered Extension- Employees Temporarily Outside Coverage Territovye will pay for
loss caused by any “employee” while tempoyaviltside the territory specified in the
Territory General Condition foperiod not more than 90 days
2. Limit of Insurance — the most we will pay for loss in any one “occuce” is the applicable
Limit of Insurance shown in the Declarations

3. Deductible —
a. we will not pay for loss in any one “occurrehaeless the amount of loss exceeds the

Deductible Amount shown in the Declaratioie will then pay the amount of loss in
excess of the Deductible Amouptto the Limit of Insurance

b. you must:
(i) give us notice as soon as possible oflasy of the type insured under the Coverage

Form even though it faligieely within the Deductible Amount
(i) upon our request, give us a statementrigisg the loss
4. Additional Exclusions, Conditions and Definitions— in addition to the provisions in the Crime
General Provisions, this coverage form is stthijfe the following:

a. additional exclusions — we willydar loss as specified below:

(i) employee cancelled undeopmsurance — loss caused by any “employee” ofgjou
or predecessor in integdgstours, for whom similar prior insurance has been
cancelled and not reingtatiece the last such cancellation

(i) inventory shortages — logsthat part of any loss, the proof of which agdo

existence or amount ipafelent upon
(1) an inventory computation
(2) a profit and loss computation
5. Additional Conditions
a. facsimile signature — we will treat mechanicafiproduced facsimile signatures the same as
handwritten signatures
b. general amendment — as respects this Coveiage, the words Covered Property in the
Crime General Provisions Form mean — Covérstluments
c. proof of loss — you must include with youogf of loss any instrument involved in that loss,
or, if that is not possible, an affidavittsgg forth the amount and cause of loss
d. territory — we will cover loss you sustairyamere in the world
The Territory General Condition does not apply to his Covered Form.

6.5b Forgery or Alteration — Form B

This form covers loss from forgery or alterationcbgcks, drafts, promissory notes or similar imsgats
calling for payment of a sum certain in money, &de or drawn by or drawn upon the named insured, or
made or drawn by one acting as the insureds agent.

The only exclusion, in additional to those in Gethérovisions, eliminates coverage for acts of eypés,
directors or trustees.

The limit of insurance (minimum $1,000) appliesatbloss caused by any one person or in which one
person is involved.
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6.5b Forgery or Alteration — Form B Coverage (contd)

1. Coverage— we will pay for loss involving covered instrumgmeésulting directly

from the covered causes of loss.

a. Covered Instruments: checks, drafts, geony notes or similar written
promises, orders or dits to pay a sum certain in “money” that are:
(i) made or drawn by yaudoawn upon you
(i) made or drawn by one acting as yagent or in any covered instrument
b. Covered Causes of Losgdoy or alteration of on or in any covered instraine
c. Covered Extension — Legal Expense: if goe sued for refusing to pay any
Covered Instrument onbhsis that it has been forged or altered, andhgve
our written consent tdeshel against the suit, we will pay for any reasdaab
legal expenses that yawri and pay in that defense. The amount we will pa
under this extensiomisddition to the Limit of Insurance applicabletis
insurance.

2. Limit of Insurance — most we pay for loss in any one “occurrencehés t
applicable Limit of Insuranceosin in the Declarations.

3. Deductible — we will not pay for loss in any one “occurrencgiless the amount of
loss exceeds the Deductible Ami@hown in the Declarations. We will than pay the
amount up to the Limit of Insaica. This provision does not apply to legal expsnse
paid under the Coverage Extarsio

4. Additional Exclusion, Conditions and Definitions— in addition to the provisions in
the Crime General Provisions Faitis Coverage Form is also subject to the
following:

a. Additional Exclusion - ActEBmployees, Directors or Trustees: we will not
pay for loss resulting fromyadishonest or criminal act committed by any of
your “employees”, “directorsi “trustees”:

(i) whether acting alone wrcbllusion with other persons
(i) while performing servieéor you or otherwise
b. Additional Conditions:
(i) facsimile signatures: we will treat am@nically reproduced facsimile
signatures the sambaaglwritten signature
(ii) general amendment: apeets this coverage form, the words “Covered
Property” in the CrirBe&neral Provisions Form mean Covered
Instruments
(i) proof of loss: you must include wiytour proof of loss any instrument
involved in that loss, if that is not possible, an affidavit settifogirth
the amount and cauddess
(iv) territory: we will cover loss you sagt anywhere in the world
The Territory General Condition does not apply to his Coverage Form

c. Additional Definition — “Occurrence” means alsk caused by any person or in

which that person is invalyahether the loss involves one or more instrusient

6.5c Theft, Disappearance and Destruction Coverageorm — Form C

Coverage C has two section, Inside the PremiseQaiglde the Premises. The form may be
issued with either or both sections applying
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6.5c Theft, Disappearance and Destruction Coverageorm — Form C (cont'd)

Both sections cover money and securities for lgsthéft (defined as any of stealing), disappearamce
destruction. Inside coverage applies to loss frathiwthe insured’s building or while covered projyéas
within a banking premises or similar place of sédpository.

Outside coverage applies while covered properity ibe care and custody of the insured, a partner,
employee or armored motor vehicle company, whilside the insured’s premises.

Inside coverage also pays for loss of or damadectad containers (safes, vaults, cash registash ¢
boxes or drawers) from theft or unlawful entry &tempts) into such containers. Additionally, i&th
insured owns or is liable for damage to the presjidamage caused by a theft or attempted theft is
covered.

Coverage C is subject to several additional exahssiThe form excludes loss resulting from:
1. Accounting errors
2. Acts of employees, directors, trustees or isgratives

3. Giving or surrendering of property in any exofp@a or purchase or voluntarily parting with title

to or possession of any property
4. Fire damage to the premises
5. Vandalism damage to the premises or contaofersvered property.
Finally, there is no coverage for loss from extmti(Transferring property to someone based on
unauthorized instructions or from a threat to hary person or damaged property), but the excluboas
not apply to Outside Coverage if the insured ha@tmawledge of, or if the loss was unrelated to saich
threat.

The limit of insurance, which may differ for Insided Outside coverages, applies to all loss calogeche
or more persons, or involving a single act or seoierelated acts.

1. Coverage Section 1 Inside the Premiseswe will pay for loss of covered property resulting
directly from the Covered Causes of Loss

a. covered property — “money” and “securitieside the “premises” or a “banking premises”

b. covered causes of loss
(i) theft
(i) disappearance
(i) destruction
C. coverage extensions
(i) containers of covered ety — we will pay for loss of and loss from damag a
locked safe, vault(8sk register, cash box or cash drawer locateckifypitemises”
resulting directly fraan actual or attempted:
(a) theft
(b) unlawful entry intisose containers
(i) premises damage — wd paly for loss from damaged to the “premises” sieiterior
resulting directly fraan actual or attempted “theft” of covered propdiriyou are
the owner of the “prees” or are liable for damage to it
2.Coverage Section 2 Outside the Premises

a. covered property — “money” and “securities” aleshe “premises” in the care and custody

of a “messenger”
b. covered causes of loss
(i) theft
(i) disappearance
(i) destruction
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6.5c Theft, Disappearance and Destruction Coverageorm — Form C (cont'd)

C. coverage extension — conveyance of propertyrimpeed motor vehicle company
- we will pay for loss of CovdrBroperty resulting directly form the Covered
causes of Loss while outside“iremises” in the care and the custody of an
armored Motor Vehicle Company et will pay only for the amount of loss
that you cannot recover
(i) under your contract with tsenored motor vehicle company
(ii) from any insurance or inddtyrcarried by or for the benefit of
customers of the armoredangehicle company
3. Limit of Insurance — the most we will pay for loss in any one “occuae” is the
applicable Limit of Insurance shoin the Declarations
4. Deductible — we will not pay for loss in any one “occurrencgiless the amount of
loss exceeds the Deductible Ami@hhown in the Declarations. We will then pay the
amount of loss up to the Linfitmsurance. In the event more than one Deductible
Amount could apply to the lossly the highest Deductible Amount may be applied
5. Additional Exclusions— in addition to the provisions in the Crime Gemhera
Provisions, this Coverage Form is Subjech#following:
a. additional exclusions — wd wot pay for loss as specified below:
(i) loss resulting from aooting or arithmetical errors or omissions
(ii) loss resulting any distest or criminal act(s) committed by any of
your “employees”, diters, trustees or authorized representatives:
(a) acting along orcimllusion with other persons
(b) while performingrsices for you or otherwise
(i) loss resulting from tigiving or surrendering of property in any
exchange or purchase
(iv) loss from damage to theemises” resulting from fire, fire, however cadse
(v) loss or property contd in any money operated device unless the
amount of “money” @sjted in it is recorded by a continuous recording
instrument in the devi
(vi) transfer or surrendépooperty
(a) loss of propeafier it has been transferred or surrendered to a
person or placgside the “premises” or “banking premises”
(1) on the Isasf unauthorized instructions
(2) as a resila threat to do bodily harm to a person or dgana
to anyperty
(b) this exclusiooed not apply under “Coverage — Section 2" to tdss
Covered Prdpevhile outside the “premises” of “banking
premises’tiie care and custody of a “messenger” if you:
(1) had nolwiedge of any threat at the time the conveyance
began
(2) had kredge of a threat at the time the conveyance bdgadn,
thedowas not related to the threat
(vii) vandalism — loss frommdage to the “premises” or its exterior or to
containers of CoveRydperty by vandalism or malicious mischief
(viii) voluntary parting tifle to or possession of property — loss resulting
from you, or anyaing on your express or implied authority, being
induced by anyhdisest act to voluntarily part with title to or
possession of pryperty
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6.5c Theft, Disappearance and Destruction Coverageorm — Form C (cont'd)

6. Additional Conditions — duties in the event of loss means if you haasaa to believe that
any loss of, or loss from damtmthe Covered Property involves a violation af,lgou must
notify the police

6.5d Robbery and Safe Burglary Coverage Form — Pragty other than Money and Securities —
Form D

This form contains three coverage: Robbery of ad@tlian, Robbery Outside the Premises and Safe
Burglary.

Coverage D applies only to property other than marel securities. This includes merchandise, furaijt
fixtures and equipment.

“Robbery of a Custodian” means taking or the atteupaking of property by one who has caused or
threatened to cause bodily harm or committed aesiad, obviously unlawful act. The taking must be
from the insured or a partner or employee who hiatody of the property inside the insured premises
(excluding watchpersons and janitors). Damagedgtiemises from the covered caused of loss is also
covered, if the insured owns the premises or lHdior any damage.

“Robbery Outside the Premises” means loss as dk&iheve, except for the act occurring outside the
premises, including property in the custody of en@ed motor vehicle company.

“Safe Burglary” means taking or attempted takirgirwithin a locked safe or vault by unlawful entry,
with visible marks of forcible entry, or taking tife safe or vault from inside the premises. Cowerdgo
includes damage to the premises and a locked safautt, if the insured owns the property or idlafor
damage.

Additional exclusions which apply to these covemdess resulting from:
1. Acts of employees, directors, trustees or isgrtives
2. Fire (except damage to a safe or vault
3. Vandalism
4. Transferring property to someone based on hoaized instructions of from a threat to harm
any person or damage propenryiltie exclusion does not apply to Outside coveifiipe
insured had no knowledge ofif the loss was untreated to, such a threat.

A special limit of $1,000 per occurrence applieatiicles whose principal value is precious metals,
precious or semi-precious stones, pearls or fulg@the physical or intrinsic value or manuscripts
drawings or records.

Separate limits may be selected for each of theethoverages. Each limit applies to all loss cabyezhe
or more persons, or involving a single act or &seof related acts.

1. Coverage — Section 1. Inside the Premiseswe will pay for loss of and loss from damage to
Covered Property resulting directly from the Codecauses of loss
a. robbery of a custodian
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6.5d Robbery and Safe Burglary Coverage Form — Pragrty other than Money and
Securities — Form D (cont'd)

(i) “property other than money and securities” desthe “premises” in the
car and custody of a “custatiia

(ii) property not covered — motor s, trailers or semi-trailers or
equipment and accessories lathto them

(iii) covered cause of loss — actuaattempted “robbery”

(iv) covered extension — we will gfay loss from damage to the “premises”
or its exterior resulting ditly from the Covered Cause of loss, if you
are the owner of the “premisasare liable for damage to it

b. safe burglary:
(i) “property other than money and securitieside the “premises” in a
safe or vault
(i) covered cause of loss — actual or attehgsafe burglary”
(i) a locked safe or vault located inside tipremises”, resulting directly

from the Covered Cause of Loss, if goeithe owner of the “premises”
or liable for damage to it

2. Coverage — Section 2. Outside the Premises
a. covered property — “property other than money securities” outside the
“premises” in the care and custody of &&senger”
b. property not covered — motor vehicles]eraior semi-trailers or equipment and
accessories attached to them
c. covered cause of loss — actual or attemuteblery
d. coverage extension — conveyance of profsrgrmored motor vehicle company
- we will pay for loss and loss from damdg Covered Property resulting
directly from the Covered Cause of Losslevoutside the “premises” in the care
and custody of an armored motor vehidmpany. But we will pay only for the
amount of loss you cannot recover:
(i) under your contract with the armoradtor vehicle company
(ii) from any insurance or indemnity iGad by, or for the benefit of
customers of the armored motor elercompany
3. Limit of Insurance — the most we will pay for loss in any one “occuace” is the
applicable Limit of Insurance shown in the Beations
4. Deductible —we will not pay for loss in any one “occurrence’less the amount of
loss exceeds the Deductible Amount shown itdelarations. We will then pay the
amount of loss in excess of the Deductible Amiaup to the Limit of Insurance. In
the event more than one Deductible Amount caplaly to the loss, only the highest
Deductible Amount may be applied
5. Additional Exclusions — we will not pay for loss as specified below
a. loss resulting from any dishonest or crirhaw committed by any of your
“employees”, directors, trustees or auttedtirepresentatives
(i) acting alone or in collusion with ethpersons
(i) while performing services for your otherwise

b. loss resulting from fire, however caused e@tdoss from damage to a safe or
vault

c. transfer or surrender of property

(i) loss of, or loss from damage to, properter it has been transferred or
surrendered to a person or place oeitsid “premises”
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6.5d Robbery and Safe Burglary Coverage Form — Pragrty other than Money and Securities —
Form D (cont'd)

(a) on the basis of authorized instructions
(b) as a result of threat to do bodily harm fmeason or damage to any property
(ii) this exclusion does not apply un@&verage, Section 2 to loss of Covered Property
while outside the “priges” in the care and custody of a “messengeif
(a) had no knowledge of any threat at the tingecthnveyance began
(b) had knowledge of a threat at the time conmegebegan but the loss was not
related to theett
d. vandalism — loss from damage to any propertydndalism or malicious mischief
6. Additional Conditions
a. duties in the event of loss — if you have raasdelieve that any loss of, or loss from
damage to, Covered Property lves®a violation of law, you must notify the police

b. special limit of insurance for specified prayer we will pay up to $5,000 for any one

“occurrence” of loss of and Iéigsm damage to:

(i) precious metals, precious@miprecious stones, perils, furs, completedaotigdly
completed articles mademntontaining such materials that constitute thegipal
value of such articles

(ii) manuscripts, drawingsrecords of any kind or the cost of reconstructimgn or

reproducing any infotioa contained in them

6.5e Premises Burglary Coverage Form — Form E

Coverage E covers property other than money angtiies from within the insured’s premises, if cads
by actual or attempted “burglary” or “robbery” ofxatchperson”.

“Burglary” is defined as taking of property by arpen unlawfully entering or leaving the premises,
evidenced by visible signs of forcible entry orteXRobbery of a watchperson” means taking of prope
by means as defined for Coverage D from a persanisvretained specifically to have care and custufdy
the property inside the premises, with no otheiedut

Coverage also includes premises damage from aedwause of loss, if the insured is the owner or is
liable for the damage.

Additional exclusions eliminate coverage for:
1. Acts of employees, directors, trustees or Isgratives
2. Loss at a time when there is a change in #he uinder the insured’s control, which increases
the possibility of loss (suchaadefective burglar alarm unrepaired)
3. Fire (except damage to a safe or vault) ordassirring during a fire in the premises
4. Vandalism

Coverage E has the same $1,000 limit on specifiadg of property as Coverage D

If loss occurs, the form suspends coverage uhtibaher security conditions are restored. The suspn
does not apply, however, if the insured maintaimstchperson while the premises are closed.

The limit of insurance applies to all loss causgabe or more persons, or involving a single aci eeries
of related acts.
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6.5e Premises Burglary Coverage Form — Form E (co'f)

1. Coverage— we will pay for loss of and loss from damage tiv€red Property
resulting directly from the Covered Causes of Loss
a. covered property — “propertiyer than money and securities” inside the
“premises”
b. property not covered — motor vehiclesilérs or semi-trailers or equipment and
accessories attachedemth
c. covered causes of loss
(i) actual or attemptedbery” of a “watchperson”
(i) actual or attempted rglary”
d. coverage extension — premises damage-ilvpay for loss from damage to the
“premises” or its exteri@sulting directly from the Covered Causes of Lifss,
you are the owner of pineperty or are liable for damage to it
2. Limit of Insurance — the most we will pay for loss in any one “occuage” is the
applicable Limit of Insurancensm in the Declarations. If loss covered by this
Covered Form occurs, coveragaigpended until the “premises” are restored to the
same condition of security tegilsted prior to the loss. But, if you maintairesst
one “watchperson” while the “piises” are closed for business, this paragraph will
not apply
3. Deductible — we will not pay for loss in any one “occurrencgiless the amount of
loss exceeds the Deductible Ami@hown in the Declarations. We will than pay the
amount of loss in excess ofBeeluctible Amount up to the Limit of Insurance. In
the event more than one Dediet#ttmount could apply to the loss, only the highest
Deductible Amount may be applied
4. Additional Exclusions — in addition to the provisions in the Crime Gemhera
Provisions this Coverage Formtibject to the following:
a. loss resulting from any disest or criminal act committed by any of your
“employees,” directors,diees or authorized representative:
(i) acting alone or in lesion with other persons
(ii) while performing sézes for you or otherwise
b. loss occurring while there is any changthe condition of the risk within your
control that increasesphbssibility of loss
c. fire loss:
(i) resulting from fire, hewer caused, except loss from damage to a safe or
vault
(i) occurring during a fire in the “preseis”
d. vandalism — loss from damage to any pityd®y vandalism or malicious
mischief
5. Additional Conditions:
a. duties in the event of loss — if you have redsdrelieve that any loss of, or loss
from damage to Covered Prgpiervolves a violation of law, you must notify
the police
b. special limit of insurance for specified pecty — we will pay only up to $5,000
for any one “occurrence” 0$$ of, and loss from damage to:
(i) precious metals, precious or semipresistones, perils, furs, completed
or partially completedieles made of or containing such materials that
constitute the principalue of such articles
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6.5e Premises Burglary Coverage Form — Form E (co'f)

(i) manuscripts, drawings or records of any kimdte cost of reconstructing them or
reproducing any informatiomtaned in them

6.5f Computer Fraud Coverage Form- Form F

Coverage F, Computer Fraud, covers for loss diypts of property by theft related to use of a corep
to fraudulently cause transfer of property fromdesthe insured’s premises or a banking premises. T
transfer must be by one who is not an employeecttr, trustee or representative to one outside suc
premises other than the insured, a partner or graplo
1. Coverage— we will pay for loss and loss from damage to GeueProperty resulting directly
from the Covered Cause of Loss
a. covered property — “moneygecurities” and “property” other than money andusiies”
b. covered causes of loss — ‘woter fraud”
2. Limit of Insured — the most we will pay for loss in any one “occue”’ is the applicable
Limit of Insurance shown in theclarations
3Deductible — we will not pay for loss in any one ‘occurrenceiless the amount of loss exceeds
the Deductible Amount in the Reations. We will than pay the amount of lossuess of
the Deductible Amount up to thmit of Insurance. In the event more than one Cxtitle
Amount could apply to the logsly the highest Deductible Amount may be applied
4. Additional Exclusions - we will not pay for loss as specified below:
a. loss resulting from any disést or criminal act committed by any of your “emysdes”,
directors, trustees or atitted representatives:
(i) acting alone or in amion with other persons
(ii) while performing seces for you or otherwise
b. loss or that part of anyslatie proof of which as to its existence or amasidiependent
upon:
(i) an inventory computatio
(i) a profit and loss contigtion
5. Additional Conditions:
a. duties in the event of a less
b. if you have reason to belighat any loss of, or loss from damage to Coverepé&tty
involves a violation of laygu must notify the police
c. special limit of insurance fpecified property — we will only pay up to $500@r any one
“occurrence” of loss of, dnds from damage to manuscripts,
d. drawings or records of any kind or thet@fgeconstructing them or reproducing any
information contained ireth

6.5g Premises Theft and Robbery outside the Prems€overage Form — Property Other Than
Money and Securities — Form H

Coverage H has two parts, Premises Theft and Rylihetside the Premises. Premises Theft is a
broadened version of Coverage E, Premises Burgtamering property other than money and securities
for any act of stealing, rather than the limit “plary” hazard. Robbery Outside the Premises is#me as
Coverage D Outside coverage.

1. Coverage Section 1 — Inside the Premiseswe will pay for loss of and loss from damage to
Covered Property resulting directly from the Code@auses of Loss
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6.5g Premises Theft and Robbery outside the Premis€overage Form — Property Other
Than Money and Securities — Form H (cont'd)

a. covered property — “property other than money seturities” inside the
“premises”

b. property not covered — motor vehicles, trairgrsemi-trailers or equipment and
accessories attached to them

c. covered causes of loss — actual or attempteft"t

d. coverage extension — “premises” damage — wepasl for loss from damage to
the “premises” of its exteriesulting directly from the Covered Cause of Loss if
you are the owner of the “pregsisor are liable for damage to it

2. Coverage Section 2 — Outside the Premises

a. covered property — “property other than money securities” outside the
“premises” in the care and cdgtof a “messenger”

b. property not covered — motor vehicles, traitarsemi-trailers or equipment and
accessories attached to them

c. covered causes of loss- actual or attempteabry”

d. coverage extension — conveyance of propergrinpred Motor Vehicle
Company — we will pay for lofsloss from damage to, Covered Property
resulting directly from the Coed Cause of Loss while outside the “premises
in the care and custody of anaed motor vehicle company. But, we will pay
only for the amount of loss thiati cannot recover:

(i) under your contract with the armored motehicle company
(ii) from any insurance or inddtyrcarried by, or for the benefit of
customers of the armoredanwehicle company
3. Limit of Insurance — the most we will pay in any one “occurrence’hie aipplicable
Limit of Insurance shown in the Declaratiorfdoks covered under Section 1 of this
Coverage Form occurs, coverage is suspendddhatpremises” are restored to the
same condition of security that existed prithte loss. However, if you maintain at
least one “watchperson” while the “premise<® elosed for business, this paragraph
will not apply
4. Deductible — we will not pay for loss in any one “occurrenceiless the amount of
loss exceeds the Deductible Amount shown iltdelarations. We will then pay the
amount of loss in excess of the Deductible Amiaup to the Limit of Insurance. In
the event more than one Deductible Amount caplaly to the loss, only the highest
Deductible Amount may be applied
5. Additional Exclusions —in addition to the provisions in the Crime General
Provisions this Coverage Form is subject tofotlewing. We will not pay for loss
as specified below:
a. loss resulting from any dishonest or crirhaw committed by any of your
“employees”, directors, trustees or auttedtirepresentatives
(i) acting alone or in collusiwith other persons
(i) while performing servicés you or otherwise
b. under Coverage Section 1, loss occurrindenthere is any change in the
condition that increases the possibilityosfs
c. loss resulting from the giving or surrendgraf property in any exchange or
or purpose
d. fire — loss:
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6.5g Premises Theft and Robbery outside the Prems€overage Form — Property Other Than
Money and Securities — Form H (cont'd)

(i) resulting from fire, however caused, excepslil®m damage to a safe or
Yau
(ii) umdCoverage Section 1, during a fire in the “presils
e. loss, or that part of any loss the proof ofalias to its existence or amount is dependent
upon:
(i) any inventory computation
(i) a profit and loss computation
f. transfer or surrender of property
(i) loss of, or loss from damage to, propeafter it has been transferred or surrendered
to a person or place owdlte “premises” or “banking premises”
(a) thhe basis of unauthorized instructions
(b) as a result of a threat to do bodily hamrany person or damage to any
property
(ii) but, this exclusion doed apply under Coverage Section 2, to loss of Calere
Property while outside tpeemises” in the care and custody of a “messéen§er
you:
t@d no knowledge or any threat at the time theregaince began
(pd knowledge of a threat at the time the conveydegan but the loss
was not related to the threat
g. vandalism — under Coverage Section 1, loss ftamage to any property by vandalism or
malicious mischief
h. under Coverage Section 1, loss resulting from pr any one acting on your express or
implied authority, being indudeg any dishonest act to voluntarily part withetitb or
possession of any property
6. Additional Conditions:
a. duties in event of loss — if you have reasdoei@eve that any loss of or loss from damage
to, Covered Property involvesaation of law, you must notify the policy
b. special limit of insurance for specified prayer we will not pay up to $5,000 for any one
“occurrence” of loss of, andddsom damage to:

(i) precious metals, preciousemiprecious stones, pearls, furs, completgrhadrally
completed articles maflerccontaining such materials that constitutephiacipal
value of such articles

(ii) manuscripts, drawingsrecords of any kind or the cost or reconstructtrg or

Reproducing any inforimatcontained in them

6.5h MISCELLANEOUS COVERAGE FORMS

Coverage G,Extortion Coverage, covers for all types of propenthen surrendered away from the
premises as a result of a threat to bodily harthédnsured or an employee, or to a relative oiteevor
either, who is (or allegedly is) being held captive

Coverage |,Lessees of Safe Deposit Boxes, covers the thastipgearance or destruction of securities, and
for burglary or robbery of property other than mpoe securities, from within designated placesajés
depository.



6.5h MISCELLANCELLANCEOUS COVERAGE FORMS (cont'd)

Coverage J,Securities Deposited with Others, covers for ttdiftappearance or destruction of
securities, which have been deposited with a cimtoduch as a bank or stocker.

Legal liability of an innkeeper for loss or damageyuests property, including defense against
such claims, may be covered in two forms.

The Safe Deposit Box ForrGoverage K,covers only as to property located in safe deposit
boxes at the insured’s premises.

Coverage L,Premises Coverage, is broader in that it coverfdbility to guests property while
anywhere on the insured’s premises or in the inBsiggossession.

Two forms are available for those in the busindggaviding depository services.
Safe Depository Legal LiabilityCoverage M,defends suits and pays damages for loss or
damage to customers property from safe depositdboxgaults at the insured’s premises, for

which the insured is legally liable.

Coverage N,Safe Depository Direct Loss, covers without regartegal liability for robbery,
burglary, destruction or damage to customers ptgper

6.6 GENERAL LIABILITY COVERAGE PART

Commercial General Liability Insurance is the muessic, and often the most important, coverage
for insuring commercial liability loss exposurehieTexposures covered by CGL insurance are
often characterized gsemises, operations, products and completed opeiians. With the
exceptions of automobile exposures and workers eosgtion obligations, CGL insurance
covers the majority of liability exposures facingmy organizations.

The principal form used to provide CGL insurancthis Commercial General Liability Coverage
Form of Insurance Services Office. Actually, thare two versions of this form which differ
only with respect to their coverage triggers:
» The “occurrence form” covers bodily injury or pesy damage that occurs during
the policy period, regardlesswien claim is actually made against the insured.
» The “claims-made form” covers bodily injury or perty damage that occurs after
the retroactive date stated ablicy but only if claim for the injury or damagge
first made at some time during fiolicy period (or during an extended reporting
period, if applicable).

Because the “claims-made” version is seldom uselg,the “occurrence” version of the CGL
coverage form is included. Apart from the coveragger, both forms provide the same
coverages, which can be summarized as follows:

1. Coverage A — Bodily Injury and Property Damage Liallity — the insurer agrees
to pay on behalf of the insured those sums thaitiieed becomes legally obligated
to pay as damages because dlybiafliry or property damaged covered by the
policy. The insurer also agreedefend the insured against claims or suits alfpg
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6.6 GENERAL LIABILITY COVERAGE PART (cont'd)

such damages. Several exclusions define the sdamverage. Among the most important
exclusions are those applying to:

a. intended injury

b. injury to employees of the insured

c. pollution

d. aircraft

e automobiles

f. watercraft

g. damage to the insured’s own work or products

2.Coverage B — Personal and Advertising Injury Liabilty — the insurer agrees to pay on behalf
of the insured those sums that the insuredrbes legally obligated to pay as damages because
or “personal injury” and “advertising injuryd which the insurance applies. “Personal injury”
includes such offenses as:

. Libel

. Slander

. False arrest

. Wrongful eviction

. Violation of a person’s right of privacy

“Advertising injury” also includes libaind slander as well as additional offenses such as:

a. Misappropriation of another’s advertisidga

b. Infringement of copyright, title or slaga

Here, too several exclusions define the sadjroverage. One of the most important exclusions

eliminates coverage for injury arising ofibaal or written publication of material if thesared

knew that the material was false.

OO0 T

3. Coverage C — Medical Payments the medical payments insurance covers medicaresqgs,
irrespective of whether the insured is leghdple to pay them, for persons
other than insureds who are injured on the dsrpremises or because of the insured’s
operations.

6.6a MISCELLANEOUS FORMS OF GENERAL LIABILITY INSUR ANCE

The field of General Liability, in addition to the&o CGL Coverage Forms, include forms such as the
following, designed for specialized purposes:

1. Owners and Contractors Protective Liability — while the CGL forms include liability for
operations of independent contractors, this foraeisigned to cover that hazard specifically.
OCP protects the insured against claims foilpagury and property damage arising out of
work performed for the insured by another|uding the named insured’s acts or omission in
general supervision. Its most common use Edatect an owner for operations being performed
by a general contractor. Coverage is confioeal $pecific contractor and the specific location
of operations stated in the Declarations. Esiolus and other provisions are similar to those for
CGL. This is an “occurrence” form of coverage

2.Liquor Liability Coverage Form — CGL excludes liquor liability (liability for hawg caused

or contributed to a person’®kitation, furnishing to minors or in violation sfatute) for
those who are in the business@fufacturing, distributing, selling, serving orrfishing
alcoholic
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6.6a MISCELLANEOUS FORMS OF GENERAL LIABILITY INSUR ANCE (cont'd)

beverages. This form covers what CGL excludes amdailable under either an
occurrence or claims-made form.

3. Products/Completed Operations Liability Coverage Fam — Products/Completed
Operations Liability coverage is includedlie tCGL. A separate form, issued on
either an “occurrence” or “claims-made” bagsalso available to cover the products
and completed operations hazards separatatythe other CGL hazards. When a
CGL is issued by one company to exclude thezards, and a Products/Completed
Operations form is separately written by Arottompany, the overall coverage is the

same as would apply under a “full” CGL, altigh in different companies.

4. Pollution Liability Coverage and Pollution Liabilit y — Limited Form — two forms

are available to cover the pollution liabilgéyposures excluded in the CGL form.
Both cover liability for a “pollution incident'meaning emissions of pollutants into
or on land, the atmosphere or water, causing@mmental damage. The broader
form also covers liability for clean-up codBaith are on a “claims-made basis.

6.6b EXCESS LIABLITY/UNBRELLAS

When the basic liability limits provided by a pgliare insufficient for an insured’s needs, two
coverage forms are widely used to provide the afdit amounts needed — “umbrellas” and
“excess liability” policies.

Both add their limits to those provided by the uhygeg coverages. So if an insured purchased a
$1,000,000 umbrellas to be excess over an autoypeith limits of $500,000 the total liability
limits available to the insured would be $1,500,000

Neither form is standardized, meaning each insuasrdeveloped its own language and
variations. Some insurers even use several vam@mtbeach, issuing whichever is deemed
appropriate by the underwriter for

each insured risk. Therefore no claim can be agiflusithout reading the applicable form issued
to the insured.

1. Excess Liability — there are two basic types of excess liabilityqgies: “follow
form” and “stand-alone form” Batquire underlying policies to be in effect and
neither will provide any coverags provided by an underlying policy. For
example, if there is an auto ppln effect, both excess policies will provide @ut
liability limits. If there is nonderlying auto policy, neither excess form willveo
auto exposures. Once it has lble¢ermined an underlying policy is in effect;
however, the “follow form” andtésd-alone form” operate differently.

a. A Follow Form policy does ettgevhat its name implies — it provides the exact
same coverages, provisiorslusions, insureds, etc. as the underlying pdicie
If the auto policy coversst does the “follow form” liability. If the autooficy
excludes it, so does thel&fal form”. This makes the “follow form” policy
simple to underwrite and uuaffered at a lower price than other excess
liability forms. With a trdéllow form” excess policy, once the adjuster has
determined the underlyingipplwill respond for the loss, the only question
remaining for the excessiligbpolicy is what limits are available.
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6.6b EXCESS LIABILITY/UMBRELLAS (cont'd)

b. “Stand-alone form” policies also provide onlg tsame coverages as the underlying policies,
but each form does so owvts terms. For example, the “stand-alone form” willy cover
auto exposures if there isiaderlying auto policy, but will have its own auwrclusions and
limitations. There is no guaee that if the underlying policy covers, the fstalone form”
excess policy will also. Ebis reason, any adjuster handling a claim invg\ari‘'stand-
alone form” must be certainéview the form’s provisions before any suppossi about
how the excess liability widspond.
2.Umbrellas —an umbrellas form operates much like a “stand-&lpoécy except it will also
provide coverages not includethe underlying policies. Such additional covermgre
subject to the underwritingtloé insurer and vary from one umbrella form totheg so once
again the adjuster must revib@applicable umbrella form before making a deteation as
to whether the form will resygb These additional coverages (not included irutigerlying
but covered by the umbrellaynmclude coverageds such as:
a. non-owned aircraft or watercraft
b. property in care, custody and control
c. personal injury
d. worldwide premises lialyilit
e. limited pollution
f. professional
g. product recall
whenever a claim involves an underlying policy, tinebrella just as if it were a “stand-alone”
excess policy. If a claim involves a coverage ke/uimbrella but not by any underlying policy, the
umbrella becomes a primary liability policy. Anyath for which the umbrella is primary is subjecito
deductible known as the “self-insured retentionR)5

6.6c PROFESSIONAL LIABILITY INSURANCE

Professional Liability insurance covers liabilitisang from rendering of or failure to render pregenal
services. Standard forms of coverage are avaifable

1. Physicians, Surgeons and Dentists

2. Hospitals

3. Lawyers
With endorsements, these forms also apply for bleariks, medical and X-ray laboratories, nurses,
optometrists and veterinarians.

Numerous other types of professions and businggsrecthis type of coverage and are insured under
independent non-standard forms. A few examples:

. Architects and Engineers

. Accountants

. Insurance Agents

. Real Estate Brokers

. Stock Brokers

. Financial Planners

. Surveyors

The standard forms are available on both “occueéaad “claims-made” coverage basis.

~NOoO O~ WNE
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6.6d PHYSICIANS, SURGEONS AND DENTISTS (PS&D)

The form for PS&D Liability insurance has two coages: (1) Individual Professional Liability;
and (2) Partnership, Association or Corporatiorféasional Liability.

Individual coverage applies to each person naméigeibeclarations as an insured. Payment is
for legal liability resulting from a “medical ino@ht” defined as the furnishing of medical or
dental services by the insured, the insured’s epg@por anyone else under the personal
direction, control or supervision of the insuret;luding service by the insured on any
professional board or committee. Coverage excladgdiability incurred as a member, partner,
officer, director or stockholder or any professiopmartnership, association or corporation.

The second coverage applies to the same mediddénmts, but the insured is the organization
named in the Declarations, covered for servicesished by a member, partner, officer, director,
stockholder or employee or others acting undedttection, control or supervision of the
insured.

PS&D Liability excludes:
1. Criminal acts of the insured.

6.6d PHYSICIANS, SURGEONS AND DENTISTS (PS&D) (cord)

2. Liabilities as a proprietor, hospital adminisra office, stockholder, director, trustee
or governor of any health caeility or other enterprise.
3. Injuries to employees or obligations under ak&ts compensation or similar law.

Limits of liability provide for one limit per clainrand another limit as aggregate for all claims
during the policy period. These limits apply sepalsato each individual insured and to the
organization insured, if any. The basic limits $4€0,000 per claim and $300,000 aggregate;
higher limits are optionally available.

The insurer has the usual liability insurance datglefend the insured against claims and defense
costs are payable in addition to the policy limits.

In addition to medical doctors, the basic PS&D faiso applies to cover chiropodists,
chiropractors and physiotherapists.

The PS&D form may be endorsed to include individt@lerage for employed professionals,
such as dental hygienists, laboratory techniciZAgy technicians and pharmacists.

6.6e HOSPITALS

The Hospitals Professional Liability Form coveeiiity of the insured for “medical incidents”
which, in this form, are defined as acts or omissim the furnishing of professional health care
services (including food, beverages, medicatioppliances used, post-mortem handling of
bodies) and arising from service by members ohtiied insured’s professional boards or
committees.
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6.6e HOSPITALS (contd)

Coverage excludes liability for injuries to emplegeor obligations under any workers compensation or
similar law, liability of an individual insured fauch individual’s own acts or omissions, and lisbfor
motor vehicles, trailers, watercraft or aircraft.

One limit of liability applies “per medical incid€rand another as aggregate for all claims; basiid are
$100,000 per medical incident and $300,000 as ggtge

6.6f MISCELLANEOUS MEDICAL PROFESSIONS

Through endorsements to the PS&D or Hospital Psidesl Liability forms, other medical professione a
covered as follows:

1. Blood Banks— the Hospital form applies with “medical incidewlt&fined as an act or omission

in furnishing or professional services related t&king of a blood donation under the
supervision of the insured. Qage excludes injuries to employees and workergpensation
or similar law obligations, liity assumed under contract, and insured’s adtisias a doctor
of medicine.

2.Medical or X-ray Laboratories — the Hospital form applies with “medical incidewt&fined as

an act or omission in the fuhiig of professional services in performance afichl —
pathological exams and servioesliagnosing the status of health, disease arynpf humans
or animals and the taking oray-pictures. In

addition, products liability cenage is included for therapeutic agents prepaad, handled
or distributed by the named ieslrThe exclusions are the same as those for llaokss; in
addition, property damage toriaened insured’s products is excluded.

3. Nurses— the PS&D form applies with “medical incident” defd as an act or omission in
furnishing of professional nugsiservices by the insured or anyone acting undepénsonal
direction, control or supervisiofthe insured. The basic PS&D exclusions apply

4. Optometrist — the PS&D form, for both individual and organinaial coverages, is amended to

cover “optometric incidents” whiare defined to mean acts or omissions in thadhing of
professional optometric services

5. Veterinarians — the PS&D form (both coverages) is amended tadéfinedical incident”, as

any act or omission in the fghing of professional veterinarian services. Tlaeeeadditional
exclusions:
a. liability assumed under cocttra
b. liability for theft of an anirha
c. injury due to fire
d. liability for any type of velhic

6.69 LAWYERS

Lawyers Professional Liability covers for acts omissions of the insured in rendering professional
services as a lawyer, including activities as amiadstrator, conservator, executor, guardian, &egir
similar fiduciary responsibilities.

Persons included as insureds under this form:
1. If the named insured is an individual, thatsperis to the practice of Law as a sole proprietor.
2. If the named insured is a partnership, thengaship and the lawyers who are the partners.
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3. If the named insured is a corporation or assiociathe entity and the lawyers who
are stockholders or members.

4. Each lawyer employed by the named insured.

5. Lawyers who were previously insureds under, 2y 3 above, after termination of
the relationship, but only fergces that were rendered prior to termination.

Coverage for one who becomes an insured subsetud effective date of the policy is
afforded only for activities from that time forward

The form excludes claims arising out of dishoniatjdulent, criminal or malicious acts or
omissions of any insured or employee; claims bgmaployer against an insured who is a salaried
employee of such employer; claims for bodily injaryproperty damage; claims for loss
sustained by an insured as the beneficiary oribigge of a trust or estate.

In addition, the form excludes certain activitinsnhich lawyers engage, wherein protection for
the lawyer is normally provided through insuringsoth activities. These include various federal
acts involving the purchase, sale or offering @fusiies; activities as a fiduciary under the

Employees Retirement Income Security Act (ERISA)sibhesses other than the practice of law in
which the insured is involved as owner, partnemanager, duel capacity functions as both a
lawyer and a principal in another business or jashdic official or employee or a governmental
body.

The insurer has the usual duty to defend the insagainst claims, but the Lawyers Professional
Form differs from other forms in that claim expemsee a part of — not in addition to — the limits
of liability. Claim expenses are first deducted amel remainder of the limits apply for payment
of damages.

One limit applies to all claims and claim expenagsing out of the same or related professional
services, another as aggregate for all claim exggedsring the policy period. Basic
limits are $25,000/$75,000 with higher limits ojii.

6.6h PERSONAL LIABILITY

Personal Liability coverage, which may be writteithvor separately from a Dwelling Policy,
provides coverage for liabilities arising from fate residences and personal activities. It
includes Medical Payments to Others coverage.

Personal Liability coverage is available to ownecupants and non-owner occupants of a
dwelling, condominium unit, mobile home, co-op aphrtment.

While the basic forms are not identical, Personabllity coverage performs the same coverage
functions as Section Il of a homeowner’s policyeTdefinition of insureds and many of the
available endorsements are the same for both Rars@bility and Homeowners.

The minimum basic limits are $100,000 for liabilégd $1,000 for Medical Payments, and the
Damaged to Property of Others feature has a liffr$660. Like homeowners, there is a $10,000
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cap on statutorily imposed vicarious parental ligbthere is no build-in coverage for loss assemsts
imposed by condominium or homeowners associatimntsprotection may be added by endorsement.

6.6i HOMEOWNERS POLICY — SECTION Il
Coverage

Homeowners policies provide a package of protedtidmmeowners, renters and condominium dwellers,
that include both property and liability coveraggsction | — Property is covered in Chapters 4%nil
your Study Guide. Section Il — Liability is coverhdre.

Section Il contains two coverages: E — Liabilitydd=- Medical Payments to Others. Coverage E piotec
the insured from legal liability for bodily injurgr property damage to others. Coverage F pays éafical
and other related expenses for members of theqwhbid are injured through the insured’s personal
activities, without regard to the insured’s legabllity.

Insureds include the person named, residing spoesiejng relatives of either and any person umder
21 in the care of any such person. Additionally parson who is legally responsible for animals or
watchcraft owned by an inured is afforded cover@mgess such custody is without the owner’s
permission).

Personal, non-business activities are covered aanaviSection Il also applies to liability arisirrgrn
“insured location,” which includes”

1. The residence premises described in the Déidasa

2. Newly acquired residences during the policyqaer

3. Locations where an insured is temporarily riegicbr has rented for non-business use

4. Vacant land owned by or rented to an insured ribt farm land)

5. The insured’s land upon which a one-familywo-family dwelling is being constructed for the

insured
6. Cemetery plots or burial vaults

Exclusions

Section Il exclusions for principal interest limibverage as t o business or professional actiyities
motorized land conveyances and watercraft.

In excluding business pursuits, the policy doesexatude:
1. Activities which are usual to non-business pitss
2. The occasional rental of the dwelling to othessa residence
3. The partial rental of the residence
4. The use, in part, of the residence as an offickeool, studio or private garage

6.7 AUTO COVERAGE PART

The Auto Coverage Part is not part of the inforomath Public Adjuster is required to know. Public
Adjusters are not allowed to adjust claims on Autothe State of Pennsylvania.



