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BUSINESS INTERRUPTION EXTENSION (BUSINESS INCOME) 

1. INSURING CLAUSE 

1.1 Loss of Income:  In consideration of the additional premium paid, this Policy is extended 
to cover the actual loss of Income sustained by the Insured resulting directly from 
Business Interruption. 

1.2 Due consideration shall be given to the continuation of such reasonable charges and 
expenses, including payroll expenses, to the extent necessary to resume the Operations 
with the same operational capability as existed immediately before the physical loss or 
damage occurred to Buildings and/or Contents.  

 

1.3 Expenses to reduce loss:  Underwriters shall also pay to the Insured the additional 
necessary and reasonable costs and expenses incurred by the Insured in order to 
minimise its losses under this Extension and continue its business, less any savings 
which result from the reduced costs and expenses during the period of business 
interruption.  Underwriters' liability for such costs and expenses shall not exceed the 
amount by which loss otherwise payable under this Extension is thereby reduced.  For 
the avoidance of doubt, any sums paid by Underwriters in respect of such costs and 
expenses shall form part of and shall not be in addition to the Business Interruption Limit 
(if applicable) or Policy Limit (if applicable).   

1.4 Indemnity under this Extension shall commence from the date on which the physical loss 
or physical damage occurs to Buildings and/or Contents and continue for the entire period 
of interruption of business but not beyond the lesser of: 

1. the time required, with the exercise of due diligence and dispatch, to repair, rebuild or 
reinstate such part of the Buildings and/or Contents as has been destroyed or 
damaged commencing with the date of such direct physical loss or damage; or 

2. TWELVE (12) calendar months. 

2. DEFINITIONS 

"Business Interruption" shall mean the necessary and unavoidable interruption of or 
interference with the Insured's Operations provided always that: 

1. a business interruption value is declared in Schedule 2 to the Policy for the relevant Insured 
Location(s); and 

2. such business interruption occurs at an Insured Location; and 

3. such business interruption occurs as a direct consequence of one or more of the Covered 
Causes of Loss as are specified in item 4 of Schedule 1 and in respect of which cover has 
been purchased by the Insured. 

"Business Interruption Policy Limit" shall mean the business interruption policy limit stated in 
item 12 of Schedule 1. 

"Income" shall mean the net income (net profit or loss before income taxes) that would have 
been earned or incurred. 



Business Interruption Extension (Business Income) - 2010.doc Page 2 of 5 

"Finished Stock" shall mean stock manufactured by the Insured which in the ordinary course of 
the Insured's business is ready for packing, shipment and sale. 

"Merchandise" shall mean goods kept for sale by the Insured which are not the product of 
manufacturing operations conducted by the Insured. 

"Raw Stock" shall mean material in the state in which the Insured receives it for conversion into 
Finished Stock. 

"Stock in Process" shall mean Raw Stock which has undergone any ageing, seasoning, 
mechanical or other process of manufacture at the Insured's premises but which has not become 
Finished Stock. 

3. CONDITIONS 

3.1 Direct Damage 

No claim shall be payable under this Extension unless and until a claim has been paid or 
liability admitted by Underwriters, in respect of one or more of the Covered Causes of 
Loss (as specified in item 4 of Schedule 1 and in respect of which cover has been 
purchased by the Insured) and which Covered Cause(s) of Loss give rise to Business 
Interruption.  This condition shall not apply where no claim payment has been made or 
liability admitted solely owing to the operation of a Deductible which excludes liability for 
losses below a specified amount. 

3.2 Basis of Settlement 

1. The amount of Income loss shall be determined based on: 

(a) the net income of the Operations before the direct physical loss or damage to 
Buildings and Contents occurred; 

(b) the likely net income of the Operations if no physical loss or damage had 
occurred, but not including any net income that would likely have been earned as 
a result of an increase in the value of business due to favourable business 
conditions caused by the impact of the Covered Causes of Loss on customers or 
on other business; 

(c) the operating expenses, including payroll expenses, necessary to resume 
Operations with the same operational capabilities that existed immediately before 
the direct physical loss or damage; and 

(d) other relevant sources of information including:  the Insured's financial records 
and accounting procedures; bills, invoices and other vouchers; and deed, liens or 
contracts. 

2. Resumption of Operations 

If the Insured could reduce the loss under this Extension resulting from Business 
Interruption: 

(a) by complete or partial resumption of Operations, and/or 

(b) by making use of Merchandise, Raw Stock, Stock in Process or Finished Stock, 
or any other property at the Insured Locations or elsewhere, and/or 
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(c) by using or increasing Operations elsewhere, 

then such possible reduction(s) shall be taken into account in arriving at the amount 
of loss under this Extension. 

If the Insured does not resume Operations, or does not resume Operations as quickly 
as possible, Underwriters' liability shall be limited to the length of time it would have 
taken for the Insured to resume Operations as quickly as possible. 

3. Appraisal 

If Underwriters and the Insured disagree on the amount of Income and/or operating 
expense or the amount of loss, either may make written demand for an appraisal of 
the loss.  In this event, each party will select a competent and impartial appraiser. 

The two appraisers will select an umpire.  If they cannot agree, either may request 
that selection be made by the LCIA.  The appraisers will state separately the amount 
of Income and operating expense of the amount or loss.  If they fail to agree, they will 
submit their differences to the umpire.  A decision agreed to by any two will be 
binding.  Each party will: 

(a) pay its chosen appraiser; and 

(b) bear the other expenses of the appraisal and umpire equally. 

If there is an appraisal, Underwriters shall still retain the right to deny the claim. 

3.3 Proof of Loss 

The Insured shall give immediate written notice to Underwriters of any loss or damage 
under this Extension and shall protect the property from further damage that might result.  
Within 60 days following the date of physical loss or damage, the Insured shall render to 
Underwriters a proof of loss, signed and sworn by the Insured, stating the knowledge and 
belief of the Insured as to the following: 

1. the time and origin of the property loss or damage causing the interruption of 
business; 

2. the interest of the Insured and of all others in the business; 

3. all other contracts of insurance, whether valid or not, covering in any manner the loss 
insured against by this policy; 

4. any changes in the title, nature, location, encumbrance, possession of said business 
since the issuing of the Policy; and 

5. by whom and for what purpose any building at which loss or damage has occurred 
and the several parts thereof were occupied at the time of loss of damage, 

and shall furnish a copy of all the description and schedules in all policies, and the actual 
amount of business interruption value and loss claimed, accompanied by detailed exhibits 
of all values, costs and estimates upon which such amounts are based.  The Insured 
shall exhibit to any person designated by Underwriters all that remains of any property 
insured under this Extension, shall submit to examination under oath by any person 
named by Underwriters, shall produce for examination all books of account, bills, invoices 
and other vouchers, or certified copies thereof if originals be lost, at such reasonable time 
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and place as may be designated by Underwriters or its representatives and shall permit 
extracts and copies thereof to be made. 

4. EXCLUSIONS 

This Extension DOES NOT INDEMNIFY AGAINST: 

4.1 Increase in loss or damage resulting directly or indirectly from interference at the Insured 
Locations, by strikers or other persons, with rebuilding, repairing or reinstating the 
property or with the resumption or continuation of Operations. 

4.2 Increase in loss or damage caused directly or indirectly by suspension, lapse or 
cancellation or any lease, licence, contract, or order, unless such results directly from 
Business Interruption and then Underwriters shall be liable only for such loss as affects 
the Insured's Gross Earnings during and limited to the Policy Period. 

4.3 Increase in loss or damage caused directly or indirectly by the enforcement of any 
ordinance or law regulating the use, reconstruction, repair or demolition of any property 
insured hereunder. 

4.4 Loss of market or any other consequential loss or damage except as specifically insured 
herein. 

4.5 Loss or damage as a result of physical or mental or bodily injury to any person. 

4.6 Any loss or damage during any period in which goods would not have been produced, or 
Operations or services would not have been maintained, for any reason other than 
physical loss or physical damage of the type insured against to which this coverage 
applies. 

4.7 Any loss or damage due to fines or damages for breach of contract or penalties of 
whatever nature. 

4.8 Any loss or damage with respect to any additional time required for making change(s) to 
the buildings, structures, or equipment for any reason, nor any additional time required for 
re-staffing or retraining employees. 

5. LIMITATIONS 

5.1 In respect of loss or damage suffered under this Extension, Underwriters' maximum 
liability shall never be more than the Business Interruption Policy Limit (if applicable), or 
Policy Limit (if applicable) where this Policy Limit is a combined amount for losses arising 
from both physical loss or physical damage and Business Interruption, for any one 
Occurrence. 

5.2  For the avoidance of doubt, where a Business Interruption Policy Limit applies to losses 
suffered under this Extension, it shall apply to the aggregate of all claims by all Insureds 
and in respect of all Insured Locations hereunder, and Underwriters shall have no liability 
in excess of the Business Interruption Policy Limit whether insured losses are sustained 
by all of the Insureds or any one or more of them or whether insured losses are sustained 
at any one or more of the Insured Locations.  Where the parties to this insurance have 
agreed that the Policy Limit shall be a combined amount for losses arising from both 
physical loss or physical damage and Business Interruption, Clause 7.3 shall apply in 
respect of Underwriters' maximum liability for losses suffered under this Extension. 
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5.3 With respect to loss under this Extension resulting from damage to or destruction of film, 
tape, disc, drum, cell and other magnetic recording or storage media for electronic data 
processing, the length of time for which Underwriters shall be liable hereunder shall not 
exceed: 

1. Thirty (30) consecutive calendar days or the time required with exercised due 
diligence and dispatch to reproduce the data thereon from duplicates or from originals 
of the previous generation, whichever is less; or 

2. the length of time that would be required to rebuild, repair or reinstate such property 
but not exceeding twelve (12) calendar months, 

whichever is the greater length of time. 

SUBJECT OTHERWISE TO ALL THE TERMS, CONDITIONS, LIMITATIONS AND EXCLUSIONS 
OF THE POLICY TO WHICH THIS EXTENSION IS ATTACHED. 

 


