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1 08/13/2015 Contract/Warranty, Complaint Filed by Plaintiff Johnson, G Grant an Individual on
Behalf of Himself And A Class of Similarly Situated Persons as to Defendant Hartford
Casualty Insurance Company, an Indiana Corporation Does 1 to 25 Summons Issued,
Judicial Council Civil Case Cover Sheet Filed Case Management Conference Scheduled
For Jan-13-2016 Proof of Service Due on Oct-13-2015 Case Management Statement
Due on Dec-21-2015 Complex Litigation Assignment Requested by Filing Parties; Fee
Included in Filing Fee

2 08/13/2015 Notice to Plaintiff

3 08/26/2015 Summons on Complaint (Transaction ID # 57774450), Proof of Service Only, Filed by
Plaintiff Johnson, G Grant an Individual on Behalf of Himself And A Class of Similarly
Situated Persons Served Aug-14-2015, Personal Service on Defendant Hartford
Casualty Insurance Company, an Indiana Corporation

Calendar
Date Details

01/13/2016 Matter: Case Management Conference
Location: Civic Center Courthouse Room 610
Judge: John K. Stewart

Payments
Date Amount Payment Type Receipt Reason
08/13/2015 $1,450.00 Credit Card W0815813f023 Civil Complaint/Petition/Other First Paper
08/13/2015 $1,450.00 Check W0815813f023 Civil Complaint/Petition/Other First Paper
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, SUM-100
. Asggml?};lsc IAL) (SOLO PARA S0 DE LA CORTE)
NOTICE TO DEFENDANT:
(AVISO AL DEMANDADO):

HARTFORD CASUALTY INSURANCE COMPANY, an Indiana
corporation; and DOES 1-25,

YOU ARE BEING SUED BY PLAINTIFF:
(LO ESTA DEMANDANDO EL DEMANDANTE):

G. GRANT JOHNSON, an individual, on behalf of himself and a class
of similarly situated persons,

NOTICE! You have been sued. The court may decide against you without your being heard unless you respond within 30 days. Read the information
below.

You have 30 CALENDAR DAYS after this summons and legal papers are served on you to file a written response at this court and have a copy
served on the plaintiff. A letter or phone call will not protect you. Your written response must be in proper legal form if you want the court to hear your
case. There may be a court form that you can use for your response. You can find these court forms and more information at the California Courts
Online Self-Help Center (www.courtinfo.ca.gov/selfhelp), your county law library, or the courthouse nearest you. If you cannot pay the filing fee, ask
the court clerk for a fee waiver form. If you do not file your response on time, you may lose the case by default, and your wages, money, and property
may be taken without further warning from the court.

There are other legal requirements. You may want to call an attorey right away. If you do not know an attorney, you may want to call an attorney
referral service. If you cannot afford an attorney, you may be eligible for free legal services from a nonprofit legal services program. You can locate
these nonprofit groups at the California Legal Services Web site (www./awhelpcalifornia.org), the Califomnia Courts Online Self-Help Center
(www.courtinfo.ca.gov/seifhelp), or by contacting your local court or county bar association. NOTE: The court has a statutory lien for waived fees and
costs on any settlement or arbitration award of $10,000 or more in a civil case. The court's lien must be paid before the court will dismiss the case.
jAVISO! Lo han demandado. Si no responde dentro de 30 dias, la corte puede decidir en su contra sin escuchar su version. Lea la informacion a
continuacion.

Tiene 30 DIAS DE CALENDARIO después de que le entreguen esta citacién y papeles legales para presentar una respuesta por escrito en esta
corte y hacer que se entregue una copia al demandante. Una carta o una llamada telefénica no lo protegen. Su respuesta por escrito tiene que estar
en formato legal correcto si desea que procesen su caso en la corte. Es posible que haya un formulario que usted pueda usar para su respuesta.
Puede encontrar estos formularios de la corte y més informacion en el Centro de Ayuda de las Cortes de California (www.sucorte.ca.gov), en la
biblioteca de leyes de su condado o en la corte que le quede més cerca. Si no puede pagar la cuota de presentacion, pida al secretario de la corte
que le dé un formulario de exencion de pago de cuotas. Si no presenta su respuesta a tiempo, puede perder el caso por incumplimiento y la corte le
podra quitar su sueldo, dinero y bienes sin mas advertencia.

Hay otros requisitos legales. Es recomendable que llame a un abogado inmediatamente. Si no conoce a un abogado, puede llamar a un servicio de
remisién a abogados. Si no puede pagar a un abogado, es posible que cumpla con los requisitos para obtener servicios legales gratuitos de un
programa de servicios legales sin fines de lucro. Puede encontrar estos grupos sin fines de lucro en el sitio web de California Legal Services,
(www.lawhelpcalifornia.org), en el Centro de Ayuda de las Cortes de California, (www.sucorte.ca.gov) o poniéndose en contacto con la corte o el
colegio de abogados locales. AVISO: Por ley, la corte tiene derecho a reclamar las cuotas y los costos exentos por imponer un gravamen sobre
cualquier recuperacion de $10,000 6 mas de valor recibida mediante un acuerdo o una concesién de arbitraje en un caso de derecho civil. Tiene que

pagar el gravamen de la corte antes de que la corte pueda desechar el caso.

The name and address of the court is: : . .
(El nombre y direccién de la corte es): San Francisco Superior Court

CASE NUMBER:
400 McAllister Street

"C6C-"15-54737¢_|
San Francisco, CA 94102 ' |

The name, address, and telephone number of plaintiffs attorney, or plaintiff without an attorney, is:
(El nombre, Ia direccién y el numero de teléfono del abogado del demandante, o del demandante que no tiene abogado, es):

Micheal von Loewenfeldt, 101 Mission St., 18th Fl., San Francisco, CA 9 . (415) 371-8500

DATE: lerk, b

Fecha) AUG 13 2015 CLERK OF THF PNI 1R (Secyefario)

(For proof of service of this summons, use Proof of Service of Summops (form P 0).)
(Para prueba de entrega de esta citatién use el formulario Proof of S¢rvi ummons, (POS.

NOTICE TO THE PERSON SERVED: You are served

EGA'AVARRO, Rossaly

1. ] as an individual defendant.
2. [] asthe person sued under the

3. 7 on behalf of (specify):

under: [__] CCP 416.10 (corporation) CCP 416.60 (minor)
1 CCP 416.20 (defunct corporation) CCP 416.70 (conservatee)
[] CCP 416.40 (association or partnership) [_] CCP 416.90 (authorized person)

[ other (specify):

4. [ by personal delivery on (date):

Page 1 of 1
Form Adopted for Mandatory Use Code of Civil Procedure §§ 412.20, 465
Judicial Council of California SUMMONS www,c?)?minfo.ca.gov

SUM-100 [Rev. July 1, 2009]
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j Email: mvl@kerrwagstaffe.com
2 ||Ivo LABAR (203492)
< Email: labar@kerrwagstaffe.com
= 3 || JENNIFER FREELAND (301733)
Email: freeland@kerrwagstaffe.com
W 4 (| KERR & WAGSTAFFE LLP
101 Mission Street, 18th Floor
o 5 || San Francisco, CA 94105-1727
Telephone: (415) 371-8500
O 6 || Fax: (415) 371-0500
7 || Attorneys for Plaintiff
G. GRANT JOHNSON
8
9
SUPERIOR COURT FOR THE STATE OF CALIFORNIA
10
COUNTY OF SAN FRANCISCO
11
UNLIMITED JURISDICTION &
12 / ‘
13 (aC-15 -5473 /¢
14
G. GRANT JOHNSON, an individual, on behalff CLASS ACTION
15 || of himself and a class of similarly situated
s persons, Case No.
. Plaintiff, COMPLAINT FOR:
8 (1) BREACH OF CONTRACT
v
(2) BREACH OF IMPLIED
19 COVENANT (“BAD FAITH”)
20 HARTFORD CASUALTY INSURANCE
COMPANY, an Indiana corporation; and DOES (3) DECLARATORY RELIEF
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Plaintiff G. Grant Johnson, on behalf of himself and all others similarly situated, allege as

follows:
PARTIES

1. Plaintiff G. Grant Johnson is an individual who resides in Napa, California,
conducts business in San Francisco, California and is a citizen of the State of California.

2. Plaintiff seeks to represent a class of persons (the “Class”) defined as follows:

All California residents insured under a HARTFORD insurance
who suffered a partial loss of a covered structure within the
applicable statute of limitations period including any period of
tolling who was not paid the limits of the applicable coverage and
whose indemnity payment for the structure was decreased as a
result of depreciation of sales tax and/or one or more of the
following structural components: baseboards/trim,
cement/concrete/asphalt, doors, drywall, electrical wiring,
fireplace, framing/rough carpentry, insulation, lath and plaster,
masonry, marble, ornamental iron, plumbing, stucco, and/or stairs.

3. Defendant HARTFORD CASUALTY INSURANCE COMPANY, INC.
(hereinafter “HARTFORD?) is a corporation organized and existing under the laws of the State
of Indiana. Their principal place of business is in Hartford, Connecticut. HARTFORD insures a
large number of buildings and structures for policy holders who reside in California, employs
sales agents and maintains various facilities in California and otherwise has conducted
continuous and substantial activities within California which make it amenable to the exercise of
personal jurisdiction by this Court.

VENUE

4. Venue is appropriate in San Francisco County because it is where the insured
property was located.

GENERAL FACTUAL ALLEGATIONS

5. Payment of actual cash value (“ACV”) for an insurance loss in California is
governed by Insurance Code section 2051, which specifies, among other things, how and when
depreciation may be calculated on a partial loss. HARTFORD is required to comply with the

provisions of California Insurance Code section 2051(b) and the regulations promulgated

thereunder.
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6. In a partial loss, Insurance Code section 2051(b)(2) requires that ACV shall be
calculated as follows:
In case of a partial loss to the structure, or loss to its contents, the
amount it would cost the insured to repair, rebuild, or replace the
thing lost or injured less a fair and reasonable deduction for
physical depreciation based upon its condition at the time of the
injury or the policy limit, whichever is less. In case of a partial loss
to the structure, a deduction for physical depreciation shall apply

only to components of a structure that are normally subject to
repair and replacement during the useful life of that structure.

7. Accordingly, Insurance Code section 2051 allows insurers to make a “fair and
reasonable” deduction for “physical depreciation” based upon the “condition” of the damaged
property at the time of the loss. Insurance Code section 2051 also prohibits, however, deductions
for “physical depreciation” of structural components that are not normally subject to repair and
replacement during the useful life of a structure.

8. These provisions of Insurance Code section 2051 were added to California law in
2004 as AB 2962. Consistently throughout the legislative history of these provisions, the
California Insurance Commissioner explained that the law is intended to prevent depreciation of
parts of the structure such as “two-by-four studs, drywall, cement posts, and other components
that do not usually wear out.”

9. Plaintiff G. Grant Johnson, doing business as Stimulus, was insured under
HARTFORD’s Business Owners Insurance Policy No. 57 SBA DO0133 (attached as Exhibit A).
He owned property that was insured under the policy and located in San Francisco, California.
The insured building suffered a partial loss as a result of a fire on December 20, 2013.

10. Plaintiff’s policy stated that HARTFORD may pay the actual cash value for
property.

11.  The policy echoes Insurance Code section 2051, and provides that the actual cash
value of a partial loss to an insured building or structure is determined by whichever is less of:

(1) The amount it would cost to repair, rebuild or replace the property less a fair
and reasonable deduction for physical depreciation of the components of the
building or structure that are normally subject to repair or replacement during its
useful life. Physical depreciation is based upon the condition of the property at
the time of the loss;

(2) The limit of Insurance applicable to property.

2
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12.  Following his loss, Plaintiff submitted his property claims to HARTFORD.

13.  Incalculated its ACV payment for the Plaintiff’s structural loss, HARTFORD
depreciated all components of Plaintiff’s structural loss without regard to whether the
components were normally subject to repair and replacement during the useful life of that
structure. HARTFORD depreciated numerous components that are expected to last during the
useful life of the structure without any repair or replacement, and thus were not subject to
depreciation at all under Insurance Code section 2051(b) or the terms of HARTFORD’s
insurance policy. In particular, HARTFORD unlawfully took the following depreciation on
items not normally subject to repair and replacement during the useful life of the structure:

Amount of Percentage
Depreciation  Depreciation

Baseboards/Trim $746.97 7.61%
Cement $4.96 0.55%
Doors $1,065.55 26.42%
Drywall $2,462.42 19.81%
Electrical wiring $9,688.17 32.18%
Framing and rough carpentry $1,472.21 7.74%
Insulation $1,368.23 28.14%
Lath and plaster $17,366.80 20.21%
Marble $145.22 80.00%
Ornamental iron $85.16 8.76%
Plumbing $2,434.25 42.16%
Stairs $18.75 10.00%

14.  In addition, HARTFORD unlawfully underpays actual cash value by decreasing
the sales tax component of actual cash value by the percentage of physical depreciation taken on
the claim. Sales tax is a necessary component of the “cost to repair, rebuild or replace the
property” and thus must be included in the ACV calculation. Sales tax is not, however, subject
to physical depreciation because it is an intangible, not something that can wear out. Neither
California law nor the insurance policy allow HARTFORD to take depreciation on the sales tax
component of ACV.

15.  To protect California insureds from arbitrary or improper deductions for
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depreciation such as these, California Code of Regulation section 2695.9(f) states, in pertinent
part, “[w]hen the amount claimed is adjusted for betterment, depreciation or salvage, all
justification for the adjustment shall be contained in the claim file . . . The basis for any
adjustment shall be fully explained to claimant in writing.” Plaintiff is informed and believes,
and thereupon alleges, that HARTFORD does not independently justify the depreciation in the
claim file as required by California Code of Regulation section 2695.9(f).

16.  Accordingly, during the relevant time period, HARTFORD violated its contracts,
Insurance Code section 2051(b) and California Code of Regulation section 2695.9(f) by (1)
taking depreciation on structural components not subject to depreciation under California law
and the insurance contract, (2) taking depreciation on sales tax, and (3) failing to document the
basis for each deduction.

17.  Plaintiff is further informed and believes HARTFORD willfully chose to ignore
Insurance Code section 2051(b) and California Code of Regulations section 2695.9(f) despite
full knowledge of these provisions of law.

18.  Plaintiff is further informed and believes that, as happened in his claim, when
insureds challenge HARTFORD’s unlawful depreciation methodology that results in
“lowballing” claims to insureds, HARTFORD does not re-adjust the claims in compliance with
Insurance Code section 2051(b). Instead, HARTFORD attempts to coerce insureds into
mandatory appraisal of the insurance policy, despite the fact that the appraisal provisions of the
standard form policy are not applicable to a dispute over the interpretation of Insurance Code
section 2051 or the insurance policy.

19.  HARTFORD'’s conduct as it relates to Insurance Code section 2051 and other
implementing regulations has tolled any applicable statutes of limitations against it under the
doctrines of equitable tolling and equitable estoppel.

CLASS ACTION ALLEGATIONS

20.  Plaintiff brings this action as a class action pursuant to California Code of Civil
Procedure section 382.

21.  Numerosity: Plaintiff is informed and believes, and thereupon alleges, that the

4
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Class contains thousands of members and that joinder of the claims of the Class in a single action
is therefore impracticable.

22.  Common Questions: There exist questions of law and fact common to all
members of the Class. Common legal and factual questions include, but are not limited to, the
following:

a. Whether HARTFORD complies with Insurance Code sections 2051(b), 2071 and
California Code of Regulations section 2695.9(f) in adjusting partial structure loss
claims in California;

b. Whether HARTFORD wrongfully takes depreciation from structural components
that are not normally repaired or replaced during the useful life of a structure;

C. Whether each of the following items is subject to depreciation under Insurance
Code section 2051(b) and the HARTFORD policy: baseboards/trim,
cement/concrete/asphalt, doors, drywall, electrical wiring, fireplace,
framing/rough carpentry, insulation, lath and plaster, masonry, marble,
ornamental iron, plumbing, stucco, and/or stairs.

d. Whether HARTFORD wrongfully depreciates sales tax;

e. Whether HARTFORD fails to document the depreciation it takes as required by
California Code of Regulations section 2695.9(f);

e. Whether HARTFORD has a practice of “lowballing” insureds with excessive
depreciation practices in an effort to unlawfully coerce their insureds into the
inapplicable, expensive and futile appraisal process.

23.  Typicality: Plaintiff’s claims are typical of the claims of the Class in that all such
claims arise out of the improper settlement of property claims by the use of improper
depreciation methods that do not comport with the requirements of Insurance Code section
2051(b). Plaintiff and the Class have suffered a common injury arising out of HARTFORD’s
common course of conduct as alleged herein. The relevant provisions of HARTFORD’s policies
issued during the relevant time period are substantially the same for each member of the Class.

HARTFORD has depreciated property claims of Plaintiff and the Class in the same manner,
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following the same or substantially the same methods and criteria. In response to Plaintiff’s
objections to its illegal depreciation method, HARTFORD admitted that the previously described
method is HARTFORD’s “standard approach to depreciation for all partial property losses.”

24.  Adequacy of Representation: Plaintiff will fairly and adequately protect the
interests of the Class. Plaintiff has no interests which conflict with the Class and have retained
attorneys who are experienced in the prosecution of complex consumer class action litigation.

25.  Community of Interest: Questions of law or fact common to the Class
predominate over any questions affecting only individual members. The issues raised in this
action involve: (1) substantially identical insurance policies; (2) a uniform regulation governing
the depreciation of property; (3) practices which were used uniformly by HARTFORD to
depreciate property; (4) a common intention on the part of HARTFORD with respect to the use
of their standard depreciation methods; and (5) a uniform overstatement of the depreciation of
property. There are no material questions in this action which are not common to Plaintiff and
the Class.

26.  Superiority of The Class Action Procedure: Class treatment of the claims asserted
by Plaintiff is superior to other methods of adjudicating the claims of the Class in that:

a. The prosecution of separate actions by individual members of the Class would
create a foreseeable risk of inconsistent or varying adjudications which would
establish incompatible results and standards of conduct for HARTFORD,;

b. Class action treatment avoids the waste and duplication inherent in thousands of
individual actions and conserves the resources of the courts;

c. The cost of litigating individual claims relating to Insurance Code section 2051(b)
is so great that, in the absence of a class action, members of the Class have no
effective remedy. Because of the relatively small size of their claims and the high
cost of litigation, in the absence of a class action it is likely that no member of the
Class would seek legal redress for the violations alleged herein;

d. Class members are unlikely to be interested in the control of their individual

claims because the claims are essentially identical and, if a particular member of
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the Class has a compelling reason to control his or her claim, he or she may opt
out of the Class; |

e. Plaintiff is aware of no litigation which has been commenced by or against
members of the Class relating to the issues addressed in this litigation;

f. There are no difficulties which arise from the concentration of the claims asserted
herein in a single forum and there are considerable economies in such
concentration;

g. There are no difficulties in managing this action because of the virtual identity of
legal and factual issues required to be resolved for Plaintiff and the Class;

h. HARTFORD has refused to act on grounds that apply generally to the class, so
that final injunctive relief or corresponding declaratory relief is appropriate
respecting the class as a whole;

Accordingly, this case should be maintained as a class action.

FIRST CAUSE OF ACTION
BREACH OF CONTRACT
(By Plaintiff and the Class against HARTFORD)

27.  Plaintiff re-alleges and incorporates by reference paragraphs 1-26 as if they were
fully set forth herein.

28. HARTFORD entered into a written insurance contract with Plaintiff to provide
coverage for the loss or damage to building or structure. The terms of such contract are set forth
in the HARTFORD policy. As previously alleged, Insurance Code sections 2051(b), 2071 and
California Code of Regulation section 2695.9(f) forms a part of the contract between
HARTFORD, on the one hand, and Plaintiff, on the other.

29.  HARTFORD entered into materially similar contracts of insurance with the Class.

30.  Plaintiff and the Class members each performed their duties under the insurance
contract, including payment of premiums, and coverage was in effect at the time that they made
claims.

31. HARTFORD breached its obligation under the contract of insurances with

Plaintiff and the Class by failing to pay Plaintiff and each Class Member actual cash value for his
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or her loss as a result of (a) improper deductions for physical depreciation on structural
components that are not subject to depreciation and (b) taking a deduction for “depreciation”
from the amount attributed to sales taxes.

32.  The breaches of contract by HARTFORD caused loss and damage to Plaintiff and
the Class.

WHEREFORE, Plaintiff prays for judgment as set forth below.

SECOND CAUSE OF ACTION
BREACH OF THE IMPLIED COVENANT OF GOOD FAITH AND FAIR DEALING
(By Plaintiff and the Class against HARTFORD)

33.  Plaintiff re-alleges and incorporates by reference paragraphs 1-26 as if they were
fully set forth herein.

34.  The covenant of good faith and fair dealing implied in every contract requires that
each party refrain from any act extraneous to the provisions of the contract that would deprive
the other party of the benefits of the contract. In addition, California law imposes on -
HARTFORD, as an insurer, a duty of the utmost good faith and fair dealing toward its
policyholders when settling their claims.

35.  Under the covenant of good faith and fair dealing implied into the insurance
contracts between HARTFORD and Plaintiff and other members of the Class, HARTFORD was
obligated to settle property claims fairly, honestly and reasonably using a depreciation method
that complies with Insurance Code section 2051(b) and California Code of Regulation section
2695.9(f).

36. HARTFORD breached the covenant of good faith and fair dealing by: (1)
representing falsely that the amount set forth in its settlement was the “actual cash value” of
structural components when HARTFORD knew that it was not; (2) concealing from Plaintiff and
the Class that the depreciation applied by its standard policy was not in accordance with
Insurance Code section 2051(b) and other applicable regulations even though HARTFORD
knew that such deductions were not fair, justified, or reasonable; (3) by applying depreciation to
structural components that are not normally repaired or replaced during the useful life of the

structure; and (4) by attempting to force insureds into appraisal after illegally lowballing the
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claims as described above.

37.  Asaresult of the breach by HARTFORD of the covenant of good faith and fair
dealing, Plaintiff and the Class have been damaged.

38. HARTFORD knew it was violating the law with its depreciation methodology
and did so in order to illegally profit at the expense of its insureds. HARTFORD therefore has
acted with malice, oppression and fraud. HARTFORD has been intentionally dishonest and has
showed a conscious disregard to its insureds’ rights by ignoring Insurance Code section 2051 and
other implementing regulations.

39. HARTFORD’s intentional conduct as alleged herein constitutes malice under
Civil Code section 3294(c)(1), justifying the imposition of punitive damages because
HARTFORD ignored the clear legislative mandate of section 2051 by acting with knowing
disregard when it was aware of the probable harmful consequences of its conduct in ignoring
Insurance Code section 2051 and deliberately failed to avoid those consequences by simply
complying with applicable law.

40. HARTFORD’s intentional bad faith, as alleged herein, was in derogation of its
duty of good faith to its policyholders and resulted in substantial economic hardship to Plaintiff
and the Class. HARTFORD’s conduct in these matters constitutes oppression under Civil Code
section 3294(c)(2), justifying the imposition of punitive damages, because HARTFORD’s
conduct constitutes vile, base, contemptible, miserable, wretched and loathsome conduct that is
looked down upon and despised by ordinary people.

41. HARTFORD uses the depreciation for the purpose of deceiving Plaintiff and the
Class into accepting less than the full value to which they were entitled in settlement of their
claims. HARTFORD’s deceitful, bad faith conduct, as alleged herein, constitutes fraud under
Civil Code section 3294, justifying the imposition of punitive damages, because HARTFORD
intentionally misrepresented or concealed material facts relating to the proper depreciation
methodology that must be followed under Insurance Code section 2051 and did so intending to
harm Plaintiff and the Class.

WHEREFORE, Plaintiff prays for judgment as set forth below.

9
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THIRD CAUSE OF ACTION
DECLARATORY RELIEF
(By Plaintiff and the Class against HARTFORD)

42.  Plaintiff re-alleges and incorporates by reference paragraphs 1-26 as if they were
fully set forth herein.

43.  Anactual controversy has arisen and now exists between the parties concerning
whether Defendant is violating Insurance Code section 2051(b) and the other regulations cited
herein, including but not limited to: -

(@ whether HARTFORD is legally permitted t(; take depreciation on
baseboards/trim, cement/concrete/asphalt, doors, drywall, electrical wiring, fireplace,
framing/rough carpentry, insulation, lath and plaster, masonry, marble, ornamental iron,
plumbing, stucco, and/or stairs;

b) whether HARTFORD is legally permitted to take depreciation on sales tax
included in the calculation of replacement cost; and

(©) whether HARTFORD is required to disclose the specific basis for each deduction
for depreciation; entitled to conceal its method of depreciation from its insureds.

44.  Plaintiff is informed and believes that HARTFORD disputes that it is violating
Insurance Code section 2051(b) and other regulations cited herein.

45.  Plaintiff seeks a declaration that defines the rights and obligations under the
Policies, on behalf of himself and all others similarly situated.

46.  Pursuant to the Declaratory Judgment Act, Plaintiff requires a judicial
determination of the parties’ rights and obligations regarding Insurance Code section 2051 and
injunctive relief as warranted.

47.  Accordingly, a judicial declaration is necessary and appropriate at this time.

WHEREFORE, Plaintiff prays for judgment as set forth below.

FOURTH CAUSE OF ACTION
VIOLATION OF BUSINESS AND PROFESSIONS CODE § 17200
(By Plaintiff and the Class against HARTFORD)

48.  Plaintiff re-alleges and incorporates by reference paragraphs 1-26 as if they were
fully set forth herein.

10
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48.  California Business & Professions Code section 17200 (the “Unfair Competition
Law”) prohibits acts of “unfair competition,” including any “unlawful, unfair or fraudulent
business act or practice.”

49.  California Business & Professions Code section 17204 sets forth the standing
requirements for an unfair competition action. It provides than an individual may pursue such an
action if the person “suffered injury in fact and has lost money or property as a result of unfair
competition.” Plaintiff has standing in this action because he has suffered an injury in fact and
lost money or property in the form of an understatement of the value of his property claims
though a depreciation method that does not comply with Insurance Code section 2051(b) and
other applicable regulations. Plaintiff and the Class are entitled to restitution of the wrongfully
withheld amounts and an injunction correcting and prohibiting the wrongful practice.

50. HARTFORD further violated the Unfair Competition Law when it violated
Insurance Code section 2051(b) as described previously. HARTFORD continues to violate the
Unfair Competition Law by breaching the insurance contracts and failing to comply with
Insurance Code section 2051(b) as heretofore alleged.

51.  Asadirect and proximate result of HARTFORD’s violation of the Unfair
Competition Law, Plaintiff and the Class have suffered injury and will continue to suffer injury
as a result of the underpayment of the actual cash value of their losses.

52.  Plaintiff and the Class seek an order from the Court enjoining HARTFORD, and
those in concert and participation with it, from conducting or participating in the acts alleged in
this Complaint to violate the Unfair Competition Law and for the re-adjustment of illegally
adjusted claims. Plaintiff and the Class also seek an order from the Court for restitution and/or
disgorgement of profits in the form of excessive depreciation withheld from payment as a result
of the unlawful practices discussed above.

WHEREFORE, Plaintiff prays for judgment as set forth below.

PRAYER
WHEREFORE, Plaintiff prays for judgment against HARTFORD as follows:

a. For certification of this action as a class action;

11
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For damages according to proof at trial;

For a declaration regarding the party’s respective rights under Insurance
Code section 2051(b);

For an order requiring HARTFORD to readjust all claims of class
members in accordance with Insurance Code section 2051(b);

For an order to HARTFORD to administer its policies in accordance with
Insurance Code section 2051(b);

For an order prohibiting HARTFORD from taking depreciation on
structural components not normally repaired or replaced during the useful
life of the structure;

For an order prohibiting HARTFORD from taking depreciation on sales
tax included in the calculation of replacement cost;

For an order requiring HARTFORD to provide a specific explanation of
how depreciation was calculated on claims including an analysis of the
condition of the claims;

For restitution of excessive depreciation withheld as a result of the
unlawful practices discussed above;

For exemplary and punitive damages as permitted by law;

For reasonable attorneys’ fees and costs of suit pursuant to Code of Civil
Procedure section 1021.5 or any other applicable law;

For such other and further relief as the Court deems just and proper in the

premises.

KERR & WAGSTAFFE LLP

By:
MICHAEL VON LOEWENFELDT

Attorneys for Plaintiff
G. GRANT JOHNSON
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DEMAND FOR JURY TRIAL

PLAINTIFF HEREBY DEMANDS A TRIAL BY JURY.
DATED: 3, '3 / w5 KERR & WAGSTAFFE LLP

By: M

MICHAEL VON LOEWENFELDT

Attorneys for Plaintiff
G. GRANT JOHNSON
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Business Insurance Policy
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33 This Spectrum Pollcy consists of the Daclarations, Coverage Forms, Common Palicy Conditions and any
01 othet Forms and Endorsemants issued to be a partof the Policy. This insurance is provided by the stock
BO insurance company of The Harfford Insurance Group shown below.

SBA

INSURER:  HARTFORD CASUALTY INSURANCE COMPANY

- ONE HARTFORD PLAZA, HARTFORD, ‘CT 06155
COMPANY CODE: 3

Policy Number: 57 SBA DO0133 DX

SPECTRUM POLICY DECLARATIONS

Named Insured and Malling Address: G. GRANT JOHNSON
(No.,, Street, Town, State, Zip Code) DBA: STIMULUS
P.O. BOX 170519
BAN .FRANCISCO CA. 94117
Policy Period: From 04/15/13 To 04/15/14 1 YEAR

12:01-a.m., Standard time at your mailing address shown ahove. Exception: 12 noon in New Hampshire.
Name of Agent/Broker; CLAYSCOTT INSURANCE AGENCY INC/PHS

Code: 555899

Previous Policy Number: 57 5BA DO0133

Namad Insured Is: INDIVIDUAL

Audit Period: NON-AUDITABLE

Type of Property Coverage: SPECIAL

Insurance Providad: In return for the payment of the' premium:and subjectto all of the terms of this policy, we
agree with you to provide insurance as stated in this palicy.

TOTAL ANNUAL PREMIUM (S: §7, 802

Countersigned by 01/31/13

Date

Form 85 00 02 1206 Page 001 (CONTINUED ON NEXT PAGE)
Process Date: 01/31/1% Policy Expiration Date: 04/15/14



Case 3:15-cv-04138-WHO Document 1-1 Filed 09/11ii5 Page 23 of 58

SPECTRUM POLICY DECLARATIONS (Gmﬂnued)
POLICY NUMBER: 57 SBA DOOT33

Location(s), Building(s), Business of Named Insured and Schedule of Coverages for Premises as designated by
Nurmbsr below.

Location: 001 Building: 001

321-329 DIVISADERO
SAN FRANCISCO CA 94117

Description of Business: LESSORS RISK
PHOTOGRAPHY STUDIC - BULLDING ORNER OCCUPIES LESS THAN 75%

Deductibfe: § 500 PER OCLURRENCE

BUILDING AND:-BUSINESS PERSONAL PROPERTY LIMITS OF INSURANCE

BUILDING

HEPLACEMENT COST $ 1,942,300
BUSINESS PERSONAL PROPERTY

REPLACEMENT COST 5 41,100

PERSONAL PROPERTY OF OTHERS
REPLACEMENT COST NO TOVERAGE
MONEY AND SECURITIES

INSIDE THE PREMISES § 10,000
OUTSIDE THE PREMISES % 5,000
Form S8 000212 06 Page 002 (CONTINUED ON NEXT PAGE)

Process Date: 01/31/13 Policy Expiration Date: 04/15/14
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SPECTRUM POLICY DECLARATIONS (Continued)
POLICY NUMBER: 57 SBA D00133

Location(s), Building(s), Business of Named Insured and Schedule of Coverages for Premises as designated by
Numbier below.

Location: 001 Bullding: 001

PROPERTY OPTIONAL COVERAGES APPLICABLE LIMITS OF INSURANCE
TO THIS LOCATION

STRETCE COVERAGES

PORM: SS 04 08

THIS FORM INCLUDES MANY ADDITIONAL
COVERAGES AND EXTENSIONS OF
COVERAGES. A SUMMARY OF THE
COVERAGE LIMITS IS ATTACHED.

LIMITED FUNGI, BACTERIA OR VIRUS £ 50,000
FORM 88 40 93

THIS IS THE MAXIMOM AMOUNT OF

INSURANCE FOR THIS COVERAGE,

SUBJECT TO ALL PROPERTY LIMITS

FOUND ELSEWHERE ON THIS

DECLARATION. 4

INCLUDING BUSINESS INCOME AND BXTRA

EXPENSE COVERAGR FOR: 30 DAYS

Form:S§S 00 02 1206 Page 003: (CONTINUED ON NEXT: PAGE)

Process Date: 01/31/13 Policy Expiration Date: 04/15/14
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SPECTRUM POLICY DECLARATIONS (Continued)

POLICY NUMBER: ‘57 SBA D00133

PROPERTY OPTIONAL COVERAGES APPLICABLE LIMITS OF INSURANGE

TO ALL LOCATIONS
BUSINESS INCOME AND EXTRA HEXFENSE

COVERAGE INCLUDES THE POLLOWING
COVERAGE EXTENSIONS:

ACTION OF CIVIL AUTHORITY:
EXTENDED BUSINESS INCOME:

INCREASED LIMIT POR PERESONAL
PROPERTY OFPF-PREMISES:
FORM 8B 04 20

EQUIPMENT BREAKDOWN COVERAQE
COVERAGE FOR DIRECT PHYSICAL LOBS
DUE TO:
MECHANICAL BREAKDOWN,.
ARTIFICIALLY GENBERATED CURRENT
AND STEAM EXPLOSION

THIS ADDITIONAL COVERAGE INCLUDES
THE FOLLOWING EXTENSIONS
HAZARDOUS BUBSTANCES
EXPEDITING EXPENSES

MECHANICAL BREAKDONN COVERAGE ONLY
APPLIES WHEN BUILDING OR BUSIKESS
PERSONAL PROPERTY I8 SELECTED ON
THE POLICY

IDENTITY RECOVERY COVERAGE
FORM 88 41 12

Form 88 00 0212 06
Process Date:01/31/13

12

MONTHS ACTUAL LOSS SUSTAINED

30 DAYS

30 CONSECUTIVE DAYS
$ 20,000

§ 50,000

§ 50,000

$ 15,000

Page 004 (CONTINUED ON NEXT  PAGE)

Policy Expiration Date: 04/15/14
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SPECTRUM POLICY DECLARATIONS (Continued)
POLICY NUMBER: 57 SBA DD0133

BUSINESS LIABILITY LIMITS OF INSURANCE
LIABILITY AND MEDICAL EXPENSES $1,000,000
MEDICAL EXPENSES » ANY ONE PERSON § 10,000
PERSONAL AND ADVERTISING INJURY $1,000,000
DAMAGES TO PREMISES RENTED TO YOU “§ 300,000
ANY ONE PREMISES
AGGREGATE LIMITS _
PRODUCTS-COMPLETED OPERATIONS §2,000,000
GENERAL AGGREGATE ~ $2,000,000
‘Form. 88 00 02 1208 ‘Page 005 (CONTINUED ON NEXT PAGE)

Process Date: 01/31/13 Policy Expiration Date: 04/15/14
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SPECTRUM POLICY DECLARATIONS {Continued)
POLICY NUMBER: 57 SBA DOD133

Form Numbers of Forms and Endorsemants that apply:

85 00 01 04 93 88 00 05 12 0§ S8 00 07 07 05 88 0O 08 04 05
S5 00 45 12 06 SS 84 01 09 07 $S 01 21 07 08 85 04 08 09 07
S8 04 19 07 05 S5 04 20 07 05 88 .04 22 07 05 8S 04 30 07 0B
S5 04 39 07 05 88 04 41 07 05 88 04 42 09 07 §S 04 44 07 05
$6 04 45 07 05 §5 04 46 10 08 S8 04 47 04 0% S8 04 80 03 00
S8 04 86 03 00 SS 40 18 07 05 S8 40 33 07 05 85 41 12 12 07
SS 41 51 10 09 SS 41 62 06 11 88 41 63 05 11 I 10 01 09 86
S8 05 47 09 01 S8 50 57 04 05 88 50 19 03 12 TH 99 40 04 09
IH 99 41 04 09 S5 38 25 12 07 58 83 76 03 12

IH 12 00 11 85 LOSS DAYEE

Farm 8800021206 Page 006’
Process Date: 01/31/13 Policy Expiration Date: 04/15/14
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COMMON POLICY CONDITIONS

Form SS 00 0512 06 o
© 2008, The Hartford
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QUICK REFERENCE - SPECTRUM POLICY

DECLARATIONS
and
COMMON POLICY CONDITIONS

l.  DECLARATIONS

Named Insurad and Mailing Address
Policy Period

Description-and Business Location
Covarages and Limits of Insurance

. COMMON POLICY CONDITIONS

Canvellation

Changes

Concealment, Misreprasantation Or Fraud
Examination Of Your Books And Records

Inspections And Surveys

Insurance Under Two Or More Coverages

. Liberalization

Other Insurancs - Property Coverage

Premiums

Transfer-Of Rights Of Recovery Against Othars To Us
.. Transfer Of Your Rights And: Duties Under This Policy
Premium Audit ‘

XerzepMmOooWwp

r

Form SS 000512 06

Beginning on Page
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¥

COMMON POLICY CONDITIONS

All coverages of this policy are subject to the following conditions.

A. Cancellation
1. The first Named ‘nsured shown in the

{8) Failureto:
(a) Fumish necessary heat, waler,

Declarations may caricel this policy by meiling

or deliveting to us advance writlen nofice: of

cancellation.

. We may cancel this policy by mailing or

delivering to the first. Named  Instred written

notice of cancellation at least:

a § days befors the effective date of
canceliation if any one of the following

sewer semvice or electricity for 30
consecufive days or more, except
during a period of ‘seasonal
unocsupancy; or

(b) Pay properly taxes that are owing
and have been outstanding for
more than one yaar following the
date due;, except that this

provision will not-apply where you
gomﬁ!inns exists izt y otl:uiding that is are in a bona fide dispate with the
' , 3 X ) taxing authority regarding paymerit

(1) The bullding hes been vacant or of such taxes.

unoccupled 60 or more consecutive.
days, This does not applyto:

{a) Seasonal unoccupancy; or
{b) Buildings in the ocourse of

b:. 10 days befors the effective date of
cangeliation if wa cancel for nonpayment
of premium.

c.. 30 days before the effective date of

construction,  renovation  or cancellation if we cancel for any other
addition. reason.
Buildings with 65% or more of the rental 3. We will mail or deliver our notice to the first
units or floor area vacant or unoccupied Named Insured's last mailing address known
are considered unoccupied under this o us.
provision. o ) ,
4. Nofice of cancellation will state the effective
(2) After damage by & Covered Cause of date of cancellation. The policy period will end
LOSS peman3ﬂt mpairs 10 the onthat date.
building: . ,
e ek b s 5. [f this policy is canceled, we will send the first
{a) Have not started; and Named Insured any premium refund due,
{b} Have not been contractad for, Such refund will be pro rata. The caricellation:
ithin 30 d f initial payment of will be effective evan If we have not made or
m{" ays of initial payment of offered a refund. |
, sufficient proof of notice.
{a).-An outstanding order 1o vacate; : o NN . v N .
_ ‘ ‘ ‘ 7. If the first Named Insured canceis this policy,
(b} An outstanding demolition -order; we will retain no less than $100 of the
pramium,
{e) Been declared unsafe by B. Changes

governmental aathority;

{4) Fixed and salvageable items have
baen or are being removed from the
bullding and are not being replaced.
This does not apply to such removal
that is necessary or incidental to any
renovation or remodeling.

Form 88 00.05 12 06 .
© 2008, The Hertford

This policy cortains all the agreements between you
-and us concering the insurance afforded. The first
Named Insured shown In the Declarations is
-authorized to make changes in the terms of this policy

with ‘our consent, This

policy’s terms. . can be

amended or waived only by andorssment issued
by us .and made a part of this policy.

Page 10of 3
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COMMON POLICY CONDITIONS

c.

Concealment, Misrepresentation Or Fraud

This policy is void in any case of fraud by you as it
relates 1o this policy at any me. Itis also void if you
or any other insured, at any ima, intentionally conceal
or misrepresent a material fact concemning:

1. This policy;

2. The Covered Property;

3. Yourinterest in the Covered Property; or
4. Aclaim under this policy.

Examination Of Your Books And Records

We may examine and audit your books and
records as they refate to the policy at any time
during the policy period and up to three years
afterward.

Inspections And Surveys

We have the right but are-not obligatad to;

1. Makeinspections and survays at any time;

2. Give you reporis on the condifions we find; and

3. Recommend changes,

Any inspettions, surveys, reporis or
recommendations refate only fo insurability and the
premiums to be charged. We do not make seafely
inspections. We do notundertake to perform the duty
of any person or organization to provide for the health
or safety of any persoh. And we do riot represent or
warrant that.conditions:

1. Are safe oF healthful; or

2. Comply with laws; regulations, codes or.
standards.

This condition. applies not only o us, but also to

any rating, advisory, rate service or similar

organization which makes insurance inspections,

surveys, reports of recommendations,

insurance Under Two Or More Coverages

If two or more of this policy's coverages apply to
the: sarme Joss or damage, we will not’ pay more
than the-actual amount of the loss of damags.

Liberalization

i we adopt any revision that would broaden the
coverage under this policy without additional
premium-within 45 days prior to.or during the policy
perind, the broadened coverage will immedistaly
apply 1o this policy.

Other Insurance - Property Coverage

if there is other insurance covering the same loss
or damage, we Wil pay only for the amount of
covered loss or damage in excess of the amount
due from that other insurance, whether you can
collect-on it or not  But we will not pay more than
the applicable L.imit of Insurance.

Page 2 0f 3

L

Premiums

1. The first Named Insured shown in the
Declarations:.

a. lIs respongitle for the payment of all
premiums; and

b. Wil be the payee for any return premiumis
we pay.

2. The premium shown In the Declarations was
computed based on rates in effect at the time
the policy was issued. If applicable, on each
renewal, continuation or anniversary of the
effactive date of this policy, we will compute
the premium in accordance with our rates and
rulas then in effect.

3. 'With our consent, you may continue this policy
In force by paying a continuation premium for
each successive oneyear period. The
premium must be:

a. Paid to us prior to the anniversary date; and

b. Determined in accordance with Paragraph
2. above.

Our forms then in effect will apply. If you do
not pay the continuation premium, this policy
will expire on the first ammiversary date that we
have ot received the prémium.

4. Changes in exposuras or changes in your
businass operation, acquisiion or use of
locations that are not shown in the Declarations
may occur during the policy period. If so, we may
require an additional premium, That pramium will
ba determined in accordance with our rates and
rufes then in effect,

Transfer Of Rights Of Recovery Against Others
To Us

Applicable to Property Coverage:

If any person or organization to or for whom we
make payment under this policy has rights to
racover damages from another, thuse righls are
transferred 10 us to 'the extent of our payment.
That parson or organization must do everything
necessary o secure our rights and must do
nothing after loss to impair them. But you may
walve your rights against anather party in writing:
1. Prior to a loss to your Covered Property.

2. After a loss v your Covered Pmpertyetﬂytf al
time of loss, that party is one of the following:

a. Someons insured by this insurance;
b. Abusiness firm:
{1). Owned or controlled by you; or
{2) Thatowns ot controls you; or

Form S8 00 05 12 06
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¢. Yourtenant

You may also accept the usual bills of Jading or
shipping receipts limiting the lisbility of carriérs,

This will not restrict your insurance.

. Transfer Of Your Rights And Duties Under This
Policy

Your rights and duties under this policy may notbe

transferred without our writtan consent except in
the case of death of an individual Named Insured.

If you die, your rights and duties will be transferred
to your legal representative but only while acting
within the scope of duttes as your legal
representative. Until your legal representative is
appointed, anyone having proper tamporary
custody of your property will have your rights and
duties but only with respect to that property:

COMMON POLICY CONDITIONS

L. ‘Premium Audit

a. ‘We will compute all pramiums for this policy in
accordance with our rules and rates.

b. The premium amount =shown: in the
Deciarations is a deposit premium only. Atthe
close of each audit period we will compute the
eamed premium for that period. Any
‘additional premium found to be due as a result
of the audit are due and payable on notice to
the first Named insured. {f the deposit
premium paid for the policy term Is greater
than the earned premium, we will retumn the
axcess to the first Named Insured,

¢. The first Named Insured must maintain all
‘records telated to the coveraga provided by
fhis- policy and necessary to finalize the
premium audif, and send us coples of the
Same upon olir request.

Our Presidant and Secretary have signed this poiicy Where required by law, the Declarations page has also been

countersigned by our duly authorized

Tareneo Shlalds, Servebary

Form $§ 00 0512 06

Andrd A Napol, Frexidnt

Page 30f3



Case 3:15-cv-04138-WHO Document 1-1 Filed 09/11/'5 Page 33 of 58

SPECIAL PROPERTY COVERAGE FORM

Form SS 00 07 07 05 |
© 2005, The Hartford
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QUICK REFERENCE
SPECIAL PROPERTY COVERAGE FORM
READ YOUR POLICY CAREFULLY
SPECIAL PROPERTY COVERAGE FORM Beginning on Page
A. COVERAGES 1
Covered Property 1
Property Not Covered g
Covered Causes of Loss 2
Limitations 2
Addifional Coverages 3
Coverage Extensions 13
B. EXCLUSIONS 16
C. LIMITS OF INSURANCE 18
D. DEDUCTIBLES 19
E. PROPERTY LOSS CONDITIONS 19
Abandonment 20
Appraisal 20
Duties In the Event of Loss or Damage 20
Legal Action Against Us 20
Loss Payment 20
Recovered Property 22
Resumption of Operations 22
Vacancy 22
F. PROPERTY GENERAL CONDITIONS 23
Control of Property 23
Mortgage Holders 23
No Benefit to Bailee 24
Policy Period, Coverage Territory 24
G. PROPERTY DEFINITIONS 24

Form S5 00 070705
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P

SPECIAL PROPERTY COVERAGE FORM

Vanous provisions in this policy restrict coverage, Read the entire policy carefully to determine rights, duties, and

what is and is not covered.

Throughout this policy the words "you™ and "your”® refer to the Named Insured shown in the Declarations. The words

"we," *ug" and “our” refer to the Company providing this insurance.

Other words and phrases that appear In quotation marks have spacial meaning. Refer to the SECTION G -

PROPERTY DEFINITIONS.

A. COVERAGE

We will pay for direct physical loss of or physical
damage to Covered Property at the premises

described in the Declarations {also called:

"scheduled prermises® in this policy) caused by or
resulting froma Covered Cause of Loss.

1. Covered Property
Covered Property as used in this policy, means
the following types of property for which a Limit
of Insurance Is shown in the Declamtions:
a.. Buildings, meaning only building(s) and
structure(s) described in the Declarations,
including:

{1) Completed additions;

{2) Permanently installed:
(a) Fixiures;

{b) Machinety; and
{¢} Equipment;
(3) Outdoor fixtures;
(4) Your personal praperty in apariments,
~ rooms or common-areaé fumished by
you as landlord;

{5) Building Glass, meaning glass that is
part.of a building of structure;

{6) Personal property owned by you that is
used to maintain or service the bulldings
or structures on the premises, including:
(a) Fire extinguishing equipment,

{b) Outdoor fumiture;

{c) Floorcoverings; and

(d} Appliances used for refrigerating,
ventilating, cooking, dishwashing
or laundering; and

{7) i not covered by other insurance:

(8) Additions under construction,
alterations .and. rapairs to ‘the
buildings or strisctures;

Form §85 00 07 07 05

(b) Materials, equipment, supplies gnd

 temporary . stnictures, on or within:
1,000 feet of the “scheduled
premises®, used for making
additions, alterations or repairs to
the buildings or structures,

b. Business Personal Property located inor

on the building(s) described In the

Declarations at the "scheduled premises”

or in the open (or i @ vehicle) within 1,000

feet of the "scheduled premises”, including:

(1) Property you own that is used in your
business;

(2) Tools and equipment owned by your
employees, which are used In your
business operations;

(3) Property of others that is in your cars,
custody or control;

(4} "Tenant improvements and:
Betterments”; and

(5) Leased personal property for which
you have contractual responsibility to
insure, unless otherwise .pravided for
under Personal Property of Others.

Property Not Covered
Covered Proparty does not include:
A Arcraft, automobiles; motor trucks and’

other vehicles subject to motor vehicle
registration;

b, Automobiles held for sale;

c.

ok

"Money®, bullion, numismatic and phitatelic
property and bank notes or "securities”
except as provided in any Additional
Coverages or Optional Coverages. Lottery
tickets held for sale and postage stamps in

_current use and having face value are-not

“sacurities®,

Contraband, or property in the course of
illegal transportation or trads;
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3.

8.

f.

Land (including land on which the property
is Tocated), water, growing crops or lawns;
Outdoor fences, radio or television antennas
(induding satellite dishes), including their
lead in wiring, masts or towers, signs (other
than signs attached to ), trees,
shrubs or plants {other then those held for
sale or soid but not delivered), except as any
of these may be provided in the:
(1) OCuidoor Property Coverage Extension;
or
{2) Outdoor Signs Optional Coverage;

Watercraft (including motors, equipment
and accessorias) while afioat;

The cost to research, replace:or restore the'

information on “valuable papers and
records”, except as may be provided in any
Coverage Extensions or Optional Coverages.
*Data® and "software® which exists on
electronic "media® including the cost to
research, replace or restore them, except
as may be provided for in any Additional
Coverages or Optionat Coverages.

Accounts, bills, food stamps, other evidences
of debt, accounts receivable or "valuable

papers and records”; axcept as ctherwise
provided for in this policy.

Covered Causes of Loss

RISKS OF DIRECT PHYSICAL LOSS uniess
the loss is:

a.
b.

Exciuded in Section B., EXCLUSIONS; of

Limited in Paragraph A.4. Limitations; that
follow.

4. Limitations

We will not pay for direct loss of or damage

to:

{1) Property that is missing, where the
only evidence of the direct physical
loss or physical damage is a shortage
disclosed on taking inventory, or other
instances where there is no physical
evidence to show what happened to
the property. This limitation does not
apply io the Additional Coverage for
"Money" and *Securities".

(2) Property that has besn transfarred to-a
person or to a place outside the
"scheduled premises” on the basis of
unauthorized instructions.

(3) The interior of any bullding or structure

caused by or resulting from rain, snow,

sieet, ice, sand or dust, whether driven

by wind or not, unless:

(a) The building or structure first
sustains physical damage by a
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b.

cl

Covered Cause of Loss o its roof
or walls through which the rain,
snow, sleet, ice, sand or dust
enters; or

(b) The direct physical loss or physical
damage is caused by or results
fraom thawing of snow, sleet, or ice:
on the building or structure.

Pets and animals are covered only if;
(1) They are inside the buliding; and

(2) They are owned by others and
boarded by you, or bwned by you and
held for sale or sold but not deliverad.

And then we will pay only if they are killed,
stolen, or their destruction Is made
necessary by a "specified cause of 10ss".

For direct physical loss or physical

damage by ‘theft", the following types of

property are covered only up to the limits.

shown:

(1) $2,500 for furs, fur garments and
garments trimmed with fur;

(2) $5.000 for jewelry, watches, watch
movements, jewsls, pearls, precious
and semiprecious stones, bullion,
gold, silver, platinum and other
precious alloys or metals. This limit
does not apply 1o jewelry and watches
worth $500 or less per item;

(3) $2,500 for patterns, dies, molds and
forms; and

(4) $500 for stamps, lottery tickets hald for
sale and letters of credit.

Unless specifically provided under a separste
endorsement and with a spacific Limit of
Insurence indicated In the Dedlarations, we
wilndpayfordlmctphysballoesofor
physical damage to “perishable siock”
taused by or resulting from:

(1) A change in femperature or humidity

resulting from:

{a) Mechanical breakcdown or failure of;
() Stationary heating plants; or
{il) Refrigerating, cooling, or
humidity control apparatus or
equipment;

(b) Arificially generated electric
current, including electric arcing,
that disturbs electrical devices,
appliances or wires; or

{c) Complete or partial fellure of
electric. power on your "scheduled
premises”.

(2) Contamination by refrigerant.
Form SS 00 07 07 05
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5. Additional Coverages
a. Collapse
{1) With respect to Buildings:

{a) Collapse means an abrupt falling
down or.caving in of a building or
any part of a :building with the
result that the buliding cannot be
occupied for its intended purpose;

{b) A building or any part:of a building
that is in danger of falling down or
caving in is not considered to be in
a state of collapse;

{c) A partof abuilding that Is standing
is.not considered 1o be in a stateof
collapse even If It has separated
from another part of the bullding;

{d} A building that is standing or any
part of-a buliding that is standing g
not considerad 1o be in & state of
collapse even if it shows evidence.
of cracking, bulging, sagaing,
bending, leaning, seftiing,
shrinkage, or expansion.

(2) We will pay for direct physical loss or
physical damage caused by or resulting
from risks of collapse of a bullding or any
part of a building that is insured by this
pollcy caused only by one or more of the
following:

(a) "Specified cause of loss" or
‘breakage of bullding glass, if such
loss or breakage was: coveréd by
this policy;

(b) Decay that is hidden from view,
unless the presence of such decay
was known 1o an Insured prior to
coliapse;

(c) Insect or vermin damage that is
hidden from view, unless ‘the
presence of such damage is known
toan insired priorto collapse;

{d) Weight of petple or personal
property;

(e) Waeight of rain that collects on a
-roof; and

{h Use of defective matesial or methods
in consfruction, remodeling or
ranovation: i the collapse ocours
during the course of the
construction; remodeling or
renavation, '
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The criteria set forth in Paragraphs

{1)(a) through (1)) do nat !imft the

coverage otherwise provided under

this Additional Coverage for the

Causes of Loss listed in Paragraph

(2)(a), (2)(d), and (2)(e).

(3) ¥ the collapse is ¢aused by a Covered
Cause of Loss listed in Paragraphs
(2)b) through {2){f), we will pay for
direct physical loss of or physical
damage to the property listed below,
but only i such physical loss or
physical damage is a direct rasult of
the collapse of a buiding insured
under this policy, and the property is
property covered under this policy:

(a) Awnings; gutters and downspouts;
yard fixtures; outdoor swimming
pools; piers; wharves and docks;
beach or diving platforms or
appurtenances; retaining walls;
walks, roadways and other paved
surfaces.

Gl personal property abruptly falls down
or-caves in-and such collapse is not
the resut of collapse of a buildirg, we
will pay for loss or damage to Covered
Property caused by such collapse of
parsonal property only if
(a) The collapse was caused by a

‘cause of loss listed in Paragraphs
(2)(a) through (2){f) of this
Additional Coverage;
(b) The personal propety which
collapses is inside a.building; and
{c) The property which collapses is
not of a kind listed in Paragraph
{3) above, regardiess of whether
that kind of property is considered
to be personal properly or real
property:
The coverage stated in this Paragraph
(4) does not apply o personal properly
# maming or scraiching is the only
damage to that personal properly
caused by the collapse.
Collapse of personal property does not
mesn cracking, bulging, sagging,
bending, leaning, settling, shrinkage or
éxpansion.

(5) This Additional Coverage, Collapse,
will not increase the Limits of
Insurance provided in this policy.
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‘b, Debris Removal
(1} We will pay your expense to remove’

dabris of Covered Property caused by
or resulting from a Covered Cause of
Loss that occurs during the policy
petiod. The expenses will be paid only
if they are reported to us in writing

within 180 days of the eariler of:

{a) The date of direct physical loss or
physical damage; or

(b) The end of the policy period.

(2) The most we will pay under this

additional Coverage is 26% of the
amount we pay for the-direct foss of or
physical damage to Coverad Property
plus the deductble in this policy

applicable 1o that physical loss or

physical damage.

But this limitation does not apply to
any additional’ Debris Removal {imit
provided in the Limits of Insurance
section.

(3) This Additional Coverage does not

apply to costs 1o

(a) Extract *pollutants and
contaminants” from land; or

(b) Remove, restore or replace
poliuted or contaminated land or
water,

¢. Equipment Breakdown
(1) We will pay for direct physical loss or

Pape40f 25

physical damage caused by -or

resulting  from an  Equipment

Breakdown Accident o Egquipment

Breakdown Property.

Equipment  Breaskdown  Accident

means:

{8) Mechanical breakdown, including
rupture or bursting caused by
centrifugal force.

(b) Arificially generated = electric-
current, including electric arcing,
that disturbs. electrical devices,
appliances ar wires.

(¢} Explosion of steam boilers, steam
piping, steam engines or steam
turbines owned or leased by you,
or operated under your control:

{d) Physical ioss or physical damage
1o steam boilers, -steam .pipes,
steam engines or steam turbines

caused by or rasulting from any
conditior or. ‘évent inside -such
boilers or equipmeént.

{e) Physical foss ‘or physical damage
to hot water boilers or other water
heating equipment caused by or
resuting from any condition or
event inside: such bollers. or
equipment.

Equipment  Breakdown  Property
means Covered Properly built to
operats under vacuum or pressure;
other than welight of contents, or used
for the generation, transmission or
utilization of energy.

The following is not Equipment

Breakdown Property;

{a) Any structure, foundation, cabinet,
compariment or air supported
structure building;

{b) Any insulating or refractory
material;

(c) Any sewer piping, any underground
vessels or piping, any piping forming
a ‘part of a sprinkler system, watar
piping other than boller feed water
piping, boiler condensate retum
plping, or water piping forming a part
of a refrigerating.or air conditioning
system;

{d) Any vehicle or any equipment
mounted on ‘a vehicle:. As used
here, vehicle: means any machine
or apparatus that Ig used for
transportation. -or moves under its
own pawer Vehicle includes, but
is not limited to, car, truck, bus,
trailer, ftrain, aircraft, watercraft,
forklift bulldozer, tractor or
harvester. However, any property
that is stationary, permanently
installed at a “scheduled premises"
and that receives electrical power
from an-external power source will
not be considered & vehidle,

{e) Any aquipment manufactured by
you for sale.

(4] covamge Extensions

apply only to dnract physicai Ioss or
physical damege caused by or
resulting from an Equipment
Breakdown Accident:
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Hazardous Substances

We will pay in-any-ofe occurrerice
for the -additional cost, not lo
exceed $50,000, to repair or
replace Covared Property because
of contamination by a hazardous
substance, This includes the
expenses to ciean up or dispose of
such property. Hazardous
substance means any substance
that is hazardous to human health
or that has been declared by a
govemment agency o be
hazardous to human health.

Additional cost in this extension
means those beyond what would
have been required had no
hazardous ~  substance  been
involved.

This limit is part of and not in
addition to the Limits of Insurance
for Covered Property.

{b) Expediting Expenses

©

With respect fo your damaged
Covered Property, we will pay in
any one occurtence, up to
$50,000, for the reasonable and
necessary additional expenses
you Incur to:

() Make temporary repairs; or

iy Expedite permanent repairs or

permanent replacement.
Defense

¥ a claim or "sut® is brought

against you alleging that you are

liable for damage to property- of

another in your care, custody or

control  directly caused by

Equipment Breakdown we will

either:

{i) Settie the claim or "suit®; or

(ii) Defend you against the claim
or “suit" but ‘keep for
ourselves the tight to seitle it
atany point.

{d) Supplementary ngmenta

We will pay, with: tespact td any

clalm or "suit” we defend;

(i) All expenses we incur;

{ii) The cost of bonds to release
aftachments, but only for bond

‘Form $§ 00 07 07 05
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amounts within the Limit of
Insurance. ‘We d6 not have to
fumish these bonds;

(i) Al reasonable expenses
incutred by you: at our request
to assist us in the investigation
or defense of the claim or
*sult* including actual foss of
eamings up to $100 a day
because of time off from work;

{iv) All costs taxed against you in
any "sult” we defend;

(v) Prejudgment interest awarded
against you on that part of the
judgment we pay. If wa make
an offer to pay the applicable
Limit of Insurance, we will-not
pay any prejudgment interest
based-on that period of fime
after the offer; and

{vi} All interest on the full amount
of any judgment that accrues
after entry of the judgment and
-before we ‘have paid, offered
{o pay, or deposited .in.court
the part of the judgment that is
within the Limit of Insurance
shown.in the Declarations,

These payments will not reduce

the Limit of Insurance shown in the

Declarations:

(e} Business Income and Extra

L}

Expense Extension

The Business Income and Exfra
Expense Addltional Coverages are
extanded to provide coverage for a
tenant who has a loss of income
from the lack of heating, cooling or
power as a resuit of equipment
breakdown o mechanical,

-electrical or prassure equipment of

the building owner.

If Equipment Breakdown Property
requires replgcement dus fo an
Equipment Breakdown Accident,
we will pay your additional cost to
replace it with equipment: that is
better for the environment, safer or
more efficlent than the equipment
being replaced. However, we will
niot pay more than 125% of what
the cost would have been to repair
or -réplace with property of
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‘u“

§

comparable material and gquality:
This coverage does not incredse
any of the applicable limits.. This
coverage does not apply to any
property indicated as being valued
an an Actual-Cash Value basis.

H you wish fo retrofit air
conditioning or  refrigeration
equipment  that utifizes a
refrigerant  containing  CFC
(chlorofluorocarbon) substances {o
accept a non-CFC refrigerant or
replace the system with a system
using a nen-CFC refrigerant, we
will consider this better for the
envionment.  Any associated
Business Ingome.  or - Extra
Expense will be included In
determining the additional cost, if
Business: Incoma &and Extra
Expense apply to this policy.
{3) Additional Condition ~Bankruptcy

The bankruptcy ar insolvency of you or
your ‘estate will not relieve us of any
obligation under this Additional
Caverage.

(4) Jurisdictional Inspections:

If any boiler or pressure vessel
requiras inspaction. to- comply with
state or municipal boiler and pressute
vessel regulations, we agres 1o
perform such inspection on your
behalf.

Fire Department Servica Charge

When the fire department is called to save

or protect Covered Properly from a

Covered Cause of Loss, we will pay up to

$25,000 in any -one occurrence: for your

liability for fire department service charges:

(1) Assumed by contract or agreement
prioro-loss; or

{2) Required by local ordinance.

Fire Extinguisher Recharge

We will pay to: cover your expenses for

recharge of your hand fire extinguishers

when they are emptied whille fighting fira.

Forgery

(1) We wil pay for loss resulting directly
from forgary of altaration ‘of any check,
draft, promissory nale, or simiar wiitten
promises, orders or diractions 1o pay-a
sum certain. in *money” that you or your
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h.

agent has issued, or that was Issued by

-someons who impersonatas you or your

agent. This includes written instruments

required -In conjuriction  with- any credit,
debit, or charge card issued to you or

.any "employee® for business purposés,

(2) If you are sued for refusing to pay any
Covered Instrument on the basis that it
has- been forged or aftered, and you
have our written consent to defend
against the “sult”, we will pay for any
reasonable expenses that you incur
and pay In that defense;

(3) We will pay for loss msulﬁng diractly
from your having accepted in. good
faith, In exchange for merchandise;
"monsy” or services:

{a) Money orders, induding counterfeit
‘money orders, of any United States
or Canadian post office, express
company or national or stale (or
Canadian) chartered bank that are
‘not paid upon presentation; and

{b) Counterfelt United States or
Canadian paper currency.

(4) The most we wil pay in any one
occurrence, including fagal expenses,
under this Additional Coverage is $5,000,
nfess a higher Limit of Insurance is
shown in the Declarations.

Glass Expenge

We will pay for necessary expenses

incurred to:

{1). Put up temporary plates or board up
openings if repair or replacement of
damaged glass is delayed;

{2) Repair or replace encasing frames;
and

{3) Remove or replace obstructions when
repairing or replacing glass that is. part
of a bullding. »

This does not include removing or

replacing window displays.

Lock and Key Replacement

We will pay up to $1,000 in any one

oceurrence for the re-keying of locks or the

repair or replacement of locks at

“scheduled premises” following the theft or

the sttempted theft of keys by burglars.

Money and Securities

(1) We will pay for loss of "money” and
"securiies” used in your business while
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-at @ bank. or savings. institution, -within
your living quarters or the living quarters
of your pariners or any employee having
use and custody of the property, et the
“scheduled premises’, or in transkt
between any of these places, resutfing
directly from:

(a) “Theft’;

(b) Disappearance; or

(c) Destruction.

{2) In additon to the Limitations and
Exclusions applicable 1o property
coverage, we will not pay for loss:

{a) Resulting from dccounting or
arithmetical errors or omissions;
(b) Due to tha giving or surrendering

of properly in any exchange or

purchase; o

{e¢) Of property contsined In any

"money"-operated device unless a

continuous recording Instrument in

the device records the amount of

“money” deposited in the “money”-
operated device.

(3) The most we will pay for loss in any

oneoccurrence is:

{a) The limit shown in the Declarations
for Inside the Premises for

"money* and "securities” while:
N m or on the “schaduled
premises™; ar

(H} Within: &  bank  or savings.

institution; and
(b) The limit shiown in the Declarations
for Outside the Premises for
"money” and “securities” while
anywhare ¢lse:

{4) Allloss:

(a} Caused by one or mofe persons;
oF

(b) Involving a single act or series of
rolated-acts;

is-consideraed one ocourrence.

{5) You must keep racords of all "money"
and "securities” so we can verify the
amount of any loss or damage.

J. Ordinance or Law

{1) If a Covered Cause of Loss ocours to
covered Building property, we will pay
on a "scheduled premises” any of the
following. costs that' are caused by
enforcement of an ordinance or law:

Form §8:0007.07 05
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Undamaged Part

{a) For loss to the undamaged portion
of the Building that requires the
demolition n%ft p:’rls of the same

property amaged by a

Covered Cause of Loss provided

that any such ordinance or law

resulting in-this type of loss:

{i) Regulates the construction or
rapair  of buildings, or
establishes zoning or land use
requirements at the
*scheduled premises™ and

(i) Is in force at the time of the
loss.

The most we will- pay-in any one

gecurrence for this coverage is

$25,000 as a Limit of Insurance.

Demolition Cost

{b) The costto demolish and clear the
site of undamaged parts of the
property caused by enforcement of
a building, zoning or land use
ordinance orlaw.

The most we will pay in any one
occurrénce for this coverage is
$25,000 as a Limit of Insurance.

Increased Cost of Construction

(¢) The increased cost to repair,
rebulld or raconstruct the covered
property, caused by snforcement
of 8 building, zoning-or land use
ordinance or law.

The most we will pay in any one
occurrence for this coverage is
$25,000 as & Limit of Insurance,

“Tenants Improvements and
Betterment”

(d) The increased  cost o repair,
rebuild - or reconstruct “tenant’s
improvements and betterments”
caused by enforcemant of bullding,
lzoning or land use ordinance or
aw»

The most we will pay in any one

occumence for this coverage is

$25,000 as a-Limit of Insurance.
(2) Additional Exclusions

We will not pay under this Additional

Coverage for:

{a) The enforcement of any ardinance
or law which requires the
demolition, repair, replacement,
reconstruction, remodeling or

Page 7 of 25




Case 3:15-cv-041383-WHO Document 1-1 Filed 09/11/i5 Page 42 of 58

SPECIAL PROPERTY COVERAGE FORM

remediation of property due. fo
contamination by “poliutants and
contaminants” or due to the
presence, growth, proliferation,
spread of any activity of “fungl’,
wet or dry rot, bacteria or virus; of

(b) The costs associated with the
enforcement of any ofdinance or
law which requires any insured or
others to test for, monitor, clean
up, remove, contain, treat, detoxify
or neufralize, or in any way
respond fo, or assess the effects
of “pollutants or -contaminants”;
“fungl®, wet or dry rof, bactetia or
virus.

(¢) Loss caused by, resuiting from,

‘contributed to or aggravated by
earthquake or volcanic eruption.

{d) Loss due o &n ordinance of law
~ that:

() You were requiired to comply
with before the loss even f the
building was undamaged; and

(Hl) You failed to comply with.

{3) Additional Limitations —~ Loss to
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Undamaged Portion of Bullding

Subject to the limit stated in Paragraph
AS5j(1){a), the insurance provided
under this Additional Coverage-for loss

in value to the undamaged portion of
‘the building is limited as follows:

(a) If Replacement Cost applies and
the property Is repaired or
replaced on the same or another
premises, we will ngt pay more for
physical loss of or physical
damage to designated Building
property, including loss caused by
enforcament. of an ordinance or
law, than;

(i} The amount you actually spend
o repair, rebulld or reconstnict
the -Building, but not for more
than the amount it would cost to
resiore the Building on the same.
‘pramises; and

i) The amount it would: cost to
restore the undamaged . portion
to. the same. helght, fioor drea,
style and companable quality of
the original property insured.

(b) f the Building(s) Fulli Value
Endorsement. appiles and the
property is repaired or replaced on
the same or anothet premises; we
will not pay more for physical loss of
or physical damage fo designated
Buslding property, including loss
caused - by enforcement of an
ordinance or law, than:

{I) The amount you actually spend
1o repair, rebuild or reconstruct
the Building, but not for more
than the.amount it would cost to
résbmﬂ'saBuildm onthe sams
promises; and

{ii) The amount & would cost 1o
restore the undamaged portion
to the same height, floor area,
style and comparable quality of
the original property insured,

{c) ¥ Replacement Cost or the
Building(s) Full Value
Endorsement applies  and the
property is not repaired or
replaced, or If Actual Cash Value
applies, then we will not pay more
for physical l6ss of or physical
damage 1o designated Building
property, including loss caused by
enforgement of an ordinance or
law, than the lesser of:

{1} The Actual Cash Value of the
Building at the time of loss: or

() The Limit of Insurance
applicable 1o the covered
Building property stated in
Paragraph A5.4.(1)(a).

(4) Additional Limitation -~ Demolition

Cost

We will not pay more than the lesser
of

() The amount actually spent to
demolish and clear the site of the
*scheduled premises”; or

{b) The applicable Demolition Cost

Limit of Insurance as stated in
Paragraph A.5j.{1){b).

{5) Additional ‘Limitation - Increased

Cost of Construction

The insurance provided under this
Additional Coverage for increased cost
of construction is limited as follows:

{a) We will not pay:
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(i} Until the property is actually
repaired -or replaced, at the
same or another premises;
and

() Unless the repairs or
replacemenis are made “as
800N as rsasonabiy possible
after the physical loss or
physical damage, not fo
axcead two years, ‘We may
extend this period in writing
during the two years.

(b} f the Building Is repaired -or
replaced at the sarme premises; or
if you elect to-rebulld at another
premises, the most we will pay is
the lesser of:

(i The increased cost of
construction at the same
premises; or

() The applicable Increased Cost
of Construction Limit of
Insurance stated in Paragraph
A5.L(1)(c).

{c) If the ordinance or law raquires
relocation to another premises; the
most we will pay is the lesser of:

{iy The Increased Cost of
Construction at the new
premiges; or

(1) The applicable Increased Cost
of Construction Limit of
Insurance stated in Paragraph
A5 (1)c).

“Pollutants and Contaminants” Clean
Up amd Removal

We  will pay your expense -to. extract
"pollutants: and: contaminanis® from lsnd or
water at the “scheduled premises® if the
discharge, dispersal, seepage, migration,
release or escape of the “pollutants -and
contaminants” Is caused by or results from
a Covered Cause of Loss that ocours
during the policy period. The expenses will
be paid only if they are reported fo us in
writing within 180 days of the earlier of:

(1) The date of direct physical loss. or

physical damage; or

{2) The end of the-policy period,

The most we wil pay in any one
occurrerice for each location under this
Additional ‘Coverage is $15,000 for the
sum of all such expenses atising out of

‘Coverad Causes of Loss,
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Preservation of Property

¥ # is necessary fo move Covered

Propenty from the "scheduled premises” to

preserve it from direct physical loss or

physical damage by a Covered Cause of

Loss, we will pay for any direct physical

Joss of or phygical damage to that property:

{1) While it is being moved or while
temporarily ‘stored at another location;
and

(2) Only if the direct physical loss or
physical damage occurs within 45
days after the property is first moved.

.. Theft Damage to Building

This Additional Coverage applies only o
premises where you are -a tenant and are
responsible In the lease for physical loss or
physical damage to the building you lease,
rent, or occupy that is caused by or results
from “theft”, burglary or robbery.

We wil pay for direct physical loss or

physical damage direclly resilting from

“theft”, burglary or robbery (exceptioss by fire

or explosion) to a building:

(1) You occupy, including personal
property that is used ‘(o maintain or
service the building; or

(2) Containing covered personal property
f you are legally liable for such
physical loss or physical damage.

But-we will not pay for such physical loss
of or physical damage to property that Js
away from the “scheduled premises”,
Water Damage, Other Liquid, Powder or
Molten Material Damage
If direct physical loss.or physical damage
cavsed by or resulting from covered water
or other liquid, powder or molten material
damage loss occurs, we will also pay the
vost 1o tear out and replace any part of the
building or structure to repair damage to
the system or appliance from which the
water or other substance ascapes.

We will not pay the cost to repair aby defect

that caused the direct physical loss of

physical damage except as provided in

paragraph AS.c., Equipment Breakdown of

this coverage form. But we will pay the cost

to repair or replace damaged parts of fire
extinguishing aquipment if the damage;

(1) Results in discharge of any substance
from an automatic fire protection
systern; or
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{2} 1s directly caused by freezing.
o. Business Income

(1) We will pay for the actusl loss of

Business Income you sustain due to
the: necessary- suspension of your
“operations” during the “period of
restaration”, The stspansion must be

caused by direct physical loss of or

physical damage to property at the
“scheduled  premises”, mdudlng
persenal property in the open (or in g
vehicle) within 1,000 feet of the

“scheduled premises”, caused by or

resulting from & Covered Cause of
Loss.

(2) With respect to the requirements set
forth in the preceding paragraph, if you
occupy only part of the site at which
the "scheduled premises” are located,

your “scheduled  premises” also

means:
{a) The portion of the building which

you rent, lease or occupy; and

{b) Any area within the building or on
the site at which the “scheduled
premises” are located, but only if
that area services, or is used to
gain nccess to; the “scheduled
premises”.

(3) We will anly pay for loss of Business
income that ococurs within 12
consacutive months after the date of
direct physical loss or physical
damage. ‘
This Additional Coverage is not subject
to the Limits of Insurance.

{4) Business Income mesns the:

(a) Net income. (Net Profit or Loss
before income taxes) that would
have been-eamed or incurred if oy
direct physical loss or physical
damage had occurred; and

(b} Continuing  normal  operating
expenses incurred, Including
payroll.

(5) With respect to the coverage provided
in this  Addiional  Coverage:
suspsnsion means:

(a) The partial slowdown or complate
cessation of your ~business
activities; or
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(b} That part or all of the “scheduled
premises” is rendered
untentantable as a result of a
Covered Cause of Loss if
coverage for Business Income
applies to the policy.

p. Extra Expense
(1) We will pay reasonable and necessary

Extra Expense you incur during the

"period of restoration” that you would

not have incurred if there had been no

direct physical loss or physical
damage fo property at the “scheduled
premises”, including personal property
in the open {or in a vehicle) within
1,000 feet, caused by or resulting from
a Coverad Cause of Loss.

(2) With respect fo the requirements sat
forth in the precading paragraph, If you
occupy only part of the site at which
the “scheduled premises® are located,
your ‘“scheduled premises” also
meahs;

{a) The portion of the building which
you rent, lease oroccupy; and

{b). Any srea within the building or on
the site at which the “scheduled
premises” are located, but only i
that area services, or is used to
gain access to, the “scheduled
premises’,

{3) Extra Expense means expense
incurred:

{a) To awid or minimize the
suspension. of business and o
continue *operations”:

(7} At the "scheduled premises™
or

{li} At replacement premises or at
temporary locations, including::
{aa)Relocation expenses; and
{bb)Cost to equip and operate

replacement  or
temporary location, other
than those costs
necessary to repair or o
replace damaged stock
and-equipment.

(b} To minimize the suspension of
business . if you cannot continue
“operations”,

{c) () Yo repair or replace any
property; or
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(if) To- research, replace or

restore tha lost information on
damaged “veluable papers
and records®;
to the extent it reduces the
amount of loss-that otherwige
would have been payable
under this Additional Coverage
or Additional Coverage 0.,
Business Income..
We will only pay for Extra
Expense that occurs within 42
consecutive -months dftar the
date: of direct physical loss or
physical damage. This
Additional Coverage Is -not
subject to the Limits of
Insurance.

(4) With respect to the coverage provided
in this  Additional Coverage,
‘suspension means;

{a) The partial slowdown or complete
cessation ~of your business
activities; or

{b) That part or all of the “scheduled
premises” Is renderéd
untentantable as -a result of a
Covered Cause of Loss If
coverage ‘for Extra Expernsge
applies to the policy.

{5) Limitation

This Extra Expense Coverage does not

apply to:

{a) Any deficiencies In insuring
building or business psfsonal
property; or

{b} Any expense relsted to any racall
of products you manufacture,
handle or distribute.

Civil Authority

(1) This insurance Is axtended to apply fo
the actual loss of Business Income you
sustain when access to your "scheduled
premises” is spacifically prohiblted by
order of a civil authority as the diract
result of a Covered Cause of Loss to
property in the immediate ares of your
"scheduled premiges”.

{2) The coverage for Buginess Income wil
begin 72 hours after the order of a civil
suthority and coverage will end at the
varlier of:
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(a) When access is permitted to your
“scheduled premises”; or
(b) 30 consecutive days after the
order of the civil authority.
Extended Business Income

(1) If the necessary suspension of your
"operations® produces a Business
Income loss payable under this policy,
we will pay for the actual loss of
Business Income you incur during the
period that:

(a) Begins -on the date propery is
actually repsdined, rebuilt or raplaced
-and “operations” are resumed: and

(b) Ends on tha earller of:

{) The date you could rastore
your  “operations” = with
reasonable speed, to the
condition- that would have
existed if no direct physical
loss or damage occurred; or

(i) 30 consecutive days after the
date determined in (1)(a)
above.

Loss of Business Income must be

caused- by direct physical loss or

physical damage at the “scheduled
pramises” caused by or resulting from

a Covered Cause of Loss,

{2) With respect to the coverage: provided in
this Additional Coverage, suspension
megns:

{a) The partial slowdown or complete:
cesgsation: of your business activities;
and

{b) That a part or all of the "scheduled
premises” is rendered. untenantable
as a result of a Covered Cause of
Loss.

s. Business Income from Dependent

Properties

(1) We Wil pay for the actual loss of

Business Income you sustain due
direct physical loss or physical damage
at the premises of a dapendent property
caused by or resulling from a Covered
Causeof Loss.
The most we will pay under fthis
Additional Coverage is $5,000 in any
one occurrence -iinless a higher Limit
of Insurance B8 indicated in the
Declarations.
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(2) We will reduce the amount of your
Business Income loss; other then
Extra Expense, fo the extsnt you can
resume “operations®, in. whole or in
part, by using any umeravaﬂabla:-

(b). Outlet for your products.

{3) if you do not resume “operations”, or
do.not resume "operations” as quickly
as possible, we will pay based on the
length of time it would have taken to
resume “operations” -as quickly as
possible.

{4) Dependent Property means property
owned, leased or operated by others
whom you-depend.on to:

() Deliver malerials or services to
you or to others for your account.

But services.do notinclude;

{iy Water, communication, power
satvices or any other uliiity
services; or

(i) Any type of web site, or
Iintemet service.

(b) Accept your products or services;

{c) Manufacture your products for
delivery fo your customers under
‘conitract for sale; or

{d) Adtract customers to your business
premises,

The dependent property must be

located in the coverage territory of this

policy.
(5) The coverage period for Business
‘Income under this Additional Coverage:
(a) Begins 72 hours after the time of
direct physical loss or physical
damage caused by or resulting
from & Covered Cause of Loss at
the premises of the dependent
property; and

(b) Ends on the date when the property
at the premises of the dependent
property should be repaired, rebuilt
or replaced with reasonable speed
and similar quality.

{8} The Business Income coverage
periad, as. stated in Paragraph (5),
does not include any increased period
required due fothe enforcement of any
ordinance or iaw that:
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{a) Regulates the construction, use or
repdir, -or fequires the tearing
down of any property; or

(b) Requires any Insured or others to
test for, monitor, clean up, remove,
contain, treat, detoxify, or rieutralize,
orin any way-respond fo, or assess
the effects "poliutants.”

{7} The definition of Business Income
contained in the Business Income
Additional Coverage also applies to
this Business income From Dependent
Properties Additional Coverage.

Tonam Glass

This Additional Covarage applies only to
premises where you are a tenant and are
responsible in the lease for such damage.
We will cover loss to glass, which is in your
care, custody or control and for which the
lease holds you responsible. The glass
rmust be part of a building described in the
Declarations ar at a location that would be
included in Coverage Extension b. Newly
Acquired or Constricted Property.

The most that we will pay in any one
occurrence for each location under this
Additional Coverage is $25,000.

Leasehold Improvements

If your lease is cancelled in accordance with
avalid lease provision as the direct result of a
Cwa%fadCauseofLusstopmpmyat,tm
location in- which you are-a tenant, and you
cannot legally remove “Tenant improvements
and Betterments®, we wil extend Business
Personal Properly coverage to apply to the
unamontized value of "Tenants Improvement
and Befterment” that remain and that you
were forced o abandon.

The most we will pay in any one
occurrence for loss under this Additional
Coverageds $25,000,

Leaae Assessment

Your Business Personal Property is extended
o apply to your share of any assessment
charged 1o.all tenants: by the huilding ownes
as a result of direct physical damage caused
by or resulting frori:a Covered Cause of Loss
to building property you occupy as agraed 1o
in'your written lesse agreement.

We will pay no more than $2,500 in‘any one
occurrence for this Additional Coverage.
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Coverage Extensions

Except as - otherwise provided, the following
Exténsions apply to property located in or on
the building at the "scheduled premises® or-in
the open {or in a vehicle) within 1,000 feet of
the “"scheduled premises”. All Coverage
Extensions are subject kv the terms, conditions
and exclusions of this policy, except as
otherwise provided.

In addition fo the Limits of Insurance, you may
extend the insurance provided by this policy as
follows:.

a. Accounts Recaivable

(1) You may extend the insurance that
appliss to your Business Personal
Property, to apply to your sccounts
receivable; :

We will pay for:

(a) Al amounts due from your
customers that you are unable to
collect;

(b) Interest charges on any loan
required to offset amounts you are
unable to collect pending our
payment of these amounts;

() Collection expenses in excess of
your normal collection expenses
that are made necessary by the
physical loss or physical damage:
and

(d) Other reasonable expenses that
you ' incur 1o regstablish your:
records of accounts receivable;

that result from direct physical loss of or

physical damage to your records of
accounts recaivable.

{2) Paragraph A.3., Covered Causes of
Loss, and Section B., Exclusions, do
not apply to this Additiorial Coverage
except for:

(a) Paragraph B..b., Governmental
Action;

(b} Paragraph B.1.c., Nuclear Hazard;
and '

(¢} Paragraph B.1.e., War and Military
‘Action..

{3) Additional Exclusions
(a) Dishonest acts by you, anyone

else'with an interast in the records

of accounts receivable, or your or:

their employees or -authorized
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representatives, or  anyone
entrusted with the records of
accounts receivable, whether or
not acting alone or in collusion with
other persons or occurring during
the hours of employment,

This exclusion does not apply to a
carrier for hire,

(b) Atteration, falsification, concealment
or destruction of reconds of accounts
recsivable done fo conceal the
wrongful giving, taking or withholding
of "money,” "secunties, or other
propety.

This exclusion applies only 1o the
extent of the wrongful giving,

taking or withhalding.

{e) Bookkeeping, accounting or billing
BrTors.or ornissions,

{d) Electrical or magnstic  injury,
disturbance or erasure of electronic

But we will pay for direct physical
loss ot physical damage caused
by Lightning.

(») Voluntary parting with any property
by you or anyone entrusted with
the property if induced to do so by
any fraudulent scheme, trick,
device-or false pretense:

() Unauthorized instructions to
transfer properly 1o any person or
o any place.

{4) ‘We will not pay for direct physical loss.
or physical damage that requires any:
audit of records or any inventory
computation 1o prove fits factual
existence.

(5) The most we will pay in any one
occurrence for direct physical loss of
or physical damage fo your accounts
recelvable a8t each “scheduled
premises” is $25,000.

(6) The most we will pay in any one
pecurrence for direct physical loss of
or physical damage o accounts
racetvables -away from the "scheduled
premises”, including while in transit, is
$25,000, '

b. Arsonand “Theft” Reward

{1) In the event that a covered fire loss
was the result of-an act-of arson, we
will reimburse you for rewards you pay
for information leading to convictions
for that act of arson.
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{2) In the event of a covered “theRt" loss,
we will reimburse you for rewards you:
pay for information Jeading
canvictions for the "theit” loss.

The most we will pay to reimburse you in
any one occurrence for arson or “theft®

rewards ls $10,000.

This s addiional insurance. The
deductible: does not apply to thess

reimbursements.
¢. Data and Software

We will pay up to 510.006 In any one
occurrence to cover your costs o
research, replace or restore "dete® or
"software” which exists or existed on
electronic or magnetic "media™ that is lost
or damaged as a result of direct physical
loss or physical damage to “computer
equipment” at the "scheduled premises”.

d. Garages, Storage Bulldings and Other

Appurtenant Structures

{1) You may extend the insurance that
applies to Building to-apply to garages,
storage  buildingg and  other
appurtenant structures, except outdcor
fixtures, at the "scheduled premises".
The most we will pay in any one
occurrence. for direct physical loss or
physical damage under this Extension

is $50,000 at -each
premises”.

{2) You may extend the insurance that
applies to Business Personal Pmperty
in garages, storage buildings and other

appurtenant  structures
*scheduled premises”.

The most we will pay in any oné
occurrence for direct physical 1oss or
physical damage under this: Extension
is $5000 at each “scheduled

premises”,

o. Newly Acquired or Constructed Property
(1) You may extend the insurance that
applies to Building to apply to:
(a) Your new buildings whila being buitt
on the "scheduled premises”; and
{b) Buidings you acquire at locations

other than the
premises”, intanded for:

() Similar use s the Buiding
described in the Declarations; or
(i) Use as a warehouse.

Paga 14 of 25

The most we will pay-in any ons
occurrence for ioss or damage under
this Extension is 256% of the Limit of
insurance for Building shown in the
Declarations, but not more than
$500,000 at each premises.

(2) You may extend the insurance that
applies to Business Pergonal Property
to-apply to:

(a) Property at any premises you
acqulre or construct;

(b) Business  Personal  Property,
including such property that you
newly acquire, focated at your
newly constructed bullding, or

{c) Business Personal Properly that
you newly acquire; located .at the

*scheduled premises”.

This extension does rniot apply to:

(a) Personal Properly that you
temporanly acquire in the course
of installing or performing work on
such praperty;

{b) Personal property of others that
you temporarily acquire in the
course of your wholesaling activity,

{e} Merchandise held for sale, except
as provided under Paragraph C.6.
Business Personal Property Limit
~Seasonal Increase,

The most we will pay in any one

occurence for direct physical loss or

physical damage under this Extension.

15 $250,000 at-each premises.

(3) yYou may extend the insurance that
applies fo Business Income and Exira
Expense to:apply to newly acquired or
constructed locations.

The most we will pay in any one

ogeurrence  under this Extension is

$50,000.

(4) ¥ Covered Property is. moved 10 a new
premises endorsed oo this policy, from
& "scheduled premises” being endorsed.
off this policy, the Limit of Insurance
applicable to that vacated premises wil
apply proportionately to both premises as
the property Is moved. This coverage
applies to up to 180 days after the move
begins or upon completion of the move,
whichever .is sooner. This coverage
doss not apply to Business Personal
Property while in transit.
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{5) Insurance under this Extension for
each newly acquired or “constructed
propery will end when any of the
following tirst oscurs:

{a) This policy expires;

(b) 180 days after you acquire or
begin to construct the property, of

{c) Youreport valves to us.

We will charge you additional premiumm

for values reported from ‘the day

construction begins or you dequire the'

property,

f. Outdoor Property

You may extend the insurance provided by

this policy to apply to your outdoor:

(1) Fences, signs: (other than signs
aftached to bulldings), trees, shrubs
and plants caused by or resulting from
any of the following causes of loss:

{a) Fire;

{b) Lightning;

(c) Explosion;

{d) Riot or Civil Commotion; and

(e) Alrcraft.

The most we will pay in any one
occurrance for direct physical Toss:or
physical damage; including debris
removal expense, under this Extension
is $10,000 but not more than $1,000
for any one free, shrub or plant,

(2) Radio and television antennas
(including satellite dishes) caused by
or resulting from any of the following
causes of l0ss!

(a) Fire;

(b) Lightning;

(¢} Windstorm;

{d} Ice, Sriow, Sleet or Hall;

{e) Explosion;

{f) Riotor Civil Commotion; and

{g) Aircraft.

The most we will pay in any one
occurrance for direct physical loss or
physical -damage, including debris
removal expense, under this Extension
Is $2,000.

g. Personal Effects

You may extend the insurance that applies
to Business Personal Praperty to apply 1o
personal effects owned by you, your
officers, your parners, “managers”,
“members”, or your employses,
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The most we will pay in any one
occurrence for physical loss or physical
damage under this Extension is $10,000 at
sach "scheduled pramis

. Property Off-Premises

(1) You may extend the Insurance that
applies to Buillding o apply to such
property that is temporarily at a location
you do not own, lease or-operate. This
Extension applies only if physical Joss
or physical damage is ¢auged by or
resulting from a Covered Cause of
Loss. This Extension does not apply to
property in course of transit.

The most we will pay in any one

occurrence.  under this coverage

-extension Is $5,000.

(2) You may extend the insurance that
applies to Business Personal Property
to apply to such -property, other than
Accounts Receivable, "money" and

"gacufities” while:

{a} In the course of transit. and more
than 1,000 fest from the "scheduled
premises”. Property must be in or
on, but not permanently attached to
or installed In,: a motor vehicle you
own, lease or operate while betwsen
points-in the coverage territory; or

{b} Temporarlly at-a prémises you do
not own, lease or operate.

(c) At a premises owned, leased,
operated or used by you and the
Business Personal Properly is a
vending machine.

{d) In or on, but not permanently
attached fo or instalied In, motor
vehicles Operated by your
employees in the course of your
businass operations,

{e) On temporary public display, or
while being ‘used at fairs,
exhibitions, expositions, or trade
shows or while in fransit to and
from these temporary sites.

The most we will pay in any one

occurrence under -this Extension is

$2,500.

Valuable Papers and Records - Cost of
Research

You may extend tha insurance that applies
o Business Personal Property to apply to
your costs o research, repldce or restore
the lost information on lost or damaged
“valuable papers and records”™, for which
duplicates do not exist.
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The most we wil pay in any one
occurence  under this Extension s
$25,000 at each "scheduled premises”, For
*valuable papers and records” not at the
“scheduled - premises”, including while in
transit, the most we will pay in any one

‘oceurrerice is $25,000.
B. EXCLUSIONS

1. We will not pay for loss or damage ¢aused
directly or indirectly by any of the following.
Such loss or damage is excluded regardiess of
any -other cause or event that contrbutas
coficurreritly or In-ary: saqueme fothe fogs.

a. Earth Movement

(1) Earthquake, meaning a -shaking -or
trembling of the earth's crust, caused
by undetgmund tactonic  forces
resulting in breaking, shifting, rising,
settling, sinking or lateral movement;

(2) Landslide, including any earth sinking,
rising or shifting refated 1o such event;

(3) Mine subsidence, meaning subsidence
of ‘a man-made mine, whether or.not

miining activity has ceased;

{4) Earth sinking (other than sinkhole
collapse), rising or shifting including sol
conditions which cause seltling, cracking
or other disarrangement of foundations
or other parts of realty. Sol conditions
inciude contraction, expansion, freezing,

ercsion,

thawing,
soll, and the acﬁan of water under the

grourd surface;

But if Earth Movement, as described in
Paragraphs {1} through (4) above; results
in fire or explosion, we will pay-for the
physical loss or physical damage caused

by that fire or explosion.

{5) Volcanic eruption, meaning ‘the
eruption, explosion m effugion of &
volcano, But i physical loss or

physical damage by

action results, we will pay for mat

resulting physical damage.

Voleanic action means direct physical
lass of physical damage resuiting from
the -eruption of a volcano when the

physical loss or physical damage is

ceused by:

{a) Airborne volcanic blast or airbome

shock waves;

{b) Ash, dust, or pariiculate matter; or

(¢) Lava flow.
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{d) All volcanic eruptions that occur
within. any 168-hour period - will
constitute a single ocourrence,

Volcanic acion does not include the cost

fo remove ash, dust, or “pariculate

matter. That does not cause direct
physical loss ‘or physical damage fo

Covered Property.

b. Govarnmental Actlon

d.

f.

Selzure or destruction of property by order
of governmerital authority.

But wa wil pay for acts.of destruction ordered
by govemmental authority and taken af the
time of a fire fo prevent its spread, if the fire
Nuciear Hazard

Nuclear reaction or radiation, or
radiogctive | contamination  however
caused.

But if physical loss or physical damage by
fire results, we will pay for that resulting
physical loss or physical damage.

Power Fallure

The: failure-of power or other utility service
supplied to the “scheduled premises”,
however caused, if the failure occurs away
from the “"scheduled premises”. Failure
includes lack of sufficient capacity and
reduction in supply necessary to maintain
nonnal operations.
But if physical loss or physical damage by
a Covered Cause of Loss results, we wilk
pay for that resulting physical loss or
physical damage.
Warand Milltary Action
(1) War, including undeciarad or civil war;
(2) Warlike action by a military force,
including actionn in. hindering or
defending against an actual or
expected attack, by any government,
sovereign or ofher authority using
military personnel or other agents; or

(3} Insurrection,  rebellion,  revolution,
usurped power, or acton taken by
governmental authority in hindering or
defending against any of thase.

Water

(1) Flood, includ!r!g the -accumulation of
surface water, waves, tides, tidal
waves, overflow of streams or any
other bodies of water, or their spray, all
whether driven by wind or not;
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(2) Mudslide or mud flow;

{3) Water that backs up from a sewsr or

drain; or
{4} Water under the ground surface pressing
on, of flowing or sesping through:
{a) ‘Foundations, walls, floors or paved
surfaces;
{b} Basements, whether paved or not,
or

(c) Doors, windows or other openings.
But if loss or damage by fire, explosion
or sprinkler leakage results, we will
pay for that resulting physicat loss or
_ physical damage. .
(5) Water damage caused by or resulting
from earthquake or volcanic eruption:
{a) Earthquake: means a -shaking or
frembling of the eaith’s crust; caused
by underground tectoric - forces
resulting -in- breaking, shifing, rising,
settling, sinking or lataral movement
or other movement;
{b) Volcanic -eruption means the
eruption, explosion or effusion of a
‘yolcano,

g Neglect

Neglect of an insured to use all reasonable
means to save and preserve property from
further damage -at and after the time of
loss.

2. We will not pay for physical loss or physical
damage caused by or resulting from:

a. Consequential Losses: Delay, loss of use

b

ot-loss of market.

Smoke, Vapor, Gas; Smoke, vapor or gas

from .agricultural smudging ot Industrial

operations,

Miscellangous Types of Loss:

{1) Wear andtear;

{2) Rust, corrosion, fungus, decay,
deterioration, hidden or latent defect or
any quality in property that causes it to
damage or destroy itself;

(3) Smog;

{4) Setlling, cracking, shrinking or
aexpansion;

{5) Nesting or infestation, or discharge or

release of 'waste products or
secretions, by insects, birds, rodents;
mold, spare or other animals;
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(6) The following  causes of loss to
personal propserty:

(a) Dampness or dryness of
atmosphere;

{b) Changesin orextremes of
temperature; or

(c) Marring or scratching.
But if physical loss or physical damage by
the "specifisd causes of Joss”, buillding
glass breakage or Equipment Breakdown
Accident results, we will pay for that
resulting physical loss:or physical damage.
Frozen Plumbing: Water, other liquids,
powder or molten material that lagks or
fows from plumbing, heating, air
conditioning or other equipment (except
fire protective systems) caused by or
resulting from freezing, unless:
(1) You do your best to maintain heat in
the building or structure; or
{2) Youdrain the equipment and shut off
the supply if the heat is not maintained.

Dishonesty: Dishonest or criminal .act by
you, any of your pariners, "mefnbers”,
officers, "managers”, employses, ditéctors,
trustees, authorized repraseniatives or
enyone to whom you entrust the property
tfor-any purpose:

{1 Ar;ﬁng alone-or incollusion with others;

(2) Wheﬂaar or not .occurring during the
‘hours of employment.
This exclusion does not apply 1o acls of
destruction by your employees; but theft by
emplayees is riot covered.
False Pretense: Voluntary parting with
any. properly by you or .anyone eise to
whom you have entrusted the property if
induced to do so by any fraudulent
scheme, trick, device or false pretense.
Exposed Property: Rain, snow, ice or
sleet to personal property in the open,
excopt as provided in the Coverage
Extension for Outdoor Property.
Collapse: Collapse, except as provided in
the Additional Coverage for Collapse. But if
loss or damage by a Covered Cause of Loss
results at the "scheduled premises”, we will
pay for that resuiting loss or damage.
Pollution: We will not pay for loss of
damage caused by or-resulting from the.
discharge, dispersal, seepage, migration,
release or escape of “pollutants and
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contaminants” unless the discharge,
dispersal, seepage, migration, release or
escape Is itseff caused by any of the
"spacified causes of logs.” But i physical
loss or physical damage by the "specified
causes of loss" results, we will pay for the
resulting physical loss or physical damage
caused by the "specified cause of loss.*

3.. We wil not pay for loss or damage caused by or

resulting from any of the following. But if physical

loss or physical damage by a Covered Cause of

Loss results, we wil-pay for that resuling physical

loss.or physical damage.

a. Weather conditions: Weather conditions.
This - exclusion only applies if weather
conditions contribule in any way with a
cause or event excluded in paragraph 1.
above to produce the physical loss or
physical damage.

b. Acts -or Decisions: Acls or dedisions,
including the fallure: to act or decide, of any
ggm group, organizafion-or govetrimental

¢. MNegligent Work: Faulty; inadequate or
defective:

{1) Planning, zoning, development,
surveying, siting;

{2) Des:gn, specifications, workmanship,
repair,  construction,  renovation,
remodeling, grading, compaction;

(3) Materials used in repair, consiruction,
renovation-or remodeling; or

(4) Maintenance of part or all-of any property
on or off the "scheduled premises”.

4. Business Income and Exira Expense

Exclusions. We will not pay for:
a. Any Exira Expense, or increase of Business
Income loss, caused by or resulting from:

(1) Delay in rebuilding, repairing or replacing
the propery or rasuming “operations”,
due to interference at the location of the
rebuiding, repair or replacement by
strikers or other parsons; of

{2)- Suspension, lapse or cancellation of any
licensa, lease or confract. But If the
suspension, lapse or cancellation is
directly caused by the suspension of
“operations’, we will cover such loss
that affects your Business Income
during the "period of restoration”.

b. Any cther conseguential Joss,
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5. Equipment Breakdown Exclusion
‘We will not pay for physical loss or physical
damage caused by or resulting from any of the
following tests:

{a} A hydrostatic, preumatic or gas pressure
tost of any boder or-pressure vessel; or
(b} An insulation breakdown test of any type of
elactrical equipment.
C. LIMITS OF INSURANCE

1. The most we will pay for physical loss or
physical damage in any one occurrence is the
applicable Limit of Insurance shown in the
Declarations.

2. The most we will pay for physical loss of or
physical damage to outdoor signs attached to
buildings is $5,000 per sign In any one
occurence.

3. Thelimits applicable to:

#. Coverage Extensions; and
b. The following Additional Coverages:

(1) Accounts Receivablé,

(2} Fire Department Service Charges,

{3) FireExtinguishear Rachargs, and

(4} "Pollutants and  Contaminants” Cléan
Up and Removal

are in addition to the Limits of Insurance.

4. Payments under the following Additional
ccveragas will not increase the applicable
Limit of Insurance:

8. Presefvation of Property; or
b.. Debris Removal; but if:

(1) The sum of direct physical loss or
physical damage and Debris Removal
expense exceeds the Limit of
Insurance; or

{2) The Debris Removal expense exceeds
the amount payable under the 25%
limitation In the Debfis Removal
Additional Coverage.

Wa will pay up o anadditional $10,000 for

each location siated in the Declarations in

any one occurrenica under the Debris

Ramoval Additional Coverage.

5. Bullding Limit - Automatic Increase
a. The Limit of Insurance. for Buildings will

automatically increase annually by 8%.

b. Theaamount of increase will be;

{1) The Limit of Insurance for Buildings that

applied on the most recent of the policy
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inception date, policy anniversary date,
or the date of any other policy change
amending the Buildings limit, imes

{2) The percentage -of annual increase
'shown above, expressed as a decimal
{:08); times

{3) The number of days since the beginning
of the current palicy year or the effective
date of the most recent policy change
amending the Limit of insurance for
Bujldings, divided by 365.

Example: The applicable Limit of Insurance
for Bulldings is $100,000. The annual

percentage incréase i8-8%. The number of

days since the beginning of the policy
period (or last poficy change) is 146.

The amount of increase is:
$100,000 X .08 X 146 divided by 365 =
$3.200
Business Peorsonal Property Limit -
Seasonal Increase

a. The Limit of Insurance: for Business
Personal Property will automatically
increase by 25% to provide for seasonal
variations.

b. This increase will apply only if all Limits of
Insurarice shown in the Declarations for
Business Pearsonal ‘Property at the
*scheduled premises” is at least 100% of
your average monthly values during the
lesser of:

(1) The 12 months immediately preceding
the date the physical loss or physical
damage occurs: or

{2) The period of time you have been in
business as of the date the physical
loss or physical damage occurs.

D. DEDUCTIBLES

1'

2

We will not pay for physical i6ss or physical
damage in any one occurrence until the

amount of physical loss or physical damage.

excesds the Deductible shown in' the
Declarations. We will thery pay the amgunt-of
loss or demage In excess of the Deductible up
16 the applicable Limit of Insurance.

Except as otherwise listed, the deductible
applicable to.  Additional’ Coverages. snd
Coverage Extensions is the Special Property
Coverage Form is $250,

A $250 deductible applies 1o the following
Glass Coverages, unless Glass Coverage is
provided under a separate coverage form:
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a. Building Glass

h. Glgss Expense

¢. TenantGlass

Unless a separate dedustible is shown In the
Declarations, the: deductible applicable to the
following Additional Coverages or Coverage
Extensions is $250, whether the coverage is
provided under this coverage form, provided
on a separate coverage form or the coverage
is pfovided in-a form that includes & packags of
coverages, such as a Stretch endorsement:

a. Accounts Recsivable;

b. Fine Arts

¢. Outdoor Signs; and

d. "Valuable Papers.and Recoids";

Unless a separate deductible is shown in the

Declarations, the deductitie applicable to the

following Additional Coverages or Coverage

Extansions is $100, whether the coverage is

provided under this coverage form, provided

on -a separate coverage form or the coverage

is provided ina form that includes a package of

coverages, such as.a Stretch endorsement:

8. Employeé Dishonasy; and

b. Temperature Change.

No deductible applies to the following Coverage

Exiensions and Additional Coverages:

a. Fire Extinguisher Recharge;

b. Preservation of Property;

¢. Firg Department Service Charge;

d. Business Income, Extra Expensa, Civil
Authority and Extended Business Income;

8, Arson Reward; and

{. Lockand Key Replacement

The Deductible applicable to the following
Additional Coverages is the policy deductible
or the deductible shown in the Daclarations for
the following coverage:

a. Equipment Breakdown;

b. Ordinance or Law Coverage; arit

6. Leagehold impravements.

‘Each deductible applicable to this policy shall be

applied separately but only to the -coverage
specified, andﬂletotﬁdedumbiefmaalossaﬁn
any one occurrerice shall be the highest
deductible amount that applias to the occurrence.

E. PROPERTY LOSS CONDITIONS

Abandonment

There can: be no abandonment of any property
1o us.
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2. Appraisal

3.

if we and you disagree on the amount of loss,
either may make written demand for an
appraisal of the loss. in that event, each party.
will select a competent and impartial appraiser.
The two appraisers will select an umplre. If
they cannot agree, either may request that
selection be made by a judge of a court having
jurisdiction. The appraisers will state
separately the amount.of loss.

if they fail to agree, they will submit their

differences to the umpire. A decislon agreed to
by any two will ba.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, we will still retain our

right to deny the claim.

Dutfes In The Event Of Loss Or Damage

You must sege that the following are done in the

event of loss of or damage to Covered Property:

a. Notify the police if a law may have been
broken.

b. Give us prompt notice.of the physicel loss
or physical damage. Include a description
of the property involved.

¢. As soon as possibis, give us description of
how, when and where the physical loss or
physical damage accurred.

d. Take all reseasonable steps to protect the
Covered Properly from further damage by
a Covered Cause of Loss. I feasibla, sat
the damaged property. aside in the best

possible order for examination. Also, keep:

a record of your expenses for emergency
and tamporary repalrs, for consideration in
the settiement of the claim.

This will notincrease the Limits of Insurance,

e. At our request, give us complete
inventories of the damaged and
undamaged property. Include quantities,
costs, values and amount of loss claimed.

f. Permitus to inspect the property and records
proving the loss or damage: Also permitus to
toke samples of damaged property for
inspection, testing and analysis.

g. If requested, permit us to question you
under oath at such times #s may be
reasonably reguired about any matter
rélating 1o this insurance or your claim;
including your books. and records. In such
event, your answers must be signed.
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h.. Send us a signed, swom staterment of loss
containing the information ‘we request to
investigate the clalm. You must do this
within- 60 days after our request. We wilt
supply you with the: necessary forms.

i Cooperals with us in the investigation or
seftlement of the claim.

J- Resume part or ali of your "operations” as
gislckly-as possible.

Legal Action Against Us:

No one may bring a legal action against us

tmdar‘this insurance unless:

the terma of this lnsuranoe, and

b. The action is brought within 2 years. after
the date on which the direct physical loss
or physical damage occurred.

Loss Payment

In the event of physical loss or physical

damage coversd by this policy:

a. Atouroption we will sither:

(1) Pay the value of physically lost or
physically damaged property, as
described in paragraph d. below;

(2) Pay the cost of repairing or replacing
the physically lost ‘or physically
«damaged property, plus: any reduction
fryvaiue of repaired tems;

{3) Take all or-any part of the property at
an agreed or appraised value; or

{4) Repair, rebuild or replace the property
with other property of like Kind and
quality.

b, ‘We will give notice of our intentions within
30 days after we receive the swom:
statement of loss.

¢. We will not pay you more than your
financial interest in the Covered Property.

d. We will determine the value of Covered
Property as follows:

{1} At replacement cost {(without deduction
for depreciation), except as provided in
(2) through {7) below.

(a} You may make a claim for physical
loss or physical damage covered
by this insurahce on an actual
cash value basis instead of on a
replacement cost basis. In the
event you elect to have physical
loss or physical damage settled on
an actual cash value basis, you
may stil make a claim on a
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replacement cost basis if you
notify us of your intent to do so
within 180 days after the physicel
loss or physical damage.

{b) We will not pay on a replacement
cost basis for any physical logs or
physical damage:

(§ Untit the physically lost or
physically damaged property
& sctually repaired or
replaced; and

{i) Unless the repairs or
replacement are made as

soon as feasonably possible.

after e physical “loss ..or

physical damage.
However, if the cost 1o repair or
replace the damaged property is
$2,500. or less, we- wil ‘settle the
loss according to the provisions of
Paragraphs dmta} and d.{1)(b)
above whether or not the actual
repair or replacement is complate.

{c) We will not pay more for physical
loss or physicel damage on a
raplacement cost basis than the
feast of;

{) The cost to replace; on: the
same: premises, the physically
lost .or physically damaged
property with other property of
comparable material and
quality and ‘which is used-for
{he 'same purposs; or

() The amount you actually
spand that is- necessary to
repair or replace the physically
lost or physically damaged
property.

{2) If the Actual Cash Value - Bulldings:
option applies, as sbown in the
Declarations, paragraph (1) above
does not apply to Buildings. Instead,
we will determine the value of
Buildings at-actual cash valus.

{3) The following praperty at actual cash
value:

{a) Manuscripts;

(b) Works of ari, antiques or rare
-articies, including etchings, pictures,
statuary, objects of marbls, bronzes,
porcelains and bric-a-brac.
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{c)} Household  contents, except
personal. properly’ in: apartmenis or
rooms fumished by you as landlord,

(4) Glass at the cost of replacement with:
safety glazing material if required by
law.

(5) “Tenants' improvements and

Betterments™ at: ‘

(a) Replacement cost if you make
repairs promptly.

{b) A proportion of your original cost if
you do not meke repairs promptly.
We will determine the proportionate
valuie as follows:

() Muitiply the original cost by the-
number of days from the
physical loss or physical.
damage to the expiration of
the lease; and

(i) Divide the amount determined
in (i) above by the number of
days from the- installation of
improvemants 1o the expiration
of the lease.

It your lease containg a renewal

option, the expiration of the: renewal

opfion perod wil replace the
expiratiors of the Ilsase in this

(¢) Nothing, if others pay for repairs or:
replacement.

{6) *Valuable Papers and Records", atthe
costof:

{a) Blank materlals for reproducing the
records; and
{b) Labor to transcribe or copy the
records.
{7} "Money" and "Sacurities”:

(a) "Monay" at its face value; and

(b} "Securities” at their value at the
close of business on the day the
loss is discovered.

(B) The value. of United States Govemment’
Intemal  Revenue taxes and custom
duties and refundable state and local
taxes paid or fully determinad on the
following property held for sale will not be-
considered in determining the value of
{a) Distilled spirits;

(b} Wines;
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{c} Resctified products; or
{d) Boer.
{9) Appiicable to Accounts Recgivable:

(a) If you can not accurately astablish
the amount of the accounts
recelvable ouistanding as of the
time of physical loss or physical
damage the following method will
be used:

() Determine the total of the
average monthly value of
accounts receivable for 12
months immediately preceding
the month in which the direct
physical loss or physical
damage occurred; and

(i) Adjust the total determined In
paragraph (i) above for any
nomnal fluctuations In - the
value of accounts. receivable
for the month in which the
direct physical loss or physical
damage occurred for any
demonstrated variance from
the average-of that month.

(b} The following will be deducted
from the total value of accounts
receivable, however that value is
astablishied:

(I} The value of the accoiints for
which there Is ho physical loas
or physical damage;

(i) The value of the accounts that
you are able to re-establish or
collect;

{il)- A value to allow for probable

 bad debls that you are
narmally Unable to collect: and

(iv) Al uneamed interest and
servicas charged.

¢ Our payment for physical less of or
physical damage to personal property of
others will_only be for the account of the
owners of the property. We may adjust
losses with the owners of physically fost or
physically damaged property if other than
you. if we pay the owners, such payment
will salisfy your claims against us for the
owners' property.
We will not pay the owners. more than their
financial interest in the Covered Property,
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f. We may elect to defend you against suits
arising from claims of ownérs of property.
We will do this at our-expense.

g- We will pay for covered physical loss or
physical damage within 30 days after we
receive the swom statement of loss, if:

(1) You have complied with all -of the
tarms of this:policy; and
(2) () We have reached agreement with
you on the-amount of loss, or
(b) Anappraisal award has been made.

h. The following condition appfies to any loss
payment for Extra Expense:

We will deduct from the total Extra
Expense to be paid:

(1) The salvage value that remains of any
property bought for temporary use
during the Period of Réstoration, once
business operations are resumed; and

(2) Any Extra Expense that is pald for by
other insurance.

Recovered Property

If either you or we recover any property after
loss settlament, that party must give the other
prompt notice. At your pplion, you may retain
the property. But then yous must retumn to us the
amount we paid to you for the property. We will
pay recovery expenses and the expenses to
repair the recovered property, subject to the
Limits of Insurance,
Resumption of Opaerations

In the event of physical loss or physical

damage at the "schiduled premises® you must

resume -all or part of your “operations” as
quickly as possible.

We will reduce the amount 6f your:

a. Business Income loss, other than Extra
Expense, to the extent you can resume
your “operations”, .in whole.or in par, by
using demaged ‘or undamaged property
(including merchandise or stock) at the
“scheduied premises” or elsewhere.

b. Extra Expense loss to the extent you can
retum “operations” to normal  and
discontinue such Extra Experise.

Vacancy

4. Description of Terms

(1) As used in this Vacancy Condition, the
term bullding and the-term vacant have
the meanings set forth in Paragraphs.
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(a) and (b) below:

(a) When this. policy Is issued to a
tenant, and with respect to- that
tenant's interest in Covered
Property, bﬁMng means the unit
or suite rented or leased to the
tenant. Such building is vacant
when it doas not contain ‘enough
business perscnal property to
conduct customary operations.

{b) When this policy is issued to the
owner or general lessee of &
building, building means the entire
building. Such building Is vacant
unless at least 31% of .its total
square footage is:

{i) Rented fo a lessee of sub-
lessee and used by the lossee
or subdessee fo conduct its
customary operations; and/or

(ii) Used by the building owner to
conduct customary opérations.

(2} Buildings under censtruction or renovation

are notconsidered vacant.

b. - Vdcancy Provislons

if the building where physical loss or
physical damage occurs has been vacant
for more than 80 consecutive days before
that physical losa ar physical damage
oceurs:

(1) We will not pay for any physical loss-or
physical damage caused by any of the
following even if they are Covered
Causes of Loss:

(a) Vandalism;

(b) Sprinkler leakage, unless you had
protacted the system against
freezing;

{c) Building glass breakage;

(d) Water damage;

{e} Theft; or

{f) Attempted theft.

{2) with respect to Covered Causes of
Loss other than those listed:in b.(1){a)

through b.(1)(f) above, we will reduce

the amount we would otherwise pay for
the physical loss or physical damage
by 18%.
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F. PROPERTY GENERAL CONDITIONS
1. Control of Property ‘

Any act or neglect of any person other than
you beyond your diraction or control will not
affect this insurance.

The breach of any condition of this Coverage
Form at one or more jocations will not affect
coverage at any location whers, at-the time of

physical loss or physical damage, the breach
of condition-does not exist.

2. Morigage Holders

a;
b¢

d.

The term mortgage holdér includes trustee.

We will pay for covered physical loss of or
physical damage to buildings or structures
to each mortgage hoider shown in the
Declarations in thelr order of precedence,
as interests may appear.

The mortgage holder has the right to
receive loss payment even ff the morigage
holder has started foreclosure or similar
action on the building or structure.

If we deny your claim because of your acts
or because you have falled to comply with
the terms of this policy, the morigage
hokler will still have the rght to recelve
loss payment if the morigage holder:

(1) Pays any premium due under this
policy at our request if you: have failed
to do s0;

(2) Submits a signed, swom statement of
loss within 60:days after receiving notice
from us of your falure to do-so; and

{3) Hes notified us of any change In
ownership, occupancy or substantial
change in risk known to the mortgage
holder.

All of the terms of this policy will then apply

directly to the mortgage holder,

f we pay the morigage holder for any

physical loss or physical damage and deny

payment to you bacause of your acis or
because you have failed to comply with the
terms of this. policy:

(1) The mortgage holder's rights. under the
mortgage will be fransferred to us to
the extent of the amount we pay; and

{2) The morigage holder's rights 1o recover
the full amourt. of the morigage holder's
claim will-not be impaired,

At-our option, we may pay to the mortgage
holder the whole principal on the mortgage
plus any accrued interest. In this event,
your mortgage and note will be transfarred
to us and you will pay your remalning
mortgage debt to us.
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1. ifwe cancel this golicy, we will-give writteri
notice to the morigage holder at least:

(1} 10 days before the effective date of
cancellation if wa cancel for your non
payment of premium; or

(2) 30 days before the effective date of
cancellation i we cancel for any other
reason.

g. |fwe.elect riof 1o renew this policy, we will
give written notice to the mortgage holder
atleast 10 days before the axpiration date
of this policy.

3. NoBengfitto Bailes

No person or - organization, other than you,
having custody of Covered Property will benefit
from this insurance.
Policy Period, Coverage Territory
Undar this form:
a. We -cover physical loss of physical
damage commencing:
{1) During the policy parbd shown in 'the
Dedlarations; and

{2) Within the caverage ferritory or, with
respect to praperty iri transit, while it is
between points in the .coverage
territory.
But we do not cover physicel loss or
physical damage that is also covered by a
preceding policy.
b. Tha coverage terdtoryis:
(1) The United States of America (induding
its territorles and possessions);
{2) Puerto Rico; and
(3} Canada.
Additional Conditions

The following conditions apply to paragraph--

A.5.u., Fargery Additional Coverage:

a. We will treat mechanically reproduced
facsimile  signatures- the same as
handwritten signatures. '

b. You must include with your proof of joss

any instrument involved in that loss, or, if
that is not possible, an affidavit setting

forth the amount and cause of loss.
¢. The Coverage Territory s revised to cover
loss you sustain anywhere in the world.

G. PROPERTY DEFINITIONS

. "Computer” means a programmeble slectronic
davice that can slore, retrieva and process
*data”.
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"Computer Equipment' means “computers”,
*peripheral -devices®, "media”, and manuals:
that are: purchased to be used Iy conjunction
with hardware and "software”.

"Countarfeit” means an Imitation. of an actual
valid original which is intended fo deceive and
to be taken as the originatl.

*Data” means information or facts stored in a
compqter‘s memoty, on “sofiware® or on
“media®.

"thad Stock” means stock: you have
‘F;mshad Stock" tioes not include stock you
have manufactured that is- held for sale on the
premtsaa -of any retail outist insured under this

"F¥

“Managsr" means a person serving in a
directorial capacity for a limited liability
aom;)any

"Media” means: the thaterial used solely with
the "computer* or "peripheral device® upon
which “software® or *data” is stored, such as
tapes, CD-ROMSs or disks.

"Member" means an owner of & limited liabflity
company represented by its membership
interest, who also may serve as a "manager”.
“Messenger” means you, any any of your
pariners or any employee while having care
and custody of the properly outside your
ptemises,

"Money” means:

a. Currency, coins and bank notes whether or
notih current usey and

b. Travelers checks, registered checks and
money-orders held for sale to the public.

"Operations” means your business activities

occurring at the "scheduled premises® and

tenantability of the "scheduled premises”.

"Period of Restoration” means the period of

time that;

8, Begins with the date of direct physical loss-
or physical damage caused by or resulting
from a Covered Causa of Loss at the
*scheduled premises”, and

b. Ends on the date when:

(1) The proparly at ‘the “scheduled
premises” should be' repaired, rebuilt
or replaced with reasonable speed and
similar quality;

{2) The date when your business Is
resumed at a new, permanent location.
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