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BUSINESS INTERRUPTION INSURANCE CLAUSES

Please read the policy wording carefully, particularly the EXCLUSIONS highlighted.

If you are provided with both the English version and the Chinese version of the Policy, both
versions shall be equally enforceable. In case of any discrepancies between the Chinese and

English, the Chinese version shall prevail.

GENERAL PROVISIONS

Article 1 The Insurance Contract incorporates the Insurance Clauses, Proposal Form, Policy



Schedule or Certificate, Endorsements (if any). Any agreement related to the Insurance Contract shall be

in written form.

Article 2 It is a condition precedent to any liability on the part of the Insurer that the Policyholder shall
have purchased physical damage Insurance for their property used in Insured’s business operation in the
premises specified in the Schedule. The Policy Number of the Physical Damage Insurance shall be stated

hereon.

SCOPE OF COVER

Article 3 If during the period of insurance the business carried out by the Insured at the premises
specified in the Schedule is interrupted or interfered with in consequence of physical loss of or damage to
the property used in business operation (hereinafter called Physical Damage) resulting from perils or
hazards covered under the Physical Damage Insurance (which herein refers to the standard clauses of the
physical damage insurance, excluding the special provisions and conditions, extension clauses,
endorsements and memorandum etc.), the Insurer shall indemnify the Insured for the loss of gross profit
resulting from such interruption or interference, subject to the terms, exclusions, conditions and provisions

contained in this Policy or endorsed thereon.

Indemnity Period in this Policy refers to the period beginning with the occurrence of the Physical Damage
and ending no later than the Maximum Indemnity Period stated in the Policy thereafter during which the

results of the business is affected in the consequence of the damage.
Gross Profit stated in this Policy is calculated as follows:
Gross Profit= Business Profit +Agreed Standing Charges; or

Gross Profit=Agreed Standing Charge - Business Deficit x Agreed Standing Charges/Total Standing
Charges

Standing Charges stated in this Policy refers to the costs or expenses incurred by the Insured for the
purpose of maintaining normal business operation and shall not be proportionately reduced in accordance
with the reduction of the Turnover. The agreed Standing Charges shall be determined by the Insured

subject to the confirmation of the Insurer, and then specified in this Policy.

Unless specifically agreed, the accounting terms used in aforementioned formulas shall have the same

meaning usually attached to them in the books and accounts of the Insured.

Article 4 If any particulars or details contained in the Insured's books of account or other business
books or documents, which are required by the Insurer for the purpose of investigating or verifying any
claim hereunder, are produced by professional accountants if at the time they are regularly acting as such
for the Insured, the Insurer shall indemnify the Insured within the limit stated in this Policy in respect of the
necessary and reasonable charges payable by the Insured to their professional accountants (hereinafter
call Auditor’s Fee) for producing such particulars or details or any other proofs, information or evidence as

may be required by the Insurer.



EXCLUSIONS
Article 5 The Insurer shall not be liable for:

5.1 any loss or damage caused by or aggravated by willful act and/or gross negligence of the

Policyholder and/or the Insured; and/or

5.2 any loss or damage caused by or aggravated by perils and/or hazards other than those covered
by Physical Damage Insurance, which refers to the standard clauses of the physical damage
insurance, excluding the special provisions and conditions, extension clauses, endorsements

and memorandum etc. and/or

5.3 any loss or damage caused by or aggravated by earthquake or tsunami and secondary

disasters so caused; and/or

5.4 any loss or damage resulting from or aggravated by government's restrictions on recovery or

repair of damaged property; and/or
5.5 any loss or damage caused by or aggravated by terrorism activities; and/or

5.6 the deductible or time excess set forth in this Policy.

SUM INSURED AND LIMIT OF INDEMNITY

Article 6 The sum insured of Gross Profit is determined by the Policyholder and stated in the Policy
Schedule.

Article 7 The limit of indemnity for Auditor’s Fee is determined by the Policyholder and stated in the
Policy Schedule.

INSURANCE PERIOD AND MAXIMUM INDEMNITY PERIOD

Article 8 Unless otherwise agreed, the period of insurance shall be one year subject to the inception

and expiration date as stipulated in the Policy Schedule.

Article 9 The Maximum Indemnity Period is determined by the Policyholder and stated in the Policy
Schedule.

DEDUCTIBLE AND TIME EXCESS

Article 10  The deductible and time excess shall be agreed between the Policyholder and the Insurer

when entering into the insurance contract and specified in the Policy Schedule.

OBLIGATIONS OF THE INSURER

Article 11 In case of application of standard clauses, the Insurer shall enclose them in the Proposal



Form and explain the contents of the insurance contract to the Applicant. For the clauses exempting the
Insurer’s liability, the Insurer shall make remarkable notice in the Proposal Form, Policy or other
certificates to draw the Applicant’s attention, and explain them clearly in written or oral form when entering

into the contract. Otherwise, such clauses shall be void.

Article 12 The Insurer shall issue the Policy or other certificates in a timely manner after the

establishment of an insurance contract

Article 13 The Insurer’s right to cancel the Policy as stated in Article 17 is void if not exercised by the
Insurer within thirty days after his acknowledgement of any causes for cancellation of this Policy. After two
years from the establishment of the insurance contract, such right to cancel the Policy is also void and the

Insurer shall be liable for the loss, costs or expenses insured by this Policy.

If before the establishment of the insurance contract, the Insurer is aware of the Applicant’s
misrepresentation or non-disclosure, the Insurer cannot cancel the Policy, and still shall be liable for the

loss, costs or expenses insured by this Policy.

Article 14 If the Insurer believes that the proofs and documents provided by the Insured, as required in
Article 22, are not sufficient, the Insurer shall request the Policyholder and/or the Insured to provide

additional materials in time and once for all.

Article 15 Upon receipt of a claim, the Insurer shall confirm whether the loss, costs or expenses are
covered by this Policy or not in a timely manner. For complicated cases, it is hereby agreed to allow an
extension of no more than 180 days, or further extension if needed subject to the agreement by both

parties.

The Insurer shall notify the Insured of the decision in a timely manner. If the loss, costs or expenses are
covered by this Policy, the Insurer shall make payment within ten days after reaching an agreement with
the Insured. If the time limit for indemnity is specifically stipulated in the insurance contact, the Insurer shall
make payment within such time limit. If the loss, costs or expenses are not covered by this Policy, within
three days after the decision, the Insurer shall issue a declination letter and explain the reasons to the

Insured.

Article 16  The Insurer shall allow an advance payment that can be determined by the available proofs
or documents if the final settlement amount cannot be determined within sixty days after receipt of such
claim and relevant documents, and pay the balance to the Insured after the final amount of indemnity is

adjusted.

OBLIGATIONS OF THE POLICYHOLDER AND/OR INSURED

Article 17  Before entering into an insurance contract, the Policyholder shall make full and accurate
representation and disclosure at the request and/or inquiry of the Insurer in respect of the subject matter

insured and the Insured himself.

If the Policyholder fails to fulfill the obligation of making full and accurate representation and disclosure as

aforementioned due to his willful act and/or gross negligence, which may affect the Insurer's decision



whether to write the risk of the insurance and, if so, whether to raise the premium rate, the Insurer is

entitled to cancel the Policy.

If the Policyholder willfully fails to comply with the obligation of making full and accurate
representation and disclosure, the Insurer shall not be liable for any loss happening prior to the
cancellation of the Policy while no premium shall be refunded.

If the Applicant, due to gross negligence, fails to disclose in truth material particular(s) which has
significant contribution to the occurrence of the event insured hereby, the Insurer shall not
indemnify the Insured for any loss happening incurred prior to the cancellation of this Policy, but
shall return premium collected.

Article 18 Unless otherwise agreed, The Policyholder shall pay the premium when this Policy

establishes.

Article 19  The Insured shall observe and fulfill relevant laws, regulations and requirements on fire,
safety, production operations and labor protection, improve management, take all reasonable precautions

to protect the security of the property and prevent and/or minimize loss or damage thereto.

The Insurer is entitled to inspect whether or not the Insured has fulfilled the aforementioned obligation of
reasonable precautions, and make recommendations in writing to the Policyholder or the Insured on
eliminating risks and dangers, which shall be implemented by the Policyholder and/or the Insured in a

serious manner accordingly.

If the Policyholder or the Insured fails to comply with due obligation of reasonable precautions, the Insurer
is entitled to charge additional premium or cancel the Policy.

Article 20 During the period of insurance, if there is any change of material fact, such as change of
business nature in premises specified in the Schedule, liquidation and/or taking-over by liquidator or
assets manager, or increase of risk exposure of property used in the business, etc., which may increase
the risk materially and affect the Insurer’s decision as to whether to continue writing the risk of insurance
and, if so, whether to increase the premium, the Insured shall give the Insurer timely written notice of such

changes, and the Insurer is entitled to charge additional premium or cancel this Policy.

If the Insured fails to comply with the obligation of notification aforementioned, the Insurer shall

not be liable for any loss due to the material change of the risks.

Article 21 If any event giving rise to or likely to give rise to a claim under this Policy comes to his

knowledge, the Insured shall:

21.1 take all necessary and reasonable measures to repair the damaged property used in business
operation, restore business operation as soon as practical to prevent or minimize the loss resulting
from the interruption and/or interference of the business, otherwise the Insurer shall not be liable

for any extended or aggravated loss caused hereby;

21.2 give naotice to the Insurer immediately and submit a written report on the cause, course and extent of
the loss. If the Policyholder and/or Insured fail to notify the Insurer in time due to his willful act

or gross negligence, which makes the Insurer not able to ascertain the nature, cause and



extent of the loss, the Insurer shall not indemnify the Insured in respect of such uncertain part
of loss, except that the Insurer is aware or ought to be aware of the occurrence timely by other

means.

21.3 preserve the spot, permit and assist the Insurer to investigate the accident, and provide the Insurer
with relevant books of account or other business books or documents for verification of the loss. If the
cause of the accident cannot be ascertained or the severity of the damage cannot be verified
due to the refusal of or disturbance by the Insured, the Insurer shall not indemnify the Insured

in respect of such uncertain part of the loss.
Article 22 To lodge a claim, the Insured shall submit the following proofs and documents:

22.1 The original Policy Schedule, claims application, list of lost or damaged property, certificates of
technical appraisal, report on the occurrence, invoices of rescue expenses, necessary accounting

books, documents and certificates issued by relevant governmental departments or public authorities.

22.2 All other information and available documents or proofs concerning the verification of the nature,

cause and extent of the Damage that can be provided by the Policyholder or Insured.

If the Policyholder or Insured fails to comply with their obligation of providing the proofs and
documents as aforementioned, which makes the Insurer not able to verify the loss, the Insurer

shall not indemnify the Insured in respect of the uncertain part of loss.

LOSS SETTLEMENT

Article 23 After an occurrence insured hereby, It is a condition precedent to any liability on the
part of the Insurer that payment of indemnity has been made or liability has been admitted by the
Insurer under the Physical Damage Insurance which refers to the standard clauses of the physical
damage insurance, excluding the special provisions and conditions, extension clauses,
endorsements and memorandum etc., unless no such payment shall have been made or liability shall
not have been admitted therefore solely owing to the operation of deductible proviso under the Physical

Damage Insurance.

Article 24 The loss of the Gross Profit in the Indemnity Period is the sum of Reduction in Turnover and
the Increase in Cost of Working, deducting any sum saved during the Indemnity Period in respect of such
of charges and expenses of the business payable out of Gross Profit as may cease or be reduced in

consequence of the incident covered hereby.

24.1 Loss of the Gross Profit resulting from Reduction in Turnover shall be the sum produced by applying
the Rate of Gross Profit to the amount by which the Actual Turnover during the Indemnity Period shall,

in consequence of the incident, fall short of the Standard Turnover:
Rate of gross profit *(standard turnover — actual business turnover within the indemnity period)

Turnover stated in this Policy refers to money paid or payable to the Insured for goods sold and for

services rendered and transferring assets in course of the business.



Rate of Gross Profit stated in this Policy refers to the rate of Gross Profit earned on the Turnover

during the financial year immediately before the date of the physical damage.

Standard Turnover stated in this Policy refers to the Turnover during that period in the twelve months

before the date of the physical damage which corresponds with the Indemnity Period.

Incomes, in connection with the insured’s operation, brought into account elsewhere than at the
stated premises in this Policy, either by the insured or its representatives shall be included in the

Actual Turnover.

24.2 Increase in Cost of Working refers to the additional expenditure necessarily and reasonably incurred
for the sole purpose of avoiding or diminishing the reduction in Turnover which but for that
expenditure would have taken place during the Indemnity Period in consequence of the Physical
Damage but not exceeding the sum produced by applying the Rate of Gross Profit to the amount of

the reduction thereby avoided.

If any Standing Charges of the business are not insured by this Policy (having been deducted in
arriving at the Gross Profit as defined herein) then in calculating the amount recoverable hereunder
as Increase in Cost of Working that proportion only of the additional expenditure shall be brought into
account which the Gross Profit bears to the sum of the Gross Profit and the Uninsured Standing

Charges, as the following formula:
Increase in Cost of Working x Gross Profit/ (Gross Profit + Uninsured Standing Charges)

Article 25 If the Maximum Indemnity Period is shorter than or equivalent to 12 months, and the sum
insured is less than the amount of Rate of Gross Profit multiplying Annual Turnover, the amount of
indemnity shall be determined on the basis of such proportion of the loss of Gross Profit as the sum

insured bears to above-mentioned formula:
Amount of indemnity =loss of Gross Profit x sum insured / (Rate of Gross Profit x Annual Turnover)

If the Maximum Indemnity Period is longer than 12 months, and the sum insured is less than the amount
that both rate of gross profit multiplying annual turnover, and the Maximum Indemnity Period multiplying
1/12, the amount of indemnity shall be determined on the basis of above-mentioned proportion of the

actual loss of Gross Profit as the sum insured bears to above-mentioned formula:

Amount of indemnity =loss of Gross Profit x sum insured / (Rate of Gross Profit x Annual Turnover x

Maximum Indemnity Period/12)

The Annual Turnover stated in this Policy refers to the turnover during the 12 months immediately before

the date of Physical Damage.

Article 26 To which such adjustments shall be made as may be necessary to provide for the trend of
business and for variations in or other circumstances affecting the business either before or after Physical
Damage or which would have affected the business had the Physical Damage not occurred, so that the
figures thus adjusted shall represent as nearly as may be reasonably practicable the results which but for

the damage would have been obtained during the relative period after the physical property damage.

Article 27 If the deductible has been agreed in this Policy, the amount of indemnity for loss of gross



profit shall be the amount of loss of gross profit calculated in accordance with Item 24 and Item 25

deducting the deductible.

If the time excess has been agreed in this Policy, the deducting amount shall be calculated as the percent
of time excess divided by indemnity period multiplying the loss of Gross Profit defined in accordance with
Item 24 and Item 25.

Article 28 The Insurer shall pay the actual Auditor's Fee incurred in consequence of a covered

occurrence, subject to the limit of indemnity specified in the Policy.

Article 29 The insured shall furnish the Insurer with any other relevant insurance policies existing in
truth when lodging a claim. If at the occurrence of the insured accident there is any double insurance, the
Insurer shall not pay or contribute more than his ratable proportion of loss as the corresponding sum

insured under this Policy bears to the corresponding total sum insured under all these policies.

The Insurer shall not advance the amount payable by other insurer(s). If the Insurer has paid more
than his share due to the Insured’s non-disclosure, the Insurer is entitled to claim for the portion

paid in excess.

Article 30 If any third party is held liable for the loss or damage insured hereby, the Insurer shall be
entitled by subrogation to claim for indemnity against such third party upon Insurer’s paying for the loss
subject to the limit of the payment, and the Insured shall provide the Insurer with all the necessary

documents and relevant information known to him.

If the Insured has already been indemnified by the third party liable for the loss or damage, the Insurer

shall deduct the corresponding amount when calculating the amount of indemnity.

The Insurer shall not indemnify the Insured for the loss or damage, if the Insured waive the right to
claim against the third party liable before the Insurer makes payment of indemnity. If after receiving
indemnity from the Insurer, the Insured waives the right to claim against any third party liable for the loss or
damage without the Insurer’s consent, such waiver of right is invalid. If due to the Insured’s willful act or
gross negligence, the Insurer cannot exercise the right of subrogation, the Insurer may deduct a
corresponding amount when calculating the amount of indemnity or request refund of a

corresponding amount from the indemnity paid to the Insured.

Article 31 Upon settlement of the claim by the Insurer, the sum insured of this Policy shall be reduced
correspondingly from the date of Physical Damages and no premium shall be refunded for the amount so
reduced. If the Policyholder requires reinstatement of the sum insured, an additional premium for the
reinstated amount shall be charged at the agreed rate and calculated on pro rata daily basis from the date

of requirement by the Policyholder to the expiry date of this Policy.

Article 32 The limitation of action to claim for indemnity under this Policy shall be two years from the

date that the Insured is aware or ought to be aware of the occurrence of loss or damage insured hereby.

DISPUTE RESOLUTION AND JURISDICTION

Article 33 All disputes arising from implementing this Policy shall be settled through negotiations



between the parties concerned. Upon failure to reach an agreement through negotiations, such dispute
shall be referred to the arbitration commission specified in the policy. If there is no arbitration commission
specified in the policy and no agreement reached for arbitration, legal proceeding could be initiated with

the People’s Court in People’s Republic of China.

Article 34 All disputes related to this insurance contract shall be governed by the laws of the People’s

Republic of China, but except laws of Hong Kong SAR, Macau SAR, and Taiwan.

MISCELLANEOUS

Article 35 If the Insured declares at the latest six months after the expiry of any policy year that the
Gross Profit earned by the insured during fiscal year most nearly concurrent with any period of this Policy
(if the Maximum Indemnity Period is longer than 12 months, the amount of Gross Profit shall be calculated
on the basis of the rate of the Maximum Indemnity Period multiplying 1/12) as certified by certified and/or
chartered accountant appointed by the insured, was less than the sum insured thereon, a pro rata return of
premium not exceeding 50% of the premium paid on such sum insured for such period of this Policy shall

be made in respect of the difference.

If a insured accident has occurred giving rise to a claim, such return of premium shall be calculated as

aforementioned after deducting the amount of indemnity hereby paid by the Insurer from the sum insured.

Article 36 At the Policyholder’s request for cancellation of this Policy before the inception of insurance,
the Insurer shall charge 5% of the premium specified in the Policy Schedule as a commission for

cancellation, but shall return the balance of the premium to the Policyholder.

At the Policyholder’s request for cancellation of the Policy after inception of insurance, the insurance shall
be terminated from the date of notification, in which case, the Insurer shall retain the premium
calculated according to the Short-Term Premium Rate Table for the period from the date of inception to

the date of cancellation, and refund the balance of the charged premium to the Policyholder.

This insurance may also be cancelled at the request of the Insurer after inception of insurance by sending
fifteen days’ notice to the effect being given to the Policyholder, in which case the Insurer shall calculate
the premium on pro rata daily basis from the inception date of insurance to the date of cancellation, and
refund the balance of premium to the Policyholder, unless other agreement is made under the contract or
otherwise stipulated by laws and regulations. If the Policyholder does not pay the required premium as
specified in the Policy Schedule within the required payment period, the Insurer has the rights to cancel the

Policy immediately by a written notification sent to the Insured’s last known address.

APPENDIX

Short Term Premium Rate Table

Period insured Annual rate %




Exceeding Not exceeding
1 month 10% of the annual rate
1 month 2 months 20% of the annual rate
2 months 3 months 30% of the annual rate
3 months 4 months 40% of the annual rate
4 months 5 months 50% of the annual rate
5 months 6 months 60% of the annual rate
6 months 7 months 70% of the annual rate
7 months 8 months 80% of the annual rate
8 months 9 months 85% of the annual rate
9 months 10 months 90% of the annual rate
10 months 11 months 95% of the annual rate
11 months 12 months 100% of the annual rate

Remarks: the Period Insured (or part of it ) less than one month should be charged for one

month.





