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Basis of Settlement

(a) On buildings, machinery, plant and all other property and contents (other than those
specified below); the cost of Reinstatement, replacement or repair in accordance with the
provisions of the Reinstatement and Replacement and Extra Cost of Reinstatement Memoranda
as set out herein.

Provided that if the Insured elects to claim the Indemnity Value of any Damaged property, the
Insurers will pay to the Insured the value of such property at the time of the happening of the
Damage. In any event the Insurers will pay costs incurred by the Insured in accordance with
the provisions of the Extra Cost of Reinstatement Clause.

(b) On raw materials, supplies and other merchandise not manufactured by the Insured;
the replacement cost at the time and the place of replacement or, if such property is not
replaced, the original cost to the Insured of such property or the value thereof at the time and
place of the Damage, whichever is the greater. If such property is obsolete from the Insured’s
standpoint, the Basis of Settlement whether or not such property is replaced shall be the
original cost to the Insured of such property or the value thereof at the time and place of the
Damage, whichever is the greater.

(©) On material in process of manufacture; the replacement cost of the raw materials at
the time and place of replacement plus the cost of labour and all other overhead costs expended
thereon at the time and the place of the Damage.

(d) On finished goods manufactured by the Insured; the replacement value of the raw
materials and the value of labour and other overhead charges expended or allocated to the
finished goods but before any allowance for profit or the cost of re-stocking such goods
whichever is the lesser.

(e) On goods sold but not delivered for which the Insured is responsible and with regard
to which, under the conditions of sale, the sale contract is by reason of the Damage cancelled
either wholly or to the extent of the Damage; the contract price or that part of the contract
price which shall have been lost to the Insured because of the partial cancellation.

) On computer systems records (including software), documents, manuscripts, valuable
papers, securities, deeds, micro-inscribed documents, specifications, plans, maps, films,
mortgages, abstracts, drawings, designs, books, business books, media and the data recorded
thereon and other records of every description; the cost of reinstating, replacing, reproducing
or restoring same, including:

) the cost of gathering and/or assembling and/or researching the information,
(i) information contained therein or thereon

but excluding the value to the Insured of the said information or, if such is not required,
the replacement cost of materials as blank stationery at the time and place of the Damage.

(9) On patterns, models, moulds, jigs, templates, dies or lasts; the cost of repair or
replacement (if actually replaced) otherwise the value of such property to the Insured at the
time and place of the Damage.

(h) On glass; the cost of repairing or replacing the broken glass including:

temporary shuttering and/or hiring of security service pending replacement of broken glass,
sign-writing or ornamentation on glass, replacement burglar alarm tapes or protective films on



the glass, removing and refixing of window and show case frames and fittings and heat
reflecting material or process on glass.

) Premises awaiting demolition; the salvage value of the building materials and/or
landlords fixtures and fittings or the increased cost of demolition resulting from Damage to
such property, whichever is the greater.

) On any property the subject of a contract to which the Insured is a party; the amount
payable by the Insured under such contract to the other party to the contract or, if the property
is replaced, the replacement value at the time and place of replacement, whichever is the
greater.

(k) On customers goods for which the Insured is responsible or may be held legally liable
in the event of Damage thereto as insured by Section I of this Policy; the replacement cost at
the time and place of replacement.

Q)] For Property Insured at agreed value, when Damaged property is restored, at actual
restoration cost or full agreed value, whichever is lesser. In the event the Damaged property
is not restored, settlement shall be at its Indemnity Value or agreed value, whichever is the
greater.

(m) On personal property of directors, partners, proprietors and employees, the
replacement cost at the time and place of replacement.

(n) In the event of Damage affecting labels, containers or wrappers the Insurers shall
not be liable for more than an amount sufficient to pay the cost of new labels,
containers or wrappers, and the cost of reconditioning the goods, but in no case
shall the Insurers be liable for more than the insured value of the Damaged
merchandise.

(0) On property comprising a pair or set; the difference between the market or
replacement value (whichever the greater) before the loss and the market or replacement value
(whichever is the greater) after the loss or as otherwise specified elsewhere in this Policy.

(p) Fine Arts shall be valued at the appraised value; or, if there is no appraisal, at the
greater of the original acquisition cost or the Market Value at the time of the loss, or actual
replacement cost with property of similar kind and quality or the cost of restoring and repairing
to a condition substantially the same as before the Damage plus any reduction in Market Value
resulting from the Damage.

"Fine Arts" are defined as paintings, etchings, pictures, tapestries, art glass windows, valuable
rugs, statuary, sculptures, antique furniture, antique jewelry, bric-a-brac, porcelains, and
similar property of rarity, historical value, or artistic merit, but excluding automobiles, coins,
stamps, furs, jewelry, precious stones and precious metals.

Such valuation being in the currency in which the loss was sustained. Losses sustained in
currencies other than the US dollars shall be settled by converting the amount of loss to U.S.
dollars at the market rate at the time of settlement of the loss.

If there is no market price or value on the relevant day stated herein then the value shall be
agreed between the Insured and the Insurers, or in default thereof, the Insured and the
Insurers shall submit to arbitration.



