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Reinstatement or Replacement Clause

(Applicable to buildings, machinery, plant and all other Property and contents; other than
those specified in items (b) to (i) under Article 19 under Basis of Settlement section of the

Policy)

The basis upon which the amount payable is to be calculated shall be the cost of
reinstatement of the Damaged Property Insured at the time of its reinstatement, subject to
the following Provisions and subject also to the terms, Conditions and Limit(s) or Sub
Limit(s) of Liability of this Policy.

For the purpose of the insurance under this memorandum 'reinstatement’ shall mean:

(a) Where Property is lost or destroyed: in the case of a building, the rebuilding thereof or

in the case of Property other than a building, the replacement thereof by similar



(b)

(©

(d)

Property; in either case in a condition equal to but not better or more extensive than

its condition when new.

Where Property is Damaged: the repair of the Damage and the restoration of the
Damaged portion of the Property to a condition substantially the same as, but not

better or more extensive than, its condition when new.

Notwithstanding anything contained in this Memorandum to the contrary, nothing
will preclude the Insured rebuilding or replacing the Damaged or destroyed building
in a different shape or form provided the liability of the Insurers is not hereby

increased.

Notwithstanding anything contained in this Memorandum to the contrary, the Insured
shall not be bound to actually rebuild any building destroyed but may purchase an
alternative existing building to replace that destroyed. Such replacement shall be
deemed to constitute "reinstatement" for the purpose of this insurance under this
Memorandum. Provided that the Insurers shall not be liable to make any payment

beyond the cost that would have been incurred had the building that was destroyed
been rebuilt.

Provisions

@

(i)

The work of rebuilding, replacing, repairing or restoring, as the case may be (which
may be carried out upon any other site(s) and in any manner suitable to the
requirements of the Insured, but subject to the liability of the Insurer(s) not being
thereby increased), must be commenced and carried out with reasonable dispatch,

failing which the Insurer(s) shall not be liable to make any payment greater than the

indemnity value of the Damaged Property at the time of the happening of Damage.

When any Property Insured to which this memorandum applies is Damaged in part

only, the liability of the Insurer(s) shall not exceed the sum representing the cost which

the Insurer(s) could have been called upon to pay for reinstatement if such Property

had been wholly destroyed.




(iii) No payment beyond the amount which would have been payable under this Policy if this

memorandum had not been incorporated herein shall be made until a sum equal to the

cost of reinstatement shall have been actually incurred; provided that where the Insured

reinstates or replaces any lost or destroyed Property at a cost which is less than the cost
of reinstatement (as defined) but greater than the value of such Property at the time of
the happening of its loss or destruction, then the cost so incurred shall be deemed to be

the cost of reinstatement.

(iv) All other Industrial Special Risks and/or Fire and Named Perils insurances covering
the Property effected by or on behalf of the Insured shall be on a similar reinstatement

basis.

(v) Notwithstanding anything to the contrary contained herein, if any of the Insureds elect
to reinstate Damaged Property with dissimilar Property whether or not to be used for

a similar purpose as the Damaged Property, the Insurer(s) shall pay the lesser of:

1. the cost of the dissimilar Property, or

2. the amount equal to the replacement cost which would have been payable if the
Damaged Property had been reinstated with similar Property in a condition equal

to but not better or more extensive than its condition when new.

(vi) Notwithstanding anything to the contrary contained herein, if any of the Insureds elect
to purchase an existing building or buildings (which may include machinery, plant and
all other contents other than stock herein) instead of replacing a building or buildings
Damaged replacement(s) (together with, if included machinery, plant and all other
contents other than stock herein) shall be deemed to constitute “reinstatement” under
this Memorandum, subject to the liability of Insurer(s) not being thereby increased. If
both the total replacement value and the total volume (measured over the roof and
external walls) of the building(s) purchased are less than both the total replacement
value and the total volume (measured over the roof and external walls) of the
building(s) Damaged, then the total amount recoverable shall include, in respect of

that proportion of the total building volume which is not replaced, an additional

amount equal to but not exceeding the equivalent proportion of the amount which



would have been payable under the Policy if this Memorandum had not been

incorporated therein.

(vii) Subject to the mutual agreement between the Insurer and the Insured, where any lost
or destroyed Property cannot be economically repaired, and due to technological
change is also incapable of being replaced with the same model or version, at the

option of the Insured they may:

Replace the Damaged Property with Property with a greater total function,
capability and/or output.

Provided the replacement Property:

1. represents the manufacturers or alternative manufacturers current equivalent or

substitute product to the Damaged Property;

2. does not exceed in value the amount declared for insurance of the Damaged
Property (if applicable) or the Limit(s) of Liability stated in The Schedule,

whichever is the lesser.

Notwithstanding clause 2. should the Insured replace the Damaged Property with

Property of greater monetary value than the amount as stated in clause 2., the Insured

shall be regarded as their own insurer for any amount in excess of that stated amount.

(viii) The Insured shall not be bound to reinstate any destroyed building(s) (together with
machinery, plant and all other contents, other than stock, therein) but may, at its

option:

(a) purchase an alternative building(s) (including machinery, plant and all other

contents, other than stock, therein) to replace the destroyed Property; or



(b) by mutual agreement, accept cash settlement from the Insurer(s);

in either case up to, but not exceeding , the cost which would have been incurred if the

destroyed Property had been reinstated in accordance with the provisions of clause a.

of the definition of ‘reinstatement’.




