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Learning outcomes

Understand the different ways in which power failure
is covered in the UK

Appreciate the difficulties that might present if there were

to be a power loss over a wide area

Be aware that expectation issues arising out of covid-19 cover
may not be unique, and be emboldened to pursue clarity in

policy wordings
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CONTRACTUAL FINES AND PENALTIES

« Essential to establish contractual position
« Likely to be modest limit [
« Loss flowing from non payment is not loss flowing from Damage

=4

ACT OF COMPETENT AUTHORITY/
NON DAMAGE DENIAL OF ACCESS

o Likely to require prevention not just hindrance
« If terrorism, has this cover been bought back?

NOTIFIABLE DISEASE
« Potentially within 25 miles
o Consider FCA Test Case

DAMAGE DENIAL OF ACCESS
« Prevention/hindrance access
to or use of the premises
denial of exit not usually
covered (but hindrance of

use usually still will be)

* Property Damage/BI
* Notifiable Disease

« Cyber

TRANSIT

+ Bl loss due to damage
to assets in transit

 Use motor vehicles
extension instead
where vehicles
generate revenues
- eg hauliers

CONSTRUCTION/ REFURBISHMENT SITE

Advance loss of profits/delay in start up

« Required for green field sites as not yet premises

+ Defers commencement of maximum indemnity
period (MIP)
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Definition of Premises

« Research and development
« Loss of license/authorisation
» Machinery breakdown

« Loss of use of the site

+ Attempted murder/suicide

OTHER LOCATIONS

+ Some covers include
any location occupied

« Potentially includes
exhibition sites

Contingent Business Interruption cover?

UTILITY PROVIDER SITE
Utility Failure at Generating site .
* Restricted perils ml‘
« Evidencing damage likely to be difficult -
« Exclusions include deliberate act of supply authority
« Time excess/franchise
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THE VICINITY =

+ Distance usually not specified
+ Generally 1 mile where specified

UTILITY FAILURE AT TERMINAL ENDS

+Where exactly are the terminal ends?

6 . . « Exclusions include deliberate act of supply authority

+ Time excess/franchise

« Sometimes a requirement for failure to flow from Damage

DEMISED SITE

LOSS OF ATTRACTION
Material Damage Provison
o Is there Damage?
« Is it being paid for by insurance?
+ Does the Bl loss flow from it?
« Is 'Premises' defined?
o Is the Damage at the Premises?

customers to you

BUILDINGS

CAR
PARKS

SUPPLIERS PREMISES

Specified or unspecified customers

« Restricted perils

+ Geographic, monetary and/or time limits
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+ Damage to property attracting

CUSTOMER PREMISES

Specified or unspecified customers
 Restricted perils
« Geographic, monetary and/or time limits

LOOKING FOR WAYS TO PAY?

Is there Damage If not, consider if
at the Premises? any extensions apply

v
Is the material Damage

v
Short MIPs may be in place
proviso satisfied?

g !
Time/monetary

¥
Is the Damage excluded? limits likely

v v
If so, is an exclusion Bespoke
excepted/bought back? exclusions
i i
v v
Does the loss flow May be
territorial limits

from the Damage?



Failure of public utilities —
what is the issue?

* Non-damage contingent Bl extensions could affect many
businesses at the same time and may aggregate risk and exposure

e Just like covid-19 did
* The most obvious example is utility failure

* For many businesses, a failure of power will also cause loss of
internet access and a reduction in turnover

* So would such losses caused by power failures across a large area
be picked up by utility extensions?

*  Will there be the level of misunderstanding that we saw with
covid-197?




Utility Failure cover — what is available now?

* Extending the definition of premises to include the generating site
e Extending the covered causes of loss — terminal ends cover

* What about utility providers as suppliers?

— Is the definition of a supplier under (an unspecified) supplier extension
sufficient/does it clarify the intention of the parties?

— Are utility providers excluded?

— Is cover restricted to the supplier with whom the policyholder transacts
— Are specified tiers included

— Isit open ended?
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Expanding the definition of the ‘premises’

* Includes loss from damage at utility provider (generating) premises
(often with a limited MIP)

* Usually (restricted) perils not all risks

— Fire, lightning, aircraft, explosion

— Potentially, storm, flood, earthquake, malicious damage/riot can be covered
* Exclusions

— Deliberate act of the supply authority

— Strikes/labour disputes

— Time franchises
* Issues

— Obtaining evidence to trigger cover (or apply an exclusion)

— This is an extension to the business interruption cover, not the whole policy




Expanding the scope of covered causes —terminal ends cover

e Extends to cover interruption or interference arising from the
accidental failure of utilities at terminal ends

* Wider than undertaking premises based cover in two ways

— Includes failure due to an incident affecting infrastructure between the
generating site and the policyholder’s premises (not just an incident at the
former)

— Does not restrict perils operative, and usually no need for damage at all

* Hybrid policies (accidental failure at terminal ends due to Damage)
are appearing

* Exclusions/Issues arising similar to cover for peril at the generating site

e Time franchises/excesses are the norm
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So, what scenario does the title of this talk allude to?

e Electricity failure will generally produce internet
outage for many policyholders

* Might a widespread power failure (not caused
by damage at a generating site) reveal a
diaspora of perceptions about cover similar to
the FCA test case?




Failure of public utilities —
what is the issue?

* Non-damage contingent Bl extensions could affect many
businesses at the same time and may aggregate risk and exposure

e Just like covid-19 did
* The most obvious example is utility failure

* For many businesses, a failure of power will also cause loss of
internet access and a reduction in turnover

* So would such losses caused by power failures across a large area
be picked up by utility extensions?

*  Will there be the level of misunderstanding that we saw with
covid-197?




Failure of public utilities — echoes of the test case

Covid-19 cover Utility cover
Out of scope Specified Disease Damage at generating site
Hybrid Denial of access due to disease Failure at terminal ends due to damage

Covered? Notifiable disease Accidental failure at terminal ends
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Cover for Failure of public utilities - exclusions

e Telecommunication services
(may be brought back in separately, may not be)

— IUA/LMA wordings
— Exclude loss:
— directly or also indirectly caused by a cyber incident

- Malicious only, or all events?

— Application to utility failure
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Cover for Failure of public utilities — avoiding a re-run of the COVID-
19 claims experience

* Revisit what cover you think you are buying/providing

* Check the policy wording — accidental failure at terminal
ends or specified peril damage at a generating site

e Confirm with the other party that a consensus exists

* Check the scope of re-insurance cover
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