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51, no exictiende la gorantfa total propuesta en cl pdrrafo 50 del inforue del
primer Grupo de Trabejo sobrc Contratos ;» Seguros, en los contratos se espe-
cificar~ que los controtistas pagaran sonciones limitedes en contidad, corres-
ponderic 2 la industriz de los segrros considerer si ~n casos individunlcs
serin posible que un contratiste sc cscouwrars para culrir parte de esta
responsabilidad.

15+ L& Remnién recomend$ que, cn beneficio de Tuturos proycctos, la ONUDI prepararc un

historisl completo ce todo incidentec que sc tradujers. en vérdidas conciderables de ese
p J I

tipc cn plontas de [lertilizentes, o ©in de tener un prnorera nfds coamplete del tipe 7 la

Bs

frecuciciz de los incidentes que cousabven pérdidas consecuenciales. A estos efectos,

sc debic pedir inlormocidn tonto © los corpradores cowe o los contratistas de las plantos

de fertilizantes quc sc construyeran en todo el inndo.

Te Los rieszos identificados fueron los wencionzdos cn la siguiente clfusula, cuya
inclusién en los .wodelos de contrato de la ONUDI sc sugiere en el pfrrafo 50 del informe

¢el Grupo de Trabajo.

Adem?s dc las pélizas e seguro noriales que sc¢ requieren en virtud de otros
crticulos del conirato, el cowprador y ¢l contratiuts obtendrén, cn la acdide de

lo posible, de coin ccuerdo, un scgure o nouavre del couprodor por lus pérdidas
consecuenciales ocnsionades por defectos do diseilo, de matericles o dc fabricacidn,
¥y por delcctos de construccidn o instalacidn, guc estdn bojo control del contro-
tista o de suw subconirotictas, provecdores o abrocentes. Sin embergo, ninguna
responseilidad recacrd sobre ¢l couprador o cl contratista por .iotive dnicamente
del page de 1o prige de tal pblize.
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s The Becond General Conference of UNIDO held at Lima, Peru, in March 1975
recommcnded that URIDO zhould include amomnyr its activities a system of con-
tinuing consultations between devcloped wad developing counuries and among
developing countries themcelves, The objective of these consultations would bo
to asuiust bhe developing cowntrics: in achieving their industrialization fouls,
which include in particular the goal of producing at least 25 per cont of

world industrial output by the year 2000,

2. The First Consultation Mecling on the Fertiiizcr Industry was convened in
Vienna in January 1977, 1t was attended by over 250 participants from 60

countrics, representing Govermments, industry and labour,

3+ The Mccting recognized that there were occasions when fertilizer plants and
specific items of cquipment had not functioned adequately and buyerc had
suffcred high consequential losces. Ic was further moted that the protection
given by penalty clauscs in international contracts was inadequatc protection
against consequential losses, The Mceting alwo examined the proposal made by
UNIDO to investigate the possibility of sctiing up a multilateral insurance
scheme covering conscquential losucs, The Mcoting supported the intentions
undcrlying the scheme but reulized that practical difficulties might arise

in its implementation, The echeme warranted further consideration,

4. It was ouggested that a Sccond Consuliation Meeting should be held in
1978 and that the following should be one of the subjects tr be given more

intonsive cxamination and investigation prior to the Meolings

Contruct procecdures intended to cnsure the successful conztruction and
opcration of fertilizer plunts and the suggested multilateral insurance
scheme intcnded to engurc the protection of the intcreste of all partien
concerned by providing, in particular, adequate compengation for
conscauent ial locses,

5¢ The Firet Working Group on Contracts and Insurance was convened to examine
this subject, 14-17 February 19781{;nd to contribute to the formulation of
oonclusions and reoommendations that oould be considered at the Second

Consultation Meeting on the Fertiliger Industry, which UNIDO plans to
oconvene at Innsbruck, Austria, from 6 to 10 November 1978,




6. . The meeting was convened as recommended by the above Working
Group whose recommendations and conclusions read as follows:

19. UNIDO, as recommended by a previous seminar, should prepare 1
an analyeis of causes of inadequate performance in fertilizer
plants built in developing countries within the last 10 ‘
years, paying particular attention to the losses resulting
from design and manufacturing etc. defects, This information |
shoxaxld also be available by the first week of September
197 . ‘

20, After the model contracts are available and data has been
collected on operational records of fertilizer plants in |
developing countries, UNIDO should convene a small working 1
group of insurance experts from developed and developing |
countries and other interested parties to consider whether
this extension of existing insurance cover could in
principle, be made available from commercial sources.

52¢ «ees and specifically to advise the Second Consultation
Meeting whether the world insurance market was likely
to be able to underwrite the risks identified and whether
Government support would be required.

Te The risks identified were thome referred to in the following

clause which paragraph 50 of the Working Group's Report suggested
be included in the UNIDO Model Forms of Contract:

In addition to the standard insurence policies required
under other articles in the Contract, the Buyer and
Contractor shall, to the extent possible, by mutual
arrangement obtain an Insurance cover in the name of
the Buyer for consequential loss caused by defective
design, material or workmanship and defective construction
or erection within the control of the contractor or his
subcontractors, suppliers or manufacturers. No liability
shall, however, attach to the Buyer or the Contractor
purely by reason of payment of the premium for such
policy.

8. There was close cooperation between the UNIDO and UNCTAD

Secretariatein preparing for this meeting. The head of UNCTAD's

programme on insurance participated and actively contributed

to the discussion and conclusions. It was understood that A
whilst the needs for insurance in the fertilizer and other

industrial sectors could be identified by UNIDO, any further !
work that might possibly be required to develop new forms

of insurance cover for developing countries would be carried

out by UNCTAD in cooperstion with UNIDO,

e U s
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T. ORGANIZATION OF THT MEETING

9 The Meeting of BExperts on the Tnsurance of Consequential losses
Incurred hy Wertilizer Plants was convened in Vienna from 18 to 20
September 1978. The Meeting was attended by 12 participants whose
names are given in Annex F.
10, The Mesting was chairedi by the UINIDO Secretariat.
11« Te following agenda was adonted:

1. Review of the UINTDO report on the performance of

fertilizer plants built in developing countries

since 19A8.

2. Definition of the risks to be covered and the

ability of insurance policies availbble at present
to cover those risks, o

3 Consideration of whether the world insurance

market can provide the full guarantee suggested by
the First Working Group on Contracts and Insurance,

4. Recommendations and (bnclusions of the Meeting.
Se Adoption of Report of the Meeting.

12, The Meeting oonsidered the working documents and background
papers listed in Annex G,
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II. CQNCLUSINS AND RECOMMENDATIQNS

13« The Meeting was convened to consider whether insurance could
cover consequential losses arising from the causes identified in 5
paragraph 50 of the Report of the Mirst Working Group on Contracts
and Insurance quoted in paragraph 7 above. '

14e On the basis of their analysis of insurance cover available
in national and international markets at present, the participants
reached the following conclusions?

(a) Insurance cover is already available to cover consequential
losses that arise from a number of the causes listed in
paragraph 50 of the Report of the Working Group. However
the full puarantee sought through this clause is not available
through insurance nor is it an appropriate solution to the
problem facing buyers,

(b) The main causes that cammot be covered for consequential
loss by the insurance policies available at present
described in this report are:

(i) defective material and workmanship which do not result
in material damage,

(ii) defective design which become evident prior to insurers
agreeing to the commencement of fire loss of profits
and machinery breakdown loss of profits insurance
(normally up to 12 months after performance tests are
completed) or which in any event does not result in
material damage.

(c) As regards consequential losses arising from defective
design it would be necessary to distinguish between (i)
a defect in the know-how or basic engineering (ii)
Degligence during the detailed engineering (iii) defects
in the design of different items of equipment, and to
establish whether any responsibility rests on any party
to the contract.

(d) If insurance cover was needed by the contractor to help
him meet part of the liability for consequential losses
described in (c) above, insurance cover could be sought
under professional indemnity cover. The contractor would
be expected to meet part of the liability himself. The
international insurance market for professional indemnity cover
at present has only a restricted capacity to insure this type
of risk and approaches such insurance on a highlvy selective
basise



15.

(e)

(f)

- f -

-

In cases when defective desien results in a plant not
being able to produce at the specified capacity, there
was often no material damage which would have made the
cause insurable, In this connectien, it was noted that
the contractual guarantees included in the draft UNIDO
form of cost reimbursable contract would be discussed at
the Second Consultation Meeting.

If in the absence of the full fuarantee oroposed under
paragraph 50 of the Report of the First VWorking Group
on Contracts and Insurance, contracts provided that
contractors pay renalties limited by amount, it would
be a matter for the insurance industry to consider
vwhether or not in individual cases it would be nossible
for a contractor to insure part of this liability.

The meeting recommended that for the benefit of future
projects, UNIDO should constitute a complete file for cach and
every incident which gives rise to substantial losses of this

type in fertilizer plants in order to obtain a better picture of

the type and frequency of incidents causing consemuential losses,

For this purpose, information should be requested rrom both

purchasers and contractors for fertilizer plants built throughout
the world,
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III., THE COMPEINSATION THAT EXISTING INSURANCE COVERS MIGHT HAVE PROVIDED
FOR CONS INTIAL LOSSES INCURRED BY SOME FERTILIZER PLANTS BUILT
™ 3EVEU%¥ﬁE COUNTRIES BETWERN 1968 M0 1977
16s The Meeting considered a document (Annex A of this Report) entitled
"Evaluation of the Ancwer to the UNIDO Questiomnaire on Consequential _ .

Losses Arising from Poor Performance of Fertilizer Plants built in

Developing Countries between 1968 and 1977". '

17. The UNIDO Secretariat asked the meeting to consider whether the
consequential losses, described in this document in terms of volume of
output lost and caused by what were termed "design defects" and "equipment
defects" or "failures of equipment" could have been covered by forms of
indurance cover currently available provided that the plant owmer

availed himself of such insurance.

18, The meeting considered the availability of insurance to cover the
incidents reported. It was found that details of the cases listed in
Sectiont C and D of the report, are inadequate to enable a full assessment
to be made in each rase. The details provided by many of the answers to
the questionnaires are insufficient to five a definite decision as to

whether the losses incurred could have been covered by insurance policies.

19 In order tn give a more realistic assessment, the meeting suggested

it would be useful to have a very detailed answer to question number 16 of
the questionnaire which asked for "the reason for failure". It is difficult
to reach any conclusion, if the answer given to this question is merely
"design" or "breakdown". To answer the UNIDO Secretariat®s question, a
detailed description of the damage, if any, together with particulars of
the incident and a breakdown of the values arnd costs of the items involved

would be required,

20, The meeting from its study of the answers, concluded that some of the
incidents could have been covered partially or totally by insurance,
provided that the full range of insurance policies currently available in
the national and international markets had been purchased by the parties

concerned,

21. The meeting recommended that for the benefit of future rrojects,UNIDO

should constitute a complete file for each and every incident which gives '
rise to substantial losses of this type in order to obtain a hetter nicture
of the type ind frequency of incidents causing consequential losses, For
this purpose, information should be requected from both purchasers and

contractors for fertilizer plants built thoughcut the world.
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Iv, AYWARENESS TN DEVRLOPTNG COUNTRIES OF ™ AJATIARI! [TY
0% THSURANCx COVER FOR FERTILIZER PLANTS

22, T™e narticinants at the meatin:s fror the lernloning
countries were of the viaw that ovmers o fopti'izer nlanta

in develoning countries were genaralily vmo* in n nosition to

be aware of gome of the covers availashle in the incnrance marker+,
Tt may be rossibla for insurance ~omranie< 1n *hene countrses,
backed by international =eirnsurevrs, +o rake the ownera of
fertilizer plants aware of such covers no that +tho sap moke

their deciaion about the covers to ba hourht,

23, The narticipant {rom one couniry men‘ioned *hat in his
country the owmers of fertilizer plants were awa=c of the norers
availabhle but some of them had taken a le!iberite ant concious
decinsion not to buy availabhle insurance narticuar v congerruential

loss covers, -~onriderin~ the aconomies involved,

24. The covers available to fertilizer plant owner-~ in
develoning courtrien nre considered in the fn!lowing narts of

tis Report.



V. DESCRIPTION OF EXISTING INSURANCE COVERS AVAILABLE AND AREAS

I RAYOT COVER WICHT TOSSIBLY BE BXTHDD

25.  The Meeting agreed that insurance available to cover

material damage and consequential losses incurred by fertilizer
plantjcould be summarised as shown in Table 1, The cover is
available to plants located anywhere in the world. This Table
divides the period of cover into (a) the period up to the
provisioml handover1 of the plant from the contractor to

the purchaser and (b) the period of operation which follows
after handover,

26.  The Meeting noted that some of policies covering
consequential loss which are listed as being available for
the period after handover might not be available immediately
at handover; for example, insurers are at prerent not willing
to offer policies covering consequential losses arising from
machinery breakdown until the plant had shown that it was
operating successfully, say for a period of up to twelve

months after the passing of its performance test.

27«  For the period during which the plant is conmstructed

and the performance tests are conducted, it is normal practice !
for an Erection All Risks policy (EAR Policy) to be taken out

in the joint name of the contractor and the purchaser. Whether

the purchaser or the contractor pays the premium would be

decided by the wording of the contract. The Meeting noted

that in the draft UNIDO cost reimbursable form of model

contract, the purchaser is responsible and that in the

UNIDO lump-sum form of contract the contractor is responsible.

- %
%{ The performance test has been completed and the plant
s

been provisionally accepted by the buyer who is hence-
forth responsible for the plant,
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28, The coverage of an Erection All Risks Policy is

jllustrated by a specimen of an EAR Policy attached as

Ammex B On the French and Spanish version of this paper

the English teit has b-en translated even through a different )
wording might be used to fit the law and market practice

of the country in which the policy is written.

29 The EAR Policy coverage is for material damage. The EAR
Policy does not cover costs related to repair or replacement
of equipment directly affected by faulty design, defective
material, bad workmanship This is the responsibility of the
main contractor,designer,manufacturersar suppliers (henceforth called
the contractor)showever,the policy does cover material damage

to the rest of the plant under construction which might occur
as & result of this defective equipment as well as any fire,
explosion or other damage it may cause. An EAR Policy will
however cover damage resulting from faulty vorkmanship

(faults in erection) at the site. The standard EAR Policy
does not cover the rectifying of faulty design which must

be at the expense of the contractor; however, if an accident
from faulty design results in material damage to other parts
of the plant, this material damage is covered by the EAR
Policy.

30, A material damage caused by the events discussed in
the paragraph above could lead to the completion of the plant
being delayed. In this case there would occur financial
losses in the form of standing charges and loss of anticipated
profits. These consequential losses can be covered if the
EAR Policy is supplemented by an Advance Loss of Profits
Policy (an example of which is attached as Annex C)s This
policy would provide the purchaser with compensation for
oonsequential losses from cavses insured under the EAR Policye.

In line with the EAR Policy, cover would exclude business !
interruption directly produced by faulty design, defective material
and bad workmanshipe Cover includes businers intcrruption csuse”™ hy
other material damage (for which liability is admitted under the EAR
Policy) due to defective material and bad workmanship but excludes the
business interruption caused by other damage due to faulty desigm.
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31, After the plant has passed its performance test and is
provisianally handed over,responeibility for the plant passes from the
oontractor to the purchaser, At this ppint it is in the
interests of the purchaser to take out a new set of insurance
policies in his name covering (a) fire and allied perils

and (b) machinery breakdown (an example is attached as

Annex D), These policies which cover material damage are
available as soon as the plant has passed its performance
test. So long as guarantees given in the contract or by law
relating to the equipment purchased are in force (usually

for a period of twelve months after start-up), damage due

to the equipment still under the guarantee of the manufacturer
is not reimbursable under a Machinery Breakdown Polioy.

32. The extension of these Machinery Breakdown policies

to cover consequential losses arising from mechanical and
electrical breakdown are at present not immediately
available, Usually during a period of twelve months, cover
for consequential loss is not available because it is common
experience during this period that plants all over the world
have many teething problems when also the operating personnel
is not fully trained., However if the insurers are satisfied
at an earlier date, say after six months, that the plant is
operating wall) they may be prepared to offer insurance

oover for loss of profits arising from machinery breakdown
at an earlier date.

13, In this connection, it was pointed out that the
possibility of reducing the usual 12 months observation
period after take-—over, would be enhanced if the following
prerequisites were satisfied.:

{a) Only conventional, time-tested designs are used
(existing plants of this design and their records
are to be indioated to the insurers).

(b) For the plant to be insured, there must be &
favourable record of erection and testing
procedures (all documents, e.g. log books,
instruments readings etc, to be accessible
to insurers),
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(c) Risk minimigation programme, as proposed by an
independent risk managemexit/ consultant has been
drawn up and is enforced.,

(d) The owner must give proof that operation is
entrusted to competent staff, trained in
meeting emergencies,

(e) The owner is strictly adhering to manufacturers’
recommendations for maintenance and overhaul.

(f) Adequate stock and arrangements for prompt
supply of spare parts is secured according to
manufacturers' recommendations,

34. The Meeting stated quite clearly that if, due to faults
in design, it was found either at the time of the performanoe
test or subsequently, that the plant was unable to operate at
the capacity specified in the contract, the financial losses
arising from this could not be insured under existing policies.
However, if the comtract provided that the contractor pays
penalties for these design defects, then it might be possible
at some stage in the future that the contrector could insure
part of his liability to meet such obligations.

1/ Risk management programmes for projects comprise 3

(a) Bnumerating and investigating the hazards which
will poesibly beset the plant, from inception of
the erection works to industrial operation,
stemming both from external causes and from the
erection, testing and operation procedures adopted.

(v) Listing recommendations to the buyer which aim
at minimizing the accident proneness of the
project through safer design and other loss
prevention measures.

(c) Recommend ways and means to handle the residual
riske
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VI.  FSTIMATED COST OF EXTSTING TNSURANGK COVER AVATIABLE
35. The cont of insurance for fertilizer nlahts in course

of erection and during ooeration after the commissioning period
will depend upon a number of factors. ‘e main fartors are the
type of plant, location, nature ani period of the contract and

the contact va'ue.

36, To give rome irdea of the costn invelwvel, an examnle han
been takenofa standard ammonia’urea nlant buill in an arex where
there 13 no unsual desgree of naturnl ha‘ard from earthoake,

hurricane, cyclone, flooding, avalanche, etc.

37, For the example, the followins assumptions were maies
Contract value: N8 200 million
Areakdowm of values Ammonia nlant 198 13y milljinn
lrea plant 3% 67 mil'ion
Capaci ty: 900 tons/Aay Ammonia

1,500 tons/Aay Urea

Periodss 36 months construction
L ) .
' 3 months testing ard gtart up

Insureds: Ixperiencel, =anable and reputable
Gontractors and Sub-Contractore
and Prinecipal,

Gensrals “Natural Gas or Nantha feeistock
for Ammonia processes. HNo
prototype or unusual features,
All evperienced and reputable
supnliers an1 sub-contractors.

To oaloulate loss of profits, an estimated amount of US$ 42
million per annum for standing charges (fixed costs which can

not be reduced when operation stops)and US$S million per annum for

net profit is assumed In the event of a total stonpase due to

an insured ircident, the owner of the plant could receive compensation

for consequential losses up to the maximum ‘sum insured based on the

above estimate of standing charges and estimated net profit.
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38, It is estimated that the cost of providing insurence covers for such a

plant would be approximately as follows:

Insuranoe Cover for

&02' oL m

US § mm
A Duing plant conetusttan!/
Erection All Risks (EAR) .35
Loss of Advanced Profits (LAP) -
due to delay in start-up
. 2/
B During Operation of Plant
Fire and other insured Perils 1.70
Loss of profits due to fire etc. -
Machinery breakdown 0.88
Loss of profits due to
maohinery breakdown -

| For this illustrative example,

Insuranoce Cover for
Con ential gses

For 12 For 24
months months
indemnity indemnity
Us § mm UsS $ om
0,63 0.85
0.45 0.70
0.37 0.51

1/ The premiums quoted under A above cover the construction period of 36

months plus a testing period of 3} months.

2/ A1l premiums quoted under B above are annual premiums.,
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VIL MAJOR GAPS BETWERN _EXISTING INSURANCE COVERS AND BUYER'S REQUIREMENTS

39, The major exclusions in the forms of cover described above are
outlined in the following Table.

40, In defining gaps in the insurance cover available, note should
also be taken of other exclusions listed in the policies since they
In the
cage of these other exclusions,cover is ‘often available under other

set out other areas which are not covered by these policies,

types of insurance,for example,workmass®compensation insurance; such

types of insurance are not considered in this report.

41. It should also be emphasized the* it is a pre-requisite that

before any claim oan be considered there must be an unforseable
accident which ocauses damage or loss to the plant,

MAJOR EXCLUSIONS IN EXISTING INSURANCE COVER

Material Material Consequential |Consequential [Consequential
Damage Damage Losses Losses ' Losses
up tc after before after , after final
Handover Handover Handover Handover Handover
First 12 \
Months ;‘/
1. War, major political
risks and nuclear x x x x x
incidents _
2. Normal wear and
tear including x x x x x
corrosion
3. Defective material
or workmanship g/ x g/ x
JRS I NN SN -
4. Defective design 2/ x 3/

e

Yy

This period could be reduced in the event that insurers are satisfied at any
earlier date (see parae 33 above).

Defective material or workmanship and defective design are excluded from the
Erection All Risks Policys however this policy does cover resultant material

damage arising from that defective design, material or workmanship.

The effect

of this is that a substantial amount of protection jm this field is provided
by existing insurance cover.

The Lose of Advance Profite (LAP) Policy which covers consequential losses prior

to handover of a plant has,currently, a total exclusion of all losses aris

from defective designe(See Exception 2 of the LAP Policy attached as Amnex C),
However insurers may be prepared to extend the cover to include the oonsequences
of defective design (thereby providiry eimilar cover to the EAR Policy) subjeot
to their being totally satisfied thet only time-tested d-oipms and experienced

contractors are invo

lved,
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ViII. PERFORMANCE BONDS

42, Performance bonds are quite widely used throughout

the world for all types of construction and supply contracts.The
purpose of the hand isto guarantee for the purchaser that the contractor
will carry out ani complete the work of constructing the

plant as dotailiel in specifications, drawings, etc. The

bond does not guarentee that the plant once comnleted will
oncrate cuccessfully, achieve the capnacity that was specified,

and conform with othe~ technical specifications.

43, The company issuing a performance bond frequently
deve 'ops a permanent and long standiing relationship with

the contractor. The honding company knows in detail the
commitments ani resources, including financial resources, of
the contractor and will not be willing to issue a bond if it
appears that in the undertaking of a new contract the
contractor might over extend his canabilities and resources.
A requirement by the purchaser that such a bond be granted
is one way of selecting contractors who have demonstrated
their reliable performance in executing such contracts in

the past.

A4, As regards the extent of bonding required, the meeting
noted the conclusion of the First Working Oroup on Contracts and
Insurance namely that:"performance bonds of 8 to 10 per cent and

even up to 1> ner cent are requested and given in present
conditions. Since performance bonds of 25 per cent or more are
used in the United States in construction, engineering and
defence industry contracts, it was suggested that this level
might also be considered for contracts to construct fertilizer
plants in developing countries” When the insurance or surety
oompany issues the bond, it asks for and receives a counter
guarartee from the contractor under which he promises to reimburse

any expense ariging out of the issue of the board.

45, The meeting considered that the performance bond was a
useful means for the purchaser to obtain a guarantee that the

? This applies to bonds provided by insurance companies,
owever, the meeting noted that some bank guarantces may provide
vider guarantees depending on the contracto?s status vith his hank,

2/ Report of the Meeting,ID/WG.269/2 Rev.1,paragraph
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work of constructing the p}m‘t will be completed, but the
performance bond would not do more than this. If the purchaser
required wider guarantees ( for example, regarding the performance
of the plant in terms of capacity, quality of product, raw
materials, etc.), the performance bond would need to be

sgpplemented.
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As  Genernl An~lysis of the Answers Heceived by INIDN

1. %1 rompanies from different developing countries returned an
mswer to the UINIDO muestionnaire on conseouential losses. The answers

rame  fromg 1 rompany in Areentina

1 rompany in Bangladesh

AS]

romnanies in Brazil

company in Ygypt

X0 -

companies in India
company in Tndonesia
company in Kuwait

company in Nipgeria

B G e Y

company in Pakistan
1 company in Republic of Korea
1 company in'Senegal
1 company in Tunisina

1 comvany in Uganda
2. These answers contain 4=ta of 33 producing plants built between

1968 and 1977, as followss

Ammonia - Urea 16 plants
Ammonia 2 plants
SSP, TSP and | NP/NPK 11 plants
Ammonium nitrate 2 rlants
Ammonium sulfate 2 plants

33 plants

3. In the phosphate fertilizer plants, with the exception of one, there
wag practically no design defect; and the various reasons for mechanical
breakdown or failure of ecuipment - apart from four exceptions - are not
gpecified in the papers,

4. The small number of ammonium nitrate and ammonium sul fate plants
gives insufficient basis on whirh to draw general conclusisne.

S The answers on the ammonia - urea plants are suitable for evaluation,
The failures of eruipment or defects in design of the ammonia plants are the

same ns for the ammonia production units of urea plants,




Bvalu-tion of the Answers on tha Ammonia - Urea Plants

6. Desion of the nlont:
Mo Adefacts

Dﬂfgvtn in Aesimn

7, TPailure of eruioments
No f2ilure
Snecified itemn

Wo ayart 459 nrovided

3 rages

[ _cnses

16 cases

6 cnses
3 cnnes

2 crages

16 c~ges

Detniled Analynis of Design Defects in Ammonia - Urea Plants

Type of Defect

Reformine nlant waste heat recovery
aystem below optimum performance
(2 cases)

Detniled engineering of stesm and
instrumentation system

fanarity deficiency of cooling tower,
inert-gas generator

fapacity deficiency of cooling tower,
amponia condenser, pure water unit
Design of primary reformer tubes

Design of secondary reformer

Deaign of condenser unit in urea
plant

Detailed Analysis of Failures of Specific

Produection Loss
Percent of

Uren tonnes Plant cavacity

211,
164,

yearly 70,000
vearly 53,000

259
107,

18t year 51,500
2nd year 35,000

no loss of
production reported

yearly 51,000
21,000 tonnes of
ammonia

no loss of
production reported

£,000

ltems of Eruipment

Type of Defect Case

Waste heat boiler 1
Differant parts of primary

reformer and waste heat
recovery system (3 cases)

Produrtion loss

39,200 MT Urea

200,000 MT Urea
15,000 MT Urea
No exact data
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A

10,

11,

12.
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Tyne nf Defect

Synthesis egas comnreasor
(2 cases)

Air compressor (? cases)

Three main comnregsors
Feed gas boozter comnpeasor
Turbines

(‘,O2 system snlutinn pumps

CO, system instrumentation
(tWo cnses)

Refrigeration unit

Defects of varisus ecuioment
in ammonia plant (2 cages)

Corrosion of variru~ amiipment

in ammonia plant (3 cages)

0, compressors (5 casas)

Carbamate \nd ammoniz pumns
(2 cases)

Corrosion of various emuipment
in uren plant (3 cases)

Defects in various equipment
in urea olant (2 rages)

(‘age

EORWY B Y

—

and -

and 3

Praduertinn  Uinss
Ty N0 LT Tpan,
"3, 600 MT Urea
Tyoaxic, Lo kn

RN KT \mmonin

Ty LT Uren
17, 350 NT Urpen

315,000 LT Ammoni~
1H5 WD Upen,
5y LT Uren
Mo avart dnt-

27,53 NT Urea
23,77 WT Upea

Ty Avant date

54,330 T Uren
21,200 kT \mmoni»

26,510 NT Hpra
14,200 MT Uren
Vo avact At~

10,000 NT Uren
39,100 KT Upan
31,700 MT 'Iren
9 ewvact datn

1,000 NT Upren
Vo evart dat-

18,420 M Tena
My nvart (1atn,

6,000 IiT rea
N0 MT Uren

ANEX A
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ANNEX A

%, Analysis of performance of ammonia - urea plants according to

year in which the plant was built.

Case Nate nlant Normal capacity Loss of nroduction Period covered
comnleted of olant MT of Urea years
MT Urea/Y Design Equipment
defects defects
1 1967 132,000 Nil Nil 4/68-171
2 1968 180.000 Nil Nil 4(69-72)
3 1968 53. 500 21,0000 35.000" 4(68-71)
4 1970 90.000 4.000 5. 000 4(70-174) ;
61.000* i
5 1970 34C.000 197.00C ' no exact 4(70-74) E
data !
6 1971 345.000 Nil . Nil 4 !
7 1971 330.000 212.000  200.000 4(74-17) ?
|
8 1971 330.000 280. 000 no exact 4(74-18) |
data ;
| 9 1971 292,000 Nil Nil 4(72-15)
10 1972 376.000 Nil Wil 4
1 1974 380. 000 . Nl 56.000 2(75-16)
r12 1974 396.000 - Nil 40.000 3
{ 13 1975 : 340.00C | 86.500 . 124.500 2(76-11)
Y 1975 , 134.000 i Nil | Ni) 2(76-11)
i 15 1977 , 570. 000 L Nil ; 151,000 1(17-18)
16 1977 ﬁ 570.000 L Nil [ 24.200 90 days

* MT of Ammonia
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Evaluation of the Answers on Phosphate and Compound

Fertilizer Plants.

1.

18,

19.

20,

21.

Design of the plant:

No deflects 9 cases
Nefects in design 2 _cases
11 camesn

Failure of equipment:

No failure 6 cases
Specified items 9 cases
11 cases

Nefects in design:

-~ Equipment was of poor qualiiy and without adequate
lining.

- Improper design of instrumentation.

Prilure of ecuinment in anecified coansg

- Deferta nf vyoriou~ srmiinment, such ~= di-~tillers,
drvine furmaces, aecit~tors, numns, air blowers

- Carrorion of vyarioue ermainment urh "e tuhaq,

Analysia of nerformince of nhognhrote nlonte arccordine tn

the year in which the plant was built,
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Nann Date Plont Produre Yomin~l Canicity Loss of Produrtion Period
T omnleted MTAY in MT Covered
Desipgn Smuioment Years

Defrot D.foot

1, 1967 NP 20/20 300,000 - Nil Nil A
or 28/29 420,000
2, 1763 DAP, NAP 90,000 . - Nil Nil A
120,000
1, 1369 TSP 32,000 64,000 Yo exact 2
data
", 1970 T3P 120,000 Nil No exact A
data
Se 1970 NP 28/28 160,000 Nil Nil A
6, 1171 WPk 17/17/17 200,000 Nil Nil A
Te 1972 Py0; 110,000 Nil 11,000 4
3, 1974 WP ATPK 360,000 - Nil N1 3
540,000
e 1775 98P 100,500 Nil 16,000 2
1, 1975 T3P 150,000 Nl 5,000 2
", 1976 NPK AR5 ,000 No exact Kil g
data

< ——————
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1. Anawers tn the murstiong of the T™MIDO Serpntarist

??.  Is it possible for insurers to identifv eclearly vhat ig a "desim
defact" ~nd what constitutes "emuinment break-dowm"? Tt should be nossible,
provided that ademirte evpertise is used. In some rages the hre~k-down of
olant mny be due to both ~ "desien defect" and "ecquioment breok-down', Since
in theae cnses it i3 difficeult for the technieal evoert to determine which
of these two types is the more imnortant, it would be aporonria;te for
insurance to cover both tvoes of defart,

2}, What i a definition of "desion defact"? Those deferts which ean be
ronsidered as 'desim defects" ~re thone which ~rise from inndemuste data.
determined, or cnlculated by the denien ensineerins group againat the purchasers
contract recuirements, The most common deferts in design nre mistakes in
cnlrul~tion of material and enersy b~lances, imoerfect specification of machines

and eruipment, mistakes in detailed engineering work,
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EXAMPLE OF AN ERECTION ALL RISKS (EAR) POLICY

Erection All Rizks Policy

Whereas the INSUred nsmed in the Schedute horeta has mlldo 10 the

{herelnaiter cetled “the Insurcrs®) s written proposal by compicting 8 Questionnzita vwhith 1050ther w.ihy
any othor statemcnts made in writing by the insured for the purpose of thig Policy iz doemed to Go
Incorporated horein,

Now this Policy of Insurance witnesseth st subisct 1o e inzu-ed aing
paid to tho Insurors the premum mentored in the Schodule and subject to tho terms, CxXCiuns, pruv
sions and conditions ccniained hercn or encorsed hergon tho Insurers wilt ndemnfy tie Inqured
the menner end 1o the extent herenaitar provided

Q@Ganeral Exclusions

The Insurers will not indemnily tho Insured in 7aspect of inas, damage or licbility directly or induactly

_caused by or erising out of or aggrave'cd by

8) wer, invasion, act o! loreign enemy, hostititca (whether war be dectared or notj, cvil war, rerelhinn,
revolution, nauriccton, mutiny, not, strke, lock-Out, Civil commotion, Anl 13y or usurpzd power 3
@roup of mslicious persons Of persons acting on behalf of or in connechion wih any EOI Gt OIGAI-
sation, conspiracy, conlscation, commandesarng. requisition or cestruction of tamage by ardar of
any government de e ur de faclo of by any pubhc authonty;

B) nuclesr reaction, nuclear rachation or rsdioactiva contamington;

&) willul ect or wiltu! negligence of the Insured oOr of hia reprosentatives,

@) cessalion of work whether total or partial,

In eny action, suit or other proceeding whero the Insurers allage that by reeaon Of the pruvia'ons of Ex-
cluslon @) ebove eny lcss, destruction, damage of ligbility 8 NOt cavared by thig inguran.u ‘he hordun
of proving thet such foss, déstruction, damage or liability is covured shall to upon tae insured.

Period of Cover

The fiabllity of the Insurers shall or ithstending any date to the contrary tpecif-ed in the
Schedule, directly upon commencement of work or ofter the unloading of the ilems entered in the
Scheduie o the site snd shall continue unt.i immed:s ly sfter taking over or ftor the first (st overs-
Non o¢ tes! loeding 18 compicted whateisr 15 the earligr, but 3t bayond faLr weess turiess otherwise
sgroed in wnting) from the date of commencement of the icst. If. howevcr, ¢ part of & plant or one of
several machine(s) s a°¢ tested andor put Into opcration or luagn over the cover fer *nat parhic
port of the plent or machinc(s) and any liabidity resulting therefrom cesses wheoicas U0 cover fon-
Ynves for the remaining parts.

n the case of second-hand items, the insurence hereunder shall, however, ceese immad.dtey on the
sommencement of the lest.

At the latest the insurance shell expire on the da'e specified in the Schadule. Any extcniions of \he
Poriod of Insurance 670 subject 10 the pnor written consent of the Insurers

S
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L)

General Conditions

1. The due observance and fuliiment ol the tcrme
of this Policy 1n a0 far as they relate lo anything
1o bo dona or complied with by the Insurcd and
the truth ol the statements and answers in the
questionnaire and prapasal mado by lhe Insurcd
ehell bo & condiion presedent 1o any latnlity o)
the Insurors .

The Schedule and the Scction{s) shall be deemed
to be wncorporated n and form parl ol this Po-
licy and the espress-on “this Policy wherever
used in this contract shall be read as including
the Schedulc and the Section(s) Any word or
expression 10 which a spucitic meaming has
boor, attached i any part of this Policy or of

the Schedute or cl the Sectonis}) shail bear

such meaning wtlicrever f may appear

The Insured shatt al his own cxpense take alt

reasonable precautions anc comply with  all

reasonable recornmendat.ons of the Insurers 1o

prevent loss, damage or lLabidily and comply

with siatutory requiements and manulaclurera

recommandations

8} Rapresentatives ol the tnsurers thall at any
reasonable time have the rngnt to inspecl
end axamine the risk and the insured thatl
provida the representatives of the Insurers
with all detats and intarmation necessary lor
the esscasment of the risk

b) Tha Insured sha!ll mmediatcly nolfy the In-
surers by tetegram and in writing ot any ma-
teriol change in the nsk and rause at hig
own cxpense such acciional precavlions o
be teken aa circumstances may requite, and
the scope of cover and or premium shail, f
naccssary, be adjusicd accordingly

No matenel etterat.on shall be made or adimtted

by tha Insured whcroby the risk 8 increased,

unless tha conlintance of the insurance be

confirmed 'n wriing by thu Insurers

tn the event of any occurrence which mght g-ve

fis# 10 & claim under this Policy, the Insured

shall

@) immediatety notfy the Insurets by teicphone
o/ tolegram as wcil as 1n wnting. gving an
indication as 10 the nature and exient of toss
o demage.

b) take all sieps within hia power to minimize
tha extant of the loss or damage,

¢) preserve the paris a'fected and moke them
eveilabla for inspect.on by a representative
or surveyor of tho Insurers,

@) furnish afl auch information and documentary
evidenca as the tnsurers may require

8) intorm the police authonties n case of loss
of damage duc 1o thet or durglary.

The Insurars ehatl not in any case be liable for

loss, damaga or 1abiliy of which no notce has

been received by 1ha tnsurers within 14 days of

lte occurrenca

Upon noliticaticn being givan 1o the Insurers

under thig condiion, the Insured may carry out

-

™~

the rapairs or replacemeni ol any minor damage;
n 8l olher cases a representative of the finsu-
rers shatl have the opportunity ot inspecting the
losa or damago betore any repars or aliera-
tons are cllected |l & representatives ot the In-
aurers does nol carry oul the incpecthon within
a period ol tme which cowld be considered as
adequale under the circumstinces the Insured
1a entitled lu procecd with ftic repairs or repiace-
mant '

The hability of the tnsurers undcr this Policy in
respect ol any stem suslaming damage shall
coase il sad item 13 nol repared properly
without delay

The tnsured’shall at the expense ol the Insu-
rera do and concur in doing and permd to be
done all such acls and things as may be neces-
8ary or required by the Insurers in the ncrest
of any rghts or remedies, or ot obtaining renef
or indemnily lrom partics (other than those in-
sured under this Policy) to wluch the Insuters
ahsit be or would becorne ent:tied of subrogated
upon ther payihg for er making good-any loss
of damage under tins Policy, whciher such acls

and things shall bo or bccome nccessary or .

required belfore or alier tho insurec’'s indemnif:-
cation by the Insurars

It any dillerence shalt anse as 1o the amount
10 be paid undor tn.s Policy (liabiity being other-
wise adm.ited) such cifference shail be referred
to the decison of an Arb.trator tn be apponted
N wniting by the parties :n diflerence or if thay
cannol agree upon a single Arbitrator to ihe
decision of lwo Arbitrators, one to be eppointed
n writing by each ol the part-es, within one
calender month afior having been required In
wniling 80 to do by either of the parues or, in
case tho Arbitrators do not agree. ol an Umpire
1o be apponted in wriing by tre Arhilrators
before entering upon the reterence The Umpire
shatl sit wilh the Arbitrators and preside at their
meetings The making ol an awa'd shall bo a
condition precedent (o any right of actiun agansi
the trsurers

ff & ctaim is in any respeci traudulent, or il any
falae dcecfaration 13 made or used in supporn
thereol, or il any lraudulenl meons or devices
are used by the Insured or anyone acting on
hia behall to obta:n any beneiit under this Po-
licy, or +f & claim 13 mado and re,acled and no
action or suit 1y commenced within three mcnths
after such reiection or, in case of artitraton
laking place as provided herein, within three
months afler tha Arbitiator or Arbitralors or
umpire have made thair awarc, a'l benelit under
this Policy shall be foricited

ft al the tme any claim arises under the Policy
there be any othar insurance covering the same
loss, damaga or uabhity the Insurers shall not
be hadle o pay of contribule more than ther
fateable proportion ot any claim for such toas,
damaga or liabihity

b e e———
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Section | - Material Damage Policy No.

The Insurars hercby agras with the Insured that if et any time during the pertod of cover the items or
any part thereo! cnicrcd in tho Schoduie shail sulfer eny unforcscen and sudden physical foss or damage
oM any csusc, other then those specificsily excluded, in 8 manncr r isting renair of rept i,
e Insurers wilt indcmmify the Insured in respect of such foss or damago 88 hereinafter provided by
payment in cesh, 1oplacement Of r8pay {at their own option) up 10 an amount not cxceeding in respect
of aach of the itoms specitied in the S-hedulc ths sum sct opposite horeto ond not excocding 1n sny
one event the limit of indemmty where applicable end not excecding in sl the tolal sum expressed in
e Schadule e insurod hereby.

The Insurera wilt siso reimburse, the Insured for the coat of clesrence of dabris tollowing upon any
ovent giving rise to @ cleim undor this Policy provided e scparete sum therefore has been ontered in
the Schedule. "

Special Exclusions to Section |

The insurers shafl not, howsver, be fiabls for

8) the deduciible stated in the Schedule 10 be borne by the Insured in any one occurrence;

») conssquentist foss of sny kind or description wheisosver including peneities, losscs duc to delay,
tack of performance, loss of contract;

o) loss or demsge due 10 fsully dosign, defective meterisl o cesting, tad workmanship other than {suits
n srection; - -

@ weer end Wear, corrosion, oxidstion, incruststion;

@) loss of or demage 1o hiss, drewings, sccounts, bills, currency, stemps, deeds, evidences of debt, notes,
securilies, choques, pecking msienels such s cases, boxes, crotes;

 loes discovered only et the ime of Laking an inveniory.

Provisions Applying to Section |

Memo 1-Sums Insured: n s e requrement of this inaursnce thst the aums insursd a‘eted in the
Schedula (under itcms | and 2) shalt not bo less than tho fult vetuo of sech iem at the comoletion of the
erection, inclusive of freght, cusioms duties, duss, erection cost, and t\he (nsured undoriekes 10 inCrease

or decreass the emounts of insuranca in the event of eny matcriel fluciuetion in the levet of wages

o prices

provided e'ways that such inc or decraess shall 1ke eftect only elisr the same hcs been recorded
on the Palicy by the fnaurers.

&, In the event of loss or damage, it ia feund fhet the sums insured ere 1ass than the emaounts required 10 be
ineured, then the amount recoversble by the insursd under this Policy shalt be reduced n such prope: -
ton a8 the sums insured beer 10 the smounts required 1o bo insured. Every object snd cost tem s
subject 1o this condition separately.




Memo 2 - Dasis of Loss Settiement: in ihe sveni of sny loss or damage the basis of any setlle-
ment under thig Policy ahahi be

8) in e case of damage which can bo ropared  the cost of repara necessary 1o restore the items
W thew condition immediately defore the cccurrence of the damage tess salvage, or

B) » the casc of a total loas - ihe aciuat value of the items immedietely belore the occurrence of the
foss ioss salvage,

Mowever, only to the exlenl the corts cltaimed had to be barne by the Insured and to the extent they are
included 1n tho sums insured and Providuc always that the provisiona and conditions heve been Com-

phed with.

The insurers will mako payments only aiter being satistied by product.on of the neccasary b!ls and dccu-
menis thet the repars have been eflected or replacement has taken place, as the case may be Al
samage whnch can be repared ahall e repaired. but il the cost of repaing any damsge equals or
osceeds the value of Ihe items immcediatcly belore the occurrence of the damage, the ssitlement shall
be made on the basis provided lor in b) above

The cost of any pravisional repairs will be borne by the Insurers it auch repairs conatilute pert of the
Mnal repas and do r increase (he total repair expenses.

The cost of eny alterationa, addilions and or improvements shall not be recoverable under this Policy.

Memo 3 - Extension of Cover: Extra cherges for overtime. nightwork, wark on public holideys,
Oxpress freight are covered by Ih:s insurance onty if previously and specially agreed upon in woiting.

Memo 4 - Surrounding Property: Lnss of or damage lo property located on or adiacent to the
site and belonging lo or heid in care, custody of cantrol of ihe Principal(s) or the Cuntractors) shalt only
be covered it occuring in direct connechon with the erectiof. consiruchon of festing of Ihe lema ingurod
wnder Section 1 end happening during the Period of Cover, and provided that @ separate sum therelor
N8 been entered in the Schedule under Section |, item 4. This cover does not apply to congtruction/
Srection maclunery and construchon/erection plant ar d squipment.
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NOVEX 3

Section Il - Third Party Liability  Policy No.

The Insurers witl indemnily the Insured up 10 but nol exceeding the smounts specified n the Schedute
against such sums which the insurcd shall become legally liable fo pay as damages consequent upon
8} accidentet bodidy injury to or iiness of thid parties (whether tats} or not)

®) accidentet loss of or damage 1o properly belonging 1o third parties

eccurnng in direct connection witl the erection, consiruclion or tesing of tho items insured under Sec-

tion | and happen.ng on or in the immediate vicinily of the site dunng the Period of Cover.

n respect of & ciaimn for compensat-on to which the indemmily provided h—crem spphies, tho tnsurers witt
In addition indemnity the Insured aganst

8) 8Hl cosls and expenses ol iigaton recovered by any claimant from the tnsured. snd

b) 8l costs end expenses incurred vith the writen consent of the Insurers,

provided atweys that the labiity of the Insurere under this sechon shalt not excoed the himits of indem-
nily afeted «n the Schedule

Speclal Excluslons lo Section Il

The Insurers wilt not indemnify the Insured In reepect of

1. the deductible stated in the Schedule to be borne by the Insured in any one occuirence,

2 expenditure incurred in doing of redoing or making good Of repainng or replacing snything cov-
ered o1 coverabte under Seciion t of this Policy:

3. sty consequent upon

8} bodity injury to or iliness ol employees or workmen of the Contractor(e) or the Principalls} or eny
other firm connected with the project which or part of which 18 insurcd under Section I, or mem-
bers of thew familes,

b} lose of or damage 1o properly balonging 10 or held in care, custody of conirol of the Contractor(s,
the Principal(s) or any other .rm conmected with the project which or part ot which 1s insured under
Bection |, or en employce or woraman of one of the aforesaid;

€) eny eccident ceused Ly vehicles icensed for geners! road uss of by waltcrborne vessels or eucreft.

@) any sgreement by the insured 10 psy any sum by wsy of incemnity or otherwise untess such hat:-
ity would heve silached siso in the adbecnce of such egrsement.

Special Conditlons Applying to Section II

1. No sdmission, offer. promise, paymeni of indemnily shait be msde or given by or on behsit of the
insured without the written consent of the 1 surers who shalt be enlitled, 1f they so desre, 10 take over
and conduct n the name of the Insured the detence or setliement of eny cla.m or o prusecute for
their own bene't in tiie name of the Insured eny cisim for indemnity Or Oamajes Of ollierwise and
shalt have fuli discrelion in the conduct of any proceecings of in the seltlement of any clam snd
the Insured sheit give all such .nformstion and sssisiance ss the Insurers may require

2. The insurers mey 30 Isr as sny accident is concerned pey 10 the Insured tha imit of indemnily for
any one sccident (but deducting there!rcm :n such CSse eny sum Or eums aircady pad as compens
ootion in respect thersoll or any lesicr sum for which the clsim or cla.ms ansing from such accident
¢an be setticd snd the Insurers shsit therealter be under no lurther hiabihity in respect of such ecci-
dont under thie seclion.
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Cover of Manudacturer's Rigk

It Is agreed and undrrstaord that otheryiise sulyect 10 the teims, ex-
clusions, provisions and conditions containert in the Palicy o endors.
od thereon and subjuct to the Insured having pard the anrend extra
premium, lit. ¢ under “Special Exclusions to Section 1 shatl be re
placed by the folluwing wording:

“¢. sl costs related 10 repair and/or replacement of parts and’or items
directty affected by faulty design, defective material or costing, bad
workmanship other than faults in erection, which the Insursd would
have incurred for rectifying the oniginal fauit hud such fault been dis-
eovered before the luss occurred;””

This Endorsement docs, however, not apply to parts and iters of
givil engineering scctions.

Extra Premium
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Guerantes Cover

1t is agreed and understuod that otherwis: subject to the terms, ex-
elusions, provisions and conditions contained in the Policy or endors-
od thereon and subject 1o the tnsured having paid the agreed extra
premium, this insurance shall be extended for the quaranten period
specified hereunder 10 cover solely loss of or damage to the insured
Hems resulting from faults in erection, faulty design, defective
materiaf or casting, and/or bad workmanchip, but excluding the costs
the Insured would have incurred for rectifying the original fauit had
such fauft been discovered before the loss occurred.

This extension shall not cover any loss or damage arising directly or
Indirectty from or in conncction with fire, explosion and/or any Acts
of God nor shatl it cover any third party liability.

Guarantee cover from to

Doductible: 20 % of the loss amount,

minimum any 0N OCCUrrencs.

Extre anM !

L .



"B ANEX ¢

EXAMPLE OF AN BAR LOSS OF ADVANCED PROFITS (LAP) POLICY

MACHINERY CONSEQUENTIAL LOSS (INTERRUPTION) INSURANCE

WHEREAS the Insurod by a proposal and declaration which shall be tho basis of this
contract and is decmod to be incorporated herein has applied to the Insurers for the
Indemnity hercinafter ekpressed and has paid or sgreed to pay the First Premium as

conslderation for such Indemnity

The Insurcrs agreo that subject to the torms exceptions limits and conditions contalned
hereln or endorsed hereon if during any Porilod of Insurance the Business carried on by the
lns.umd at the Premises be interrupted or interfored with and or property is damaged in
consequence of an Accident then the Insurers will in respect of eachitem in the Specification
indemnily the Insured against the amount of loss resulting from such Interruption or

Intorforence or damage

PROVIDED that the liability of the Insurers shall In no case exceed In respect of each Item
the sum expressed in the Specification to be insurod thereon or In the wholo the Total Sum
Insured hereby or such other sum o_r' sums as may herealter be substituted therefor by

memorandum signed by or on behalf of the Insurors
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MACINNERY CONGEQUENTIAL LOSS (INTCRRUPTION) INSURANCE

Brench:
Agency:

Policy No.

THE SCHEDULE

The Insurers:
.
\_ (4

Yhe Insured:

Name
Address

Pariod oi Insuranco:
(#) Frem the—

10 tho—

shall agree to arcept a renewal premium

(b) Any subscquent period frr which the Insured shali pay and the Insurers

Roncewal date

both dates
Inclusive C#

First P1cmium

Rencwal Fremium

Indemnity Period Limit

Excess Period

Tho Busincess:
The Premiscs:

Situation:

The Machinery is insured by this F'olicy only whilst within the ficvises at the following situation :

Doscription of Machinery

N

PATED in tho .. ..

Examined L o

NN . 2 .| JEAIRUNEISREUI | | SR
For




Specification referced to in Policy No.

In the na

g s T S

Htem No. ' . c Sum Inauted
§. GROSS PROFIT wes cee ees oo soe see .o .es “e

%
3.

TOTAL SUM INSURED [4

THE INSURANCL UNDER ITEM NO. 1 is I'mited to loss of Gioss Piofit die to Reduction in Turnover and Increase
i Cost of Warking and the ainount payable as indennity thereunder shall be:—

(@) IN RESPECT OF REDUCTION IN TURNOVER: the sum pioduccd by applying the Rate of Gioss Profit to
the amount by which the Tuinover duting the Indemnity Penod shall, in consequence of the Accident,
fall shoit of the Standaid Tutnover,

(b) IN RESPECT OF INCREASE IN COST OF WORKING: the additional expenditure necessatily and 1easnn-

© ably mcuired for the solc puipose of avaiding or dimmisking the reduction in Tumover vinch hut lot

that expenditure would bave taken place danng the Indemmity Penod i conscquence of the Accident,

but not cxcecding the smm procduced by applying the Rate of Gross 1h10fil to the amount of the seduction
thetedy avoided, ‘

less any siun saved during the Indemnity Petiod in 1espect of such of the chaigesand expenses of the Business
insured uader this ftem as may ceasc o1 be reduced iu consequence of the Accident,
provided that if the Sum Insmed by this liem be less thar the sum poduced by applying the Rate of Gioss
Phrofit to the Annual Turnover, the amount payable shall be propoitionately reduced.

DEFINITIONS

OROSS PROFIT.-The anount by which the sum of the valuc of the Tutnoverand the valuc of the Closing Stock shali
exceed the sum of the value of Opening Stock and the amount of the Specificd Working Vxpenses.
The vaices of the Opening and Closing Stocks shall be artived at in accordance with the Insuted's nomial
sccountancy methods, due provision being made for depireciation,

SPECIFICD WORKING XPENSES {which are not insured by this Policy)
3. 100% of Puichases (less discounts received).
2. 100% of Camage, Packing and Freight,

The words and expicssions used in this Definition shall have the meaning usually attached to them in the
books and acconnts of (he Insused.

TURNOVER. ~The Money paid o1 payable to the Insured for goods sold and delivered and for services rendered in
course of the Business at the Premises.

INDEMNITY PLRIOD.-The period not exceeding the Indemnity Period Limit stated in the Schedule commencing with
the occunence of the Accident duting which the tesults of the Business ate affecied n consequence of the

Accident, providing always that the Insurers shall not be liable for the amount of the loss anising during the
Eacess Peiiod.

RATE OF GROSS PROFIT —The 1ate of Gross I’lo(i(’ to which such adjustments shall be madc as may be
estned on the Tuinover dunng the financial year necessary lo provide for the trend of the Business and
immediately before 1he date of the Accident for vaiations in o1 special circumstances affecting the

ANNUAL TURNOVER.-The Tuinover duning the twelve Business either befoie or afler the Accident o1 whieh
months ininedistely before the date of the Accident would have affccted the Busimess had the Accident not

BTANDARD TURNOVER. -The Tuinover dunng that occurred so that the ligies thus adjusied shailrepicsent

period n the 1nelve months inumcdiately before as nearly as may be teasonably pracuicable the resulis
the date of the Accident which corresponds with | which but for the Accidént would have been oblaned
the Indenuuty Penvod J duting the iclative penod after the Acadent,

“WBMO. I.-Hf duiing the Indemnity Pcriod goods shall be sold or services shall be rendered elsewherc than at the
Piemiscs o0 the benelit of the Business cithier by the Insuied or by othiers on lus behalf the money paid of

payable in wcspect of such sales or services shall be biought into account m aniving at the Twinover durmg
the Indainunity Period.
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DEFINITION

Ot e —saapeera——

MCIDEHT: - Physical lons of or damige to the Machinery described in the
bchedule from any cause covered under Policy No. issued by the
Insurcrs liability under which Policy shall be a condition preccedent
to liability under this Policy except for the application of the excess

EXCEPTIONS

This Policy does not cover locs resulting from interruption or interfecrence
dircctly or indircctly due to any of the following causes:=

%« Elccirical or mechanical breakdown or explosion of any machincry which occurs
later than from the commencement of testing

2+ Defcoctive design

3. Vasting wearing away or wearing out rust gradual deterioration scratching of
yainted or polished surfaces derangement defective material or workmanship.
This exception shall be limited to the machine structure or work imnediately
affectcd und shall not apply to intcrruption or intcrference as a result of
donuge duc to an Accident arising out of such wear derangerent or defect

&, loss or destruction of or damage to any property whatsoever or any loss or
expense whatsoever resulting or arising therefrom or any conscquential loss
-dircctly or indircstily caused by or contributed to by or arising fromr ionising
raciations or contarmination by radioactivity from ary nuclear fucl or from
any ~uclear waste from the combus}:ion of nuclcar fuel

S. . Var, Invosion, Act of Foreign Fnery, Mostilities (whether war be declarad or
not), Cival Yar, Rebellion, Fevolution, Insurrection, Military or Usurped
Power, Contiscation or Deztruction or Reauisition by order of the Government
or any Public Authority, iiot, Strike, Lozk-cut, Tivil Comrotion or persons
taking part in Labour Disturbances or malicious pervsons acting on behalf of or
in connection with any Political Crganisation

DEFINITIONS

INDEMHITY PiRIOD: -  The period beginning with the date upon which but for the
Accident the Busincss would have commenced at the Premises and ending not later

than thercafter, curing vaich the rcsults of the Businces shall be
affected in consequence of the Accident but the Corpany snall not be Jiable for
the amount of the loss arising during the first days immediatcly

following the date which but for the Accident the Business would have comrcrced
at the Premises

NOTE: Vherc the Business is a New Venture the definitions of Rate of Gross Profit,
Annual Turnover and Standard Turnover shall be arended as follows:i-

RATE OF G055 FROFIT: The rate of Cross ) based upon the estimated 'product:lon

Profit which but for the Accident ) of the Business, and costo ard
would have been carned on the

Turnover during the Indernity Period
ANNUAL, TURIOVIR: The proportional

equivalent for a yveriod of twelve

wonths of the Standard Turnover

STARDARD TUNNOVER: The Turnover which
but for the Accident would have
reculted during the Indemnity Feriod

trend of the Business and for

or after the Accident, or which

the figures thus adjusted shall
represent as nearly as mny De

N Wl W W sl et Sl S S Nt S Sl NV St

which but fer *he Accicent would
hove becn obrained

prices relating thereto, to which
such ad justments shall be made as
may be necessary to provide for the

would have affected the Pusiness had
the Accident not occurred, - o that

reasonebly practicetlie .he reosults

variations in or special circurstances
affecting the Buainess, eitner before



CONDITIONS

1. This Policy Schcdule end Epecificetion shalt be read teqgether as one cantract end any word or expression to which .
;pocmc mearing hes bien attached i any part of th:s Folicy Schedule and Specihcation shell bear such specific meaning whercver
may appear, . '

2. On the happening of any cvent giving rise or fikely 10 give rise to a claim under this Policy coming to the knowledgs
of the insured the Insuied shall:

{#) give immeciate natica thercof to the Insurcrs by telephone or telegram end send written confimation thereof within
forty-cight hours ol the cvent 10 the Insurers,

(#) do and cuncur in doing and permit to bie dare ell things which may be reasonably practicable to minimise or eheck
80y interrupnhon of or interference with the Cusincss or 1o evoid or diminish the loss.

(¢) discontinue the use ol any damaged Machinery unless the Insurers euthorise otherwise {tha tnsuiers shall not he tiable in
tespect of any further intrrruption or witcrlerence ansing out of the conunucd use of any aamaned Machmery without
the priot suthonty ol the Insu‘-ru unti: such Machinery shait have been repaired 10 the sausfaction of the insu'ers),

() o0 (a1 as may be rcasonably pracnceble without causing any increase in the period of interruption or interlerence 1ake
Proceulions to preserve any tiungs which micht prove nccessaiy of uscful by way of evidence in conncction with eny
cletin,

In the event of a claim being made under this Policy not later than thirty days elier the expiry of the indemnity Peiiod or
within such further tme as the tneurers may In withng allow at his own expense deliver to the 1nsurers in whiing e
etetement setting torth porticutars of his claun togeiher with detads of ail otlier insurances covenng 1he Accident or any
port of it o7 consequential ioss of any kind resulting therefrom and at his own rxpense alco preduce aad furnish to the
Insurers su-ti hiooks of account and othur business boaks such as mvorces biatance sheels and otf.er documents proofs
Inlormation explanation and othcer cvidence as may reasonably be reginred by the Inturersy [ar the purpae» ol investigating
o verilying the claim together with ol required e statutory declaration of the tiuth of the clair and of any mattars
connected therewns.

st the expense ol the Insurers do or permit to be done all tuch acts and things es may be necessary of reasonably required
by the fnsurers fo. the purpose of enlorcing any his of remed.cs or QUtatng renet or indemaity lromn cther pertics
o which the Insurcrs shall be of would become entitied of subregated upon ther paying for or Makiry gocd 4ny ioss
wnder this Policy whether such acts end things shali ba or become necessery or required betore or aftee his indemns-
¢ation by the Insurers,

No cleim under this Policy shall be payable unless the terms of this conditon heve been complied with and in the event of
non-complience therewith any paynient on account already made shall be repaid to the insurers forthwith,

3. I any ciein he in any respect fraudutent or if eny fraudulont means o devices bo used by the lnsured or anyonc ecling
on his behaif 1o obtain any benrtit under this Policy or f eny Accident be occesioned with the connivence of tho Insured ell
beneht under tius Policy shett be forlencd.

4. In the event of en Accident to any insured Mechinery likely 1o give tise 10 & ¢leim heieunder the Insurers shel! heve the
tight 10 Lake over end control ait newessary 1epans.

6. Onthe heppening of eny eventin respect of whieh a claim is or may be made under this Policy the Insurers and #very per;on
suthorised by the Lasurers may wthout therrhy Incuring any liabisly and w inout diminisinng the right of the Insurers 1o rety upon
8ay condition of this Pelicy enter any buitding vohere the loss has Rappened «nd may 1ake possussion of of require to be delivered
to them any of the Machinery and may keed possession of end 4aai with such Ni2chinery 'or 3.4 reasonatie purccses ernd 10 eny
reesoneble manner. This condhian chat be evidence of the leave and hicence of the irsured 10 the Insurers 0 13 do. If the insured
87 8ayonc ecting on his behait shaill nct comply with the reguirements of the Insurers o shall “.nder or obstruct the Insurers duning
sny of the ebove menuoned acts then all benelt undar this Policy shall be loriened.

6. M ot the time of any Accident resulung in ¢ loss covered by this Policy there be eny other insurence effocted by the
Insured or by eny otlier person on behail ol the Insured covering such loss the Insurers sha.t rot be liable to pay moie than thewr
ssteeblc proportion of the who'e of such loss. if such other insurance 13 subrect 10 eny conJ:hon of advantage to the Insurer this
Policy shell be sybject 10 such condion of edvantage in like manner. The Insurers shail not be liable 10 pay for or cont:ibute
10 #ny loss which 1s or would but lor Ine existence ol this Pulicy be insured by eny Consequential Loss Pohiey covenng Merine
tisks or Fire end/or explosion nisks.

7. The Insurers’ officials or representatives shall have the right et ell reasoneble times tn inspect end exemine the Mechinery.
Dismantling end reassemb'ing in connection with any examinations shall be caimed out by the insured on such date or detes es
the Insurers end the Insured shell mutualty egree lor the meking ol such examinetipng.

8. The Insured shalt take precautions to keep the Machinery in good woiking arder 1o enforce the obser.ence by oit persons
ol sl proper sefeguards 2. 1nst damage to the Machinery end ensure that statutory or other regulations relenng 10 the operation end
inspection of the Mechinery ere obeyed.

9. The Insured shall nntify the Insurers of eny detects or conditions of working which effect the risk of Accident end shelt
¢ouss such eddiional precautinn to be taken as the cucumstances require. The fnsurers shall not be liedle for eny Accident
Coused by a departure from norma! working conditions with the Insured’s epprove! end which creete en eggrevated nsk untess
the Insurers shell heve given prior consent,

10. M o1 eny time eftor commencement of this insurence

(s) the Busincss be wound up or cerned on by liquidetor or teceiver of ¢
{d) the Insured’s intciest cease otherwise ten by deeth,
(&) any efteration be made whereby the nsk of Accident is increased.

{¢) the retention of siandby of spaie mihincty of eny other loss minimising feetors in axistencs when the insurante wes
oflecicd be reduced discontinued ur not maintained at the Premuses in an efficient working tondition end eveiledle for
Immediata use

this Policy shall be avoided unlets its continuance be admitted by endorsement signed by or on behelf of the Tnsurers,




11, The Insurcss may cancet this Policy by sending ten days’ nolice by registered letter 10 the Insured oy his Iast Fnown
sddress and In such event will icturn 1o the Insured @ proporiionate pant of the premium corresponding to the unexpired Ponod
of Insurance.

12, The tlue chaervance and fu't!ment of the terms and conditions of this Policy insotar, as they relate to anything 1o be done
or comphed vt by the Insueed and the truth of the stalements and answers in the Proposal and Declaration shall be cundirons
precedent 1o any liabihity of the Insurcrs (o make any payment under this Policy.

13. M diftcrences anisirg out ol this Palicy shall be referred lo the arbitration of some person to bie appointed by both parties or
H they cannot agree vpon @ wnag's Acbitidter 1o the decision of two Arbirdtors one (o be appointed i witing by cach nanty
end inthe cace o d - jrecment between the Arttutiaters 10 the devision of an Umpire who shall have been appointed i watng
By the Abivotore | +fore e ntenng en ine reference. The Umoire shall sit with the Arbutrators and presde at thewr meeting and
the making of an avara thal be a canditnn preeedent to any nght of action tgainst the Insurers. If the Inrurers shail dsclam
Hability 10 the tnzuv g or s petsanal npeesentatives for any clatm hereunder and such claim shall not walin twelve calendar
months from the 4. of such ceeclainer have bren referred to Arbitratiun undet the provisions hercn ccmamcd then the claim
shall for afi purposes be doeemed (o have been abandoned and shall not thersafter be tecoverable ficreunder.
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MPLE OF MAGHINERY BREAKDOWN POLICY

Machinery insurance Policy ~o.

_ Whereas the inaured nemed in the Schedule hereto hss made to the

{hereinaftsr called “the inaurers”) @ written proposal by completing a
questionnairs which, together with eny othor statements made in writing
by the Insured for the purpose of this Policy, i1s deemed to be incor-
poreted heroin,

Now this Policy of tneurance witnesses that, subject to the insured
having paid tn the Insurers the prom:um mentioned in the Schedule and
subjoct to the laiins, oxclusions, provisions and conddions contaned
herein or endorscd heroon,

The Insurers hereby agres with thu Insured that if et any time during tha
period of insurance stated in the Schedule or during any subscquent
petiod lor which the Insured pays and the irsurers may accept the premi-
um for the rencwal of this Policy, the items (or any part thereof) entered
in the Schedulc, whilst on tho premises mentioned thare.n, sutter any
vaforesoen snd sudden physicel ioss of damage frem causes such as
defects In cssting end materist, faulty design, fauits st workshop of in
arection, bad workmanehip, lack of skill, carelessness. shortage of

water in bollers, physical explesion, tearing apart on account of centritugal
force, short-circuit, storm, of from eny ether cause not soccilically
exciuded hersinafter, In @ Manner Necessating repair of replacement,

The Insurers witl Indemnity the Insured in respect of such loss or
damaege, s hereinalter provided, by poyment in cash, replacement ef
ropeir (at ths insurera’ option) up to an amount net exceeding in any one
yoar of insurance in respect of each of the tems spocilied in the
Schadule the sum sct opposite therete snd not excecding in ail the 1otal
sum exprasscd in the Scheduie sa insured hereby.

This Policy shail apply to the ineured items after successiul completion of
hekr performance p tosts whether they sre st work or strest,
or being dismant'ed for the purpose of clesning of overhauling, or in

e course of the eforesaid operetions themasives, of when baing shitted
within the pramises, or dunng subseguent re-erect:on.

g
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Exclusions

The insurers shall not be liabile for

1. the deductible stated in the Scheduls to be borne by the insured in any
one occurrence; i moro then one iem is lost or damaged n ono oceur-
rence, the insured shall not, howaver, be ca'lod vpon to bear mare than
the highest singie deductible epplicsbie to such itoms,

1. loss of or damage to exchangosble tools, 0.9 dies, mouids, engravod
cyfinders, parts which by thoir usa snd/or nsturo suffor @ high rato af wear
or depreciation, e.g. refractory linings, crushing hammaers, objects made of
glass, beits, ropes, wires, rubber tyres, oporating media, 8.9. lubricants,
fusls, catelysts;

8. loss or dsmege due to firo, direct lightning, chamical explosion (except
e gas expiosions In boilers), extinguishing of a firo or subsequont
domoiition, aircreft or other aerial davices or articlos dropped thorefrom,
thef\, burglary or attompts thoraat, collapse of buildings, flood. inundatior,
serthquake, subsidence, landslide, svalancho, hurricane, cyclone,

volcanic eruption or similar natural catastrophns;

4. loss or demage for which 8 supplior, contraclor or repairer is rosponsible
sither by law or undor contract;

8. loss or damege caused by ony faults or defacts oxisting at the time of
commencament of this Poiicy within the knowlodge of tho Insurad or his
reprasentetives, whathor such fsulls or dofocts wero known to the insurors’
or not;

6. loss Or damage arising out of the wilfut act or gross negiigence of the
Insured or his representatives;

7. sny consequence of war, invasion, act of foraign anamy, hostiktion
(whethor wer be doc'erod or not), civil war, retailion, rovolution, insueroe:
tion, mutiny, riot, strike, lock-out, civil ccmmotion, militory or usurpad powor,
& group of malicious porsons or porsons actirg on bohalf of or in connac-
tion with any political orgsnization. conspiracy, confiscntion, commanjaor-
Ing, requisition or destruction of ar domago to property by ordor of any
government de jure or de facto or by any public authorily;

& any consequence of nuclesr rssction, nucioar rachotion of radioactiva
conte:nination;

0. l0ss or damage es & direct consoquanco nf the continunat Infhinnca of
operation (e.g. wear and tear, cavilntion, orosion, corrosion, rust, boilor
scale).

10. consequontial loss or liability of any kind or tnscription, any paymonts
over and above the indomnity lor malorial damage as providod heroin;

in sny action, eult or other procoeding whare tho tnsurers aliege thel, by
reason of the provision of Exclusian 7 abovo, any loss or damage s not
oovared by this Policy, the burdsn of proving thel such loss or demage is
oovered shall be upon the Insured.

)

(A
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Provisions

Mome | = Sum Insured

‘Mome § - Bosie ¢l indemnlty

It shall be a regquiremant of this Polioy that the sum insured Is squat to
the cost of replacement of tha insurad machinery by naw machinery of
the sama kind and capacity, which means its cost of replecamant incluc-

_ ing. 8.9, Iraight, dues and customs duties, it any, and cost of erection.

i the sum Insurad is lass than tha amount required to ba insured. the
insurers shall pay only in such proportion as the sum inturad bears to
the amount required to be insured. Every item if mora than one shall be
subject to this condition separately.

8) incasas whero damaga to an insured item can ba repairad - the
Insurers shail pay expenses necessarily incurred to restora the damaged
machina to Its former stato of sorvicaability pius the cost of dismantling
ond ra-eraction incurred for the purpose of affacting tha rapairs as wall
a8 ordinary fraight to and from a rapair shop, customs duties and Ques,

¥ any, to tha extent such expenses hava been includad in tha sum
Insured. ti tha repalirs ara executad et 8 workshop owned by tha insurad,
the Insurors shatf pay the cost of metenals and wagas incutrad for the
purposa of the rapalirs plus a raasonabta percentage to cover overhaad
chargos.

No deduction shaft be made for depreciation in respect of parts raptaced,
but the valua of any selvage shail be tekan into account.

M the oost of repairs as detaiied herainedbove equais of axceeds the actusi
volua of the machinary insured immediataly befora the occurrence of

the damago, the item shall be regarded as destroyed and settla-

ment shalf bo made on the basis provided for in b) below.

b} in casas where an insurod item is dastroyad - the Insurers shatl pay
the actuai valua of the item immaediately before tha occurrence of tha
loss, including charges for ordinafy freight, cost of eraction and customs
dutias, i any, provided such cxpenses hava been included in the sum insured,
such actuai velue to De calculated by daducting propar dapraciation from
the ropfacement value of the itam. Tha Insurers shall also pay any normat
charges for the dismounting of tha machinery destroyed, but tha salvage
shaii be takon into account.

Any axtra chargea incurred for overtima, night work, work on public
holidays, and express freight shall ba covarad by this Policy only if
ospacially agraed in writing.

The cost of any slterations, additions, improvamants or overhauls shati
not be recovarable under this Policy.

The cost of any provisional repairs shall be borne by the insurers if such
repeirs oonetitute part of tha finaf rapairs and do not incraase the totel
CORt of repair,

The Insurers shall make paymants only aftar being satisfied by pre-
guction of the necesssry bills and documents thet the repairs heve

boon effected or replacemant has taken place, 88 the case may be.
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Loss of Profits
following Machinery Breakdown
insurance Policy

Whereas the Insured named in the schedule(s) hereto has made 1o the

{hereinatter called "'the Insurers”) a written proposal by completing a
questionnaite which together with any other statements made in writing by
the Insured for the purpose of this Policy is deemed to be incarporated
hergin

Now thls Policy of tnsurance witnesser that 12 consiueration of the insured
having pard or agreed to pay the prenium me ptoned in the schedule(s)
and subiect to the terms . exclusions, viovisions and conditisng contaimed
hervit or endorsed hernon

The insurers hereby agree with ino insared that if duning the perod of
insurance of any reaowal thereot the business catned on Ly e sired
atthe premises ~noitiedin the sohodpieis) s intenipted o aterered wioth
Inconsequencs of an gocdent (as tecnalt detinc! of any macticery
descriied in the bil of machinery amd plant insured, then the fnsurers snall
Inrespact uf each subject malter insuired indemnidy the Insured against the
amount of loss as hereinatier defined resuiting from such interruption of
Interference

Provided that the Liabiity ot the Insurcrs in no case exceeds in respect ot
each subject matter insured in any one year nfinsurance the s1:m expressed
In the schedute(s] 1o be insured thereor or in the whele the total sum
insured hereby or such other sum of sums as may heremaler be subste
tuted therelor by endorsement signea by of on behalt of the Insurers

in winess whereo! the tindersigned boing duly suthorized by the Insurers
and on behalf of tho Insurers has (have) hereunto set his (then) hand(s)

this
Signature

_ day of 19




Exclusions

This Poticy shaii not cover any foss
resulting from interruption ol or inter-
ference with the business directly or
indirectly attributabie to any ot the
foilowing causes: .

1. ioss or damago due to lire, direct
ilghtning, chemical explosion,
axtinguishing ol a lire or subsequent
demoiition, alrcratt or other aeriat
dovices or articies dropped therefrom,
theft ur attempts thereat, collapse of
buildings, ticod, inundation, earthquake,
subsidence, landsiide, avaianche,
hurricane, cycione, votcanic oruption
or similar naturel catastrophes,

2. toss or damage due to the Imposition
of abnormal conditions directly or
indirectty resuiting from testing,
intentionat overioading or exporiments,;

3. ioss or darnage lor which a supplier,
contractor or repairer is responsible
elther by law or undor contract,

4, loss or damage caused by any lauits
or detects existing at the timo of
commencement ol this Policy w.thin
the knowfedge ol the tnsured or lis
representatives, whether such faults

or detects were known to the insurers
or not,

8. ioss or damage erising out of the
wiftul act or gross negligence ol the
Insured or his representatives;

6. any consequence of wer, invasion,
act of toreign enemy, hostilities
{whether war bo dec'ared or not), civil
war, rebeliion, rovolution, insurrection,
mutiny, riot, strike, fock-out, civii
commotion, military or usurped powor,
& group of malicious persona or per-
sons acting on behelf of of In connec-
tion with any politicai organization,
conspiracy, contiscation, commandaer-

ing, requisition or destruction ot or
dsmage to property by order ol any
government de jure or de lacto or by
any pubitc authority;

1. any consequence of nuclear
reaction, nuclear radiation or redlo-
active contamination ;

8. ioss ot or damage to

s) loundations and masonry, unless
specilically inciuded and described in
the iist of machinery and plant insured;
b) exchangeable and repiaceable parls
such aa bits, driils, knives, saw bledos;
c) dies, mouids, patterns, blocks,
stamps, punches, coatings or en-
gravings on cytinders and rolis;

d) parts which by their use and/or
nature sulfer a high rate ol wear or
depreciation such as crushing surlaces,
baiis, hammers, screens and sieves,
engraved soft meta! cylinders, woar
piates, eievator and conveyor beits or
bands, chains, flexibfe pipes, jointing
and pscking materiafs, lilter cioths,
parts made ol glass, rubber, textiie

or synthetics, crinding wheeis, ropes,
beits, straps, cables other than electii-
cai conductors, brushes, batteries,
tyres, refractory materiais, grate bars,
burner jets;

a) operating media such as fuels,
chemicais, cetalysts, fiiter substances.
heat transler media, cleansing agents,
iubricants;

9. repair or replacement necessitated
by diract damege due to wear and lear,
corrosion, ercsion, deposits of scale,
siudge or other sediment, rust or
scratching of painted or polished sur-
Isces, or by any other dirsct conse-
quences ol progressive or continuous
inlluences lrom working or atmospheric
or chemicai action, but the Insurers
shail be iisbie lor any fosa resutting
from inferruption or intertarance caussd

by damags srising trom such causes
and otherwise insured by this Poiicy;

10. shortage, deatruction, deterio-
rstion ol or damage to raw meteriais,
semi-tinished or finished products or
other materials required lor proper
operation, even it the consequence of
msterial damage to an item indicated
in the list ol machinery end plant
insured I8 invoived;

11. any rostrictions on reconstruction or
operation Imposed by any public
authority;

12, the insured not having at his
disposel in good time su'ticient cepiiai
for repairing or reptacing destroyed or
damaged machinery;

13. loss of or damage to machinery,
rechenical installations and their
additional instaiiations or other items
which are not listad in the I'st ol
machinery end piant Insurec, even if
the consequence of material damageto
anitemindicated in the list of mactunery
and piant insured s involved.

14. loss ol business due to causes
such as suspension, iepse or
canceilation of a lease, licence or
order, etc. which occurs alter the cate
when the machinery allected by an
sccident is again in operating
condition and the business coutd hava
been rcsuined, 1l said iedsy, wence
or order, etc. had not lapsed or had
not been suspended or cancelled.

In any ection, suit or other proceeding
where the insurers allegs that by
reason of the provisions of exclusions
3.-7. ebove any toss I8 not coverod
by this Policy, the burden of proving
that such ioss is covered shafi be
upon the insured.

FR—
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ANNEX E

Conditions

1. The due observanca and tulliiment
of the terms of this Policy In so lar as
they reiate to anything to be done or
compiied with by the Insured and tha
fruth of the statements and answers In
the questionnaire and profiosal made
by the Insured shail be a condition
precedent to any liability of the Insurers

2. The schedule(s) shall be deemed to
be incoiporated in and form pait ol this
Poiicy and the expression “‘this

Policy" wheraver used in this contract
shall be read as Including the
schedule(s). Any word or expression
to which a specilic meaning has been
attached In any part of this Policy or of
the schedule(s) shall bear such
meaning wherever it may appaar.

3. The Insured shall at his own expense
tako sil reasonabte precautions and
comply with all reasonable recom-
mendations of the Insuier. 10 jieyrnt
foss or damago and comiply veilh
statutory requirements ar.
turers’ recommendations.

Caetndac-

4. a) flepresantatives of tho Insurors
shd' uldany reasonable ime have the
rlghi t inspect and examine the r:sk
and e Insured shali provide the
rapresenitatives of the Insurers with ail
detal’'s -+ information neceLsa . for
the auee onent of *he sk

b) the lnsucedt shall imme + ately
notify the Insurors by telegram and

In writing of any material change in the
risk and cause at tns own exponse such
sddltional precautions 1o be taken as
circumstances may require, and the
scope of cover and/or premium shalt,
It necessary, be adjusted accordingly.
¢) Dismsntiing and roassembling in
connection with sny examinations shall
be carried out by the Insured on such
dste or datas as the Insurers and the
Insured mutually agree upon for the
msking of such examinations.

No material alteration shall bo msde or
admittad by the Insured whereby therisk
{s Increased, unless the continuance
of the covar provided under this Policy
is contirmad in writing by the Insurers.

8. The insured shall be obliged to keep
completo records. Ail records, e. g.
invantories, production and baiance
shaets, for the Ihree proceding yaars
shaii be held in sate keeping or, 38 a
precsution against their being simulita-
neously dastroyed, the Insured shatfl
keop soparste sats of such records.

4. In the avent of any occurrence which
gives rise or Is likely to giverise to a
clsim under this Policy, the Insured
shali

2) Immediately notify the Insurers by
telephone or telegram and send them
written confirmation thercol within
lorty-eight hours ol the occuirence;

b) do and concur in doing and permit
to be done all such things as may bo
reasonably practicable to minimizo

or establish the extent of any inter-
ruption of or Interlerence with the
business or to avoid or diminish the
loss resulting therefrom,

c) as far as may be reasonably
practicabte, without causing any
increase in the period of inlerruption or
Interlerence, take precautions to
preserve any things which n:ighl prove
necessary or useful by way ol evidence
in connection with any claim;

4} disnontinue the use ot any damaged
filgchunery unless the insurers
authorize otherwise, and the Insurers
shali not be tiabla in raspect of any
lurther interruption & interference
srising out of the continued use of any
damagod machinery without their
having given their consert tu such use
uiitil said machinery has baeen
rapaired to the salistaction ol the
Insurers.

. Inthe event of a claim being made
under this Policy not later than thity
days after the expiry ol the indemmity
period or within such turther times as
the (nsurers May altow o woling, the
Insured shall al his own expense
deliver to the Insurers a written state-
ment setting forth particulars ol his
claim together with dotaiis of all other
policies covaring the accident or any
part of it or consequential loss ot any
kind resulting therelrom, and the
lisured shail at his own expanse also
produce and turnish to the Insurers such
books of account snd other business
books, @. g. invelces, balance sheets
snd other documents, proofs, Informs-
tion, explariation and other evidence
as may reasonably bo reguired by the
Insurers tor the purpose of tnvestigat-
Ing or verilying tha claim, together
with - if requirad - & statutory
declarstion of the truth of the clsim and
of any ma‘! -s ¢onnected therewith,

8.in tha evant of sn accident to sny
Insured machinory likaly to give rise
to a claim hereunder the nsurers shafl
have the right to take over snd control
4ll necessary repairs or rapiascements.

0. In the event of any occurrence In
respect of which a claim is or may be
made under this Policy the Insurers
snd every person authorized by the
insurers may, wilhout thereby Incurring
any liability and without diminishing
the right of the Insurers to rely upon
any condition ol this Policy, enter any
building where the loss has happened
and may take possession ol of require
that any ot the machinory be rendered
to them and may kecp possession

ol and deal with such machinery tor ali
reasor able puruoses and in aryreasan-
able manner. This condition shail be
avidence of the leave and licence of the
Insured to the Insurers so to do. it the
incured or anyone aching on his tenaif
Jd o not comply with the requirements
ettty nsnrers or hoeders or obstructs
the !r.sucaers during any ol the abo.a-
mentionod acts, then ail benelit under
this I’clicy shal! be tor‘cited.

10. The insured shat' it the expense of
the Inz rers o and i ur in doinyg
and pe i 1 be dune 11 such acts
and thinys as may be necessary or
renseed b e lrsunes o the interest
of ooy rint urremearen or of abtuming
celiet or indemmity from parties (other
than thuse nsured under this Policy)
to which the Insurers are or wouid
become entitted on which would be
subrogated to them oan paying tor er
making good any loss or damage
under this Policy, whether such acts
and things are or become necec.sary
of reuiced velore or after the lnsured’s
indemn:fication by the Insurers.

1t It any cilterence arises asto the
amount to be paid under this Policy
(liabii1ity bzing otherwi,e admitlet),
such dit‘arence shall be roterred to e
decision ol an arbitrator to be sppointed
in writing by the parties in difference
or. it they cannol agree upon s sing'e
srbitrator, to the decision of two

arbi!r ators, ona to be appointed in
writing by each of tha partias, within
wou calendar month after having been
required In writing so to do by either
ut the partios, or, In case tha
arbitrators do not agree, of sn umpire
to bo appoinled in writing by the
arbitrators balore entering upon tha
relerenca. The umpire shall 1t with
the arbitrators snd preside st thewr
meetings. The making of an award shal!
be s condition precedent to any nght of
sction againat the Insurers.,




- 46 -

18. 8) if any cialm made is frsudulent
or subsisntisily exaggerated, or if sny
{aise declaration or statemant ia msde
In support thereot, then this Policy chel
be void and the Insurers shall not be
iisbie to make any payment hereunder.
b) in the event ot the insurers dis-
claiming iiabihty inrespect of any claim
and it sn action or suit is not com-
menced within three montha alter such
disclaimer or (in the case of arbitration
taking plsce in pursuance of condition
11 of this Poiicy) within three months
sfter the arbitrators or umpire have
made their award, ali benetit under this
Policy in reapect of such cielm shall
be forfeited.

13. if st the timo any claim ariaes under
this Poiicy there is any other insurance
covering the same loss or demage,
the insurers shall not be liable to pay
or contribute more than .o rateable
proportion of any claim for such losa
or damage.

Tha insurers shsil not be liable to pay
for or contribute to any ioss which but
for the existence ol this Polcy is of
would be insured by any Loas of
Protit poilcy covering Marine risks

or Fire and/or Expiosion riaka.

14. The indemnity shati feii due two
woeks sfter its 1insl daterminstion.

it sfter the expiry of one month since
the beginning of sn Interruption of or
interference with the business and
elter the expiry of each further month it
is possible to determine the minimum
smount which the Insurers are lisble
to pay for the elapaed period of inter-
ruption, the Insurod shall be entitied
to demand that such amount be paid
to him as an instsiment of the totai
indemnilty.

The Insurera shali be entitied to
postpone psyment

a) i there is any doubt as to the
Insured’s right to receive paymant,
untii tha nacessary proof is furnished;
b i, as e result ol any phyaical loss
or damage or any interruption of or
interference with the business, police
of penal investigations have been
inirated ayainst the Insured, until the
compietion of such investigations.

The insurers shsil not be ilebia to psy
intsreat other than interest for default.

18. Shouid at any timo alter the com-
mencainent of this Poticy

s) the business be wound up or carried
on by a fiquldator or receiver or be
permenently discontinued,

b) the inaured's interest cesse other-
wise then by death,

¢) any eiteretion be msde whereby the
risk of accident is increased,

d) the retention of standby or spare
machinery or any other {oss-
minimizing factora in existence when
the insurance was effected be reduced
or discontinuaed, or such stsndby or
spare machinery be not maintained in
an efticient working condition and
svatiabie for immediate uae, then thia
Poiicy ahsii be avoided uniess ita
continuance is admittad by a specisi
written atstement signed by or on
behel! of the Insurers.

16. Thia Policy may bie tarminated at the
request of the insured st any time,

in which case tho insurers shali retain
the customary short-period rate for the
time this Policy has been in force. Thia
Policy mey ecually be terminated at the
option of the Insurers by seven days’
notice to that ellect being given to tha
insured, In which case the Insurera shall
be llabie to repay on damsnd s
rataabie proportion ot the promium for
the unexpired term irom the date of
canceiietion less any ressonabie
inspection chargss tha insurers msy
have Incurred.
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Basis of Insurance

The cover provided under this Polity shali be limied to loss of gross profit
due to reduction in turnover and increase in rost of working and the amount
payable as indemnity hereunder shall be

- In respect of reduction in turnove:: the sum produced by applying the
rate of gross protit to thie amount by whici. the turiol r tuning the indemniy
penod, 1n consequence of the accidont, faits short -2t standard turnove:

~in respect of increase in cost ot working the o Witeny: wxpenditure
necessarily and reasonably incurred for the so.» purpose o' avoiding or
diminishing the reduction in turnove: whi © Lot o that evcensiture would
have taken place during the indernr.'. | i i corsoquenne of the
accident, butnot exceeding the sum .- - .t g - rate of gross
profit to the amount ot the reduction ¢ eron av . o,

tass any sum saved during the indemnity peric.. = .« it such of the
charges and expenses of the business payable - o sre - profd
as may ceuse or be reduced in conseguence ¢ i urd

provided that if the sum nsured hereunder 1s 12 thar *he . m produced
by applying the rate of gross profit te the <« x turke v the amount
nayable is proportionately reduced

Definitions

Gross Profit The anmount by which the sum of the value of the turnover and the value
of thg closing stock exceed the sum ot the vzlua of the opening stock and
the amount of the speciied working e«oerses. The values ot the opening
and closing stocks shall be arrivaed a o 2 o~ardance with the insured's
not 1al accourtancy methcas, due provisoo o ng made for oepreciabon

Specified Working Expenses The variable expenses of the busiens whih are notinsured hiy ‘his Policy:
1. turnover and purchase taxes
2 purchases (less discounts received)
3 carriage, packing and freight
4
5

Turnover The money (less dincounts ailowed) piid of govable o the Insured for
goods std ana Jelivercd and for services rendered in the course of the
busirve at the premises

Indemnity Period and Time Excess The pena:l nol exceeding the indemnity period limit stivac in the List o7
machinery and pia-t insured commencing with the occt . "nce of the ac-
cldent during whii s the results of the business are affec.: . in consequence
ot sucr Acient, provided always that the Insurers are ~ ' hatle for the
armouns 0.5y arising during the time excess, such time exce:s to rum-
aenge as b the beginning of the interruption of or interference with the
susiny: s rasulting in a ciaim under this Poicy
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Rete of Gross Profit

Standard Turnover

Annual Turnover

Accident

The rete of groas prolit earned
on the turnover during the fi-
nanciel yeer Immediately before
the dete of the eccident

The turnover during that period

in the tweive months immedieteiy
before the date oi the accident
which corresponds to the
indemnity period

to which such adjustmenta are
made as may be necessary to
provide for the trend of the busi-
ness and for variations In or spe-
cial circumstances afiecting the
business either before or after
the accident or which would

have affectsd the businese had
the accident not occurred, so
that the figures thus adjusted
represent as neariy as may

be reasonably practicable the
resuits which but for the acci-
dent would have been obtained
during the reiative period after the
accldent.

The turnover which the Insured would have been abie to obtain but for the
accident during the tweive months immediately before either the date
when the business is no longer affected or when the indemnity period
ends, whichever occurs first.

Unforeseen and sudden physicai ioss or damage occurring to the ineured
machinery and necessitating its immediate repair or repiacement due to
causes such as defects in casling and material, faulty design, faults at
workshop or in erection, bed workmanship, lack of skill, careiessness,
mailce, shortage ot water in boiiers, physical explosion, tearing apart on
account of centrifugaf force, short circuit, storm, or any other ceuse not
specifically exciuded hereinafter whilst such machinery ie

- working or at rest,

- being dismantied, moved or re-erectod for the purpose of cleaning,
inspection, repair or instaiiation at another location within the premises,
provided such machinery hss successfutiy completed its performance
acceptance tests.
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Provisions

Memo 1 — Benefits from Other
Premises

Memo 2 - Return of Premium

Memo 3 - Relative Importance

| Memo 4 ~ Overhauls

Memo B - Benefits after
Recommissioning

Memo § - Reinstatement
of Sum insured

Memo 7 - Materiai Damage Cover
for Machinery Insured

I during the Indemnity perlod gooda are sold or services are rendered
sisewhere than at the premises for the benefit of the businesa eithor by the
insured or by others acting on his behalf, the money paid or payable In
respect of such sales or services shall be taken into account in arriving at
the turnover during the indemnity period.

Ifthe Insured declaros at the latest six months after the expiry of any policy
year that the gross profit earned during the accounting period of twelve
months most nearly concurrent with any period of insurance, as certified
by the Insured’s auditors, was less than the sum insured thereon, a pro rata
return of premium not exceeding one third of the premium paid on such sum
Inaured for auch period of insurance shall be made in respect of the
difference.

it any accldent has occurred giving rise to a claim under this Policy, such
return shall be made In respect only of 80 much of said difference as Is not
dus to auch accident.

The term "'relative Importance’ referred to in the list of machinery and
plant insured shall be the percentage eflect which a breakdown of a
particular machine will have on the total gross profit, disregarding any loss-
minimizing measures. If in the event of an accident affecting an insured
item of machinery the percentage of relative importance stated in the list
of machinery and plant insured for this item is lower than the actual
percontage of relative importance subsequently arrived at for the period
of Interruption, the Insurers shall only be liable to indemnity the proportion
which the percentage of relative importanco stated in the list of machinery
and plant Insured bears to the actual percentage.

In calculating the loss, due allowance shall be made for the time spent on
any overhauls, inspections or modifications carried out during any period
of Interruption.

i during & perlod of six months immediately following the recommissioning
of Insured machinery after an accident, the Insured derives benefits from
delerred sales or from increased production and/or profits as a
oonsequence of an Interruption, such benefits shall be taken into account
In determining the Indemnity payable under this Policy.

For the period foliowing the occurrence of an accident up to the end of
the policy perlod the sum insured shall be reinstated by payment of an
additional premlum on a pro rata basis, such premium to be calculated
from that part of the sum insured which corresponds to the Indemnity
paid; the agreed sum insured shall remain unaltered.

The machinery described In the list of machinery and plant insured ahall
be covered against machinery breskdown during the currency of thia Pollcy.

(e
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ANNEX E

Schedule

Policy No.:

incorporsted in this Policy is (are) Questionnaire(s)
and Propossi(s) No(s).:

The foliowing endorsements are attached to
and form psrt of this Policy:

Perlod of insurance:

frum (noon) to (noon)

and any subsequent period for which the insured pays
and the insurers agree to sccept a renewai premium
Renewa! date:

Subject matter insured: Gross proMit

Annual sum insured:

Time excess:

Name and address of insured:

The business:

The premises:

First premium:

Annual premium:

List of Machinery and Plant Inaurad- |

ftem | Cty. Dascription of machine or plant
No.

Your of Indomnlty‘ Relative | Spara parts avallabdle,
manu- | period impor- | raplaceament porlod
facture | (months) | tance for macnine or plant
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List of Pu‘ticigmp

Nr. Yves MONNOTON
Petrochemical Manager

8.C.0.R. Société Commerciale de Réam' ance

317, rue de la Viotoire
75009 Paris
FRANCE

Nr. Rainald HAHN

Chief Engineer

Munich Reinsurance Company
Kosniginstraese 107

D-8000 Mtinchen 40

CERMANY (FEDERAL REPUBLIC OF)

Nr. A.K. DAS GUPTA
General Manager

The Oriental Fire and General Insurance and

Company Limited

Oriental House, Asaf Ali Road
New Delhi 11,002

INDIA

Dr. Mustafa RAJAB

Chairmsan and General Manager
Ireaq Reinsurance Company
P.0. Box 297

Baghdad

IRAQ

Mr. B.P. de MEIJER
Hudig-Langeveldt
Insurance Brokers

74 Grote Biokersstraat
1013 XS Ansterdam
NETHERLANDS

. 0. LIJAU

Managing Director

National Insurance Corporetiom
of Nigeria

P.0. Box 1100

Mandi las Building

96/102 Broad Street

Lagos

NIOGERIA

AINEX F_
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Dr. Ahmad SHAH NAWAZ

Chairman

National Design and Industrial

Services Corporation

104, Ambassador Hotel Buildirg '

Lahore '
PAKISTAN !

Mr. E. BETZ

Assistant Manager
Engineering Department
Swiss Reinsurance Company
50/60 Mythenquai

Ch-8002 2Z8rich
SWITZERLAND

Mr. Sergio VIOLA

Deputy Manager

Instituto de Resseguros do Brasil
London Offioe

14 Penchurch Avenue

London EC3M 5 JA

Nr. A.F. BURDETT

Gsneral Manager

International Risk Division
Commercial Union Assurance Co. Ltd.
St. Helen's

1 Undershaft

London EC3P 3 IQ

UNITED KINGDOM

Mr. M.E. RIVERS

Director

Hogg Robinson and Gardner Mountain
International Ltd.

Lloyds Chambers

9-13 Crutched PFriars

London EC3N 2 JS

UNITED KINGDOM

¥r. L.O0. THANES Nr. L.P. NUOL 4
President Chie?

Insuranoce Company of North Amerios Special Programme on Insurence

INA International Corporation UNCTAD !
1600 Arch Street Palais des Nation

Philadelphia 19101 Ch-1211 Gendve 10

UFITED STATES OF ANERICA SWITZERLAND
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LIST OF WORKING DOCUMENTS AND BACKGROUND PADPiR:;

ID/WG /242/8 /Rev. 1
ID/WC/259/5

CRP/1

ID/WC/269/2/Rev .1

Annex A to this
report

1D/Wo,.281/12

UNCTAD
T/B/C.3/137

UNCTAD

T™/B/C.3/143

Report of the First Consultation Meeting on the
Fertilizer Industry.

Insurance cover available form commercial sources
relating to the Construction and iritial operation
of Fertilizer Plants proposed by liogr Robinsor and
Gardner Mountain Reinsurance Limited.

A Commercial Insurance Policy that might be used
to provide cover for consequential lcnses incurred
by Fertilizer Plants arising from certain defined
events prepared by Hoge Robinson and Gardner
Mountain Reinsurance Limited.

Repdrt of the First Working Group on Contracts
and Insurance for Fertilizer Plants, Vienna 14-17
Fetruary 1978,

Evaluation of the answers to the UNIDO questionnaire
on consequential losses arising from noor performance
of Fertilizer Plants built in developed countries.

Article 19, Guarantec and Performance Guarartee Tests
of Prcliminary Draft of the UNIDO Model Form of Cost
Reimbursable Contract for the Construrtion of a
Fertilizer Plant,

Invisibles: Insurance
Insurance of large risks in developing countries.

Report of the Committee on Invisibles and Financing
Related to Trade on the first part of its eighth
sessiony Geneva 5-19 December 1977
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