
SeaFirst Newsletter 1 

SeaFirst Newsletter 
Volume 2, Issue 3 November 2014 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

I N S I D E  T H I S  I S S U E  

1 Boiler and Machinery Insurance 

2 

3 

Proud Supporter of the BC Cancer Foundation 

Claims Corner   

4 

 

 

Contingent Business Interruption Insurance 

  

  

  

Insurance Industry News 
for the Business Owner 
Jessica Criddle, SeaFirst Insurance 

Welcome to the eighth edition of our industry 

newsletter, specifically designed for you, the 

business owner. 

We hope to share with you articles that are 

affecting the insurance industry and, therefore, 

affecting your business decisions. 

Please feel free to contact your broker directly if 

you’d like to discuss any of these issues 

personally (or if you have any suggestions for 

articles in future issues of the newsletter). 

Our Commercial Insurance Brokers: 

Dan Olive (Saanichton) 250-652-5157 

Shawn Fehr (Westshore) 250-478-9110 

Scott Preston (Brentwood) 250-652-1141 

Mike Garside (Salt Spring) 250-537-5527 

Jody Bradley (Pender Island) 250-629-3789 

Bob Jones (Brentwood) 250-652-1141 

Larry Lesage (Brentwood/Salt Spring) 250-652-1141 

Doug Guedes (Sidney) 250-656-9886 

Gary Law (Oak Bay) 250-592-5544 

Scott Mennie (Westshore) 250-478-9110 

Garrett Hartley (Brentwood) 250-652-1141
 
 

 

 

The term “boiler and machinery” insurance can be 

misleading, as these types of policies cover much more 

than just boilers and machinery. Many policies are 

written for insureds who do not even own boilers, but 

yet have substantial mechanical and electrical 

exposures. Boiler and machinery insurance has to do 

with insuring equipment that generates, uses, or 

transmits power and is more accurately described as 

“equipment breakdown coverage”.   

Does your business use electricity? What about 

communication networks such as computers or 

telephones? If your business owns, operates, or depends 

on some type of equipment to run successfully, you 

likely need boiler and machinery insurance.  

A wide range of electronic equipment is covered by 

boiler and machinery insurance, such as: motors, 

generators, transformers, computers, fax machines, 

photocopiers, and telephones. Boiler and machinery 

insurance can also include air conditioning and 

refrigeration equipment, engines, pumps, compressors, 

and electric motors.  

Additional coverages or endorsements can be added to 

the standard boiler and machinery policy, which include:  

• Business Interruption – this endorsement is 

designed to help keep you in the same financial 

position, with regard to sales or services that 

you would have earned if an accident had not 

occurred. It can be written on a ‘valued’ or 

‘actual loss sustained’ basis. When the actual 

loss sustained option is purchased, the coverage 

only pays for your actual loss of income. If the 

valued option is purchased, you are able to 

collect a predetermined amount of coverage for 

each day the business is interrupted.  

• Extra Expenses – this endorsement is applicable 

for businesses that must incur expenses to 
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operate as near normal as possible during the 

renovation period after an accident. It 

excludes coverage for loss of income.  

• Consequential Damage – This endorsement 

covers loss due to spoilage of specified 

property from lack of power, light, heat, 

steam, or refrigeration, as the result of a 

breakdown.  

Standard commercial property insurance covers many 

common perils such as fire and water damage; 

however it does not pay for equipment failure and any 

resulting losses. This can include short circuits, 

centrifugal force, or mechanical breakdown. 

Commercial property policies contain exclusions for 

electrical disturbance, mechanical breakdown, and 

explosion of steam boilers and piping. Boiler and 

machinery insurance is specifically designed to pay for 

damage caused by these types of losses.  

Warranties and service contracts cover routine 

services such as cleaning or adjustment; however they 

don’t cover many of the common causes of equipment 

breakdown, such as operator error. Warranties don’t 

pay for business interruption, income loss, spoilage, 

or damage to surrounding property resulting from a 

breakdown, whereas a boiler and machinery policy 

does.  

Even if you aren’t the building owner, you may still 

face an equipment breakdown risk. If you are a tenant 

you may have equipment such as phone systems, fax 

machines, and computers, which can fail and disrupt 

your business. Your lease may also make you 

responsible for other equipment that services your 

premises.  

An important benefit of boiler and machinery 

insurance is the inspection service that insurers 

provide to the insured. Loss prevention is essential to 

all forms of insurance, but nowhere else is this so 

emphasized as in boiler and machinery insurance. 

However, accidents do occur, hence the need for 

insurance protection.  

 

 

 

 

Here are some helpful tips on preventing water damage:  

 

� Clear your gutters of any debrisClear your gutters of any debrisClear your gutters of any debrisClear your gutters of any debris.... Clogged gutters can 

cause water to overflow and find an entrance into the 

interior of the building. Also, the weight of water, 

leaves, and other debris can loosen gutters and cause 

them to pull away from the building. Trim any 

surrounding trees to keep branches and leaves out of 

the gutter. It is recommended that you clean your 

gutters at least twice a year; however they should be 

checked for debris regularly.  

� ExamineExamineExamineExamine    gutters and flashing for damage.gutters and flashing for damage.gutters and flashing for damage.gutters and flashing for damage. Check for 

missing nails, loose downspouts and joints, dents and 

rust.  

� Inspect the roof regularly.Inspect the roof regularly.Inspect the roof regularly.Inspect the roof regularly. Check for missing shingles 

and general wear and tear where water can enter the 

building. Repair any cracked caulking immediately.  

� Make sure Make sure Make sure Make sure all all all all drainsdrainsdrainsdrains    are clearare clearare clearare clear.... In heavy rainstorms, 

these drains often overflow, backing up into your 

building. Ensure floor drains are kept clear of 

obstructions.  

 

What happens if I have a What happens if I have a What happens if I have a What happens if I have a water damage water damage water damage water damage claim?claim?claim?claim?    

Due to the frequency and increasing costs of water 

damage claims in the industry, you may experience a rate 

increase and/or a higher water damage deductible on your 
next renewal.  
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Most companies today rely on suppliers (to 

produce) or customers (to purchase) their 

products and services here and abroad. A loss to 

one of these partners can have nearly as much 

impact on an organization’s ability to continue 

operations as if it experienced the loss itself. 

Complex supply chains have made it more 

difficult for businesses to identify loss exposures 

and put in place a plan to provide adequate 

financial protection in the event of a loss. Many 

organizations look to contingent business 

interruption insurance to provide this essential 

protection.  

 

Contingent business interruption insurance 

indemnifies a company for a loss of profits and 

other possible risks, such as necessary continuing 

expenses, due to an loss suffered by one or more 

of its suppliers or customers. Unlike traditional 

business interruption insurance that compensates 

the policyholder for a loss resulting from damage 

to its own property, contingent business 

insurance lets you transfer risk of certain losses 

to the property of a third party. Contingent 

business interruption insurance is triggered if 

there is: 

• Direct physical loss or damage to a 

dependent property (supplier or customer) 

• The loss or damage is caused by a 

covered cause of loss 

• The loss results in a suspension of 

operations at a covered location  

 

Contingent business interruption coverage is 

provided for a covered loss during what is called 

the “period of restoration”. This is what is 

considered by the insurer to be the reasonable 

amount of time it should take the dependent  

property to repair the damage and continue its 

normal operations.  

 

The concept of contingent business interruption 

insurance is fairly straightforward, but 

determining what is a covered cause of loss is not 

quite so easy. For example, during the 

earthquake and tsunami in Japan, one challenge 

was to determine the event that caused the loss. 

Was the loss caused by the earthquake or was it 

caused by the flooding that took place as a result 

of the tsunami? Or should all of the claims be 

considered earthquake losses due to the fact that 

the earthquake was the proximate cause of the 

tsunami? These questions can be the difference 

as to whether or not the contingent business 

interruption policy is triggered and coverage is 

provided.  

 

In order to sustain growth and boost margins, 

foreign suppliers and customers have become 

crucial for many companies. This has created new 

contingent business interruption exposures that 

didn’t exist before. But even if all of a company’s 

suppliers, business partners and customers are 

local, contingent business interruption exposures 

can still exist.  

 

When deciding whether your company needs 

contingent business interruption insurance, you 

should start with a comprehensive understanding 

of your exposures in order to determine if 

insurance coverage is necessary and, if so,  to 

what degree. Most manufacturing companies 

have contingent business interruption exposures. 

Retailers, hospitality companies and even 

professional services firms also can be exposed 

to serious financial costs as the result of the loss 

of a supplier, a business party or a key customer. 

A solid understanding of your critical third party 

partners is essential in helping minimize any 

contingent business interruption loss.  
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You should start by identifying all of your 

suppliers and customers and determine their 

impact on your operations. You should ask 

yourself the following questions: 

• If there is a temporary production 

stoppage by one or more suppliers, can I 

survive and for how long? 

• Do I have alternative suppliers?  

• Do I rely on one or a few customers to 

purchase the bulk of my products? 

• Do I rely on a neighbouring business to 

attract customers to me?  

 

The scope of contingent business interruption 

coverage can vary among policy forms, but even 

with the broadest of coverage forms, there are 

still causes of loss to suppliers or customers that 

are not necessarily covered. For example, 

earthquake or flood losses are typically not 

covered under a contingent business interruption 

policy since these are usually not covered in an 

underlying property insurance policy. The insured 

would need to request and purchase this type of 

coverage separately.  

 

Identifying possible coverage restrictions is 

important, especially for organizations with 

complex global supply chains. Two areas that 

may need to be addressed are “direct” versus 

“indirect” suppliers or customers, as well as 

“named” and “unnamed” suppliers or customers. 

Often policies will only provide coverage for 

suppliers or customers that the organization has 

a “direct” relationship with for receiving or selling 

products. This can create a gap in coverage for 

companies involved in multi-tiered supply chains. 

For example, if the customer of one of your direct 

suppliers has a loss resulting in an interruption to 

your direct supplier and this causes an 

interruption to your business, the coverage could 

be excluded. If this type of exposure exists, 

coverage for indirect suppliers or customers can 

often be added to the policy. 

 

Identifying every supplier can be challenging and 

sometimes insureds may be unable to name every 

supplier in a multi-tiered supply chain. If this is 

the case, the policy can be endorsed by including 

the “unnamed” suppliers or customers.   

 

Another issue to consider is that most contingent 

business interruption coverage comes with a 

specified limit. Therefore, it’s important to 

carefully identify your exposures and assess how 

high of a limit you need.  

 

It can be difficult for you to know whether a loss 

to a supplier or customer is being handled 

adequately and effectively, due to the lack of 

control you have over all of your third-party 

partners. The insured and insurer are often left in 

the dark about the extent of the damage and 

what is considered a reasonable “time of 

restoration”. This can lead to an insured being 

penalized for decisions made by a supplier or 

customer located halfway around the world. As a 

way to help mitigate this lack of control, it’s a 

good idea to develop pre-agreed crisis 

management processes with their suppliers or 

customers.  
 

Contingent business interruption insurance, 

along with current business continuity planning, 

is becoming increasingly more important in 

today’s world. Past disasters such as the 9/11 

terrorist attacks, Hurricane Katrina and the 

earthquake/tsunami in Japan have shown us how 

vital contingent business interruption insurance 

is. It’s more important than ever to identify your 

potential for a contingent business interruption 

loss and work closely with your broker to assure 

that the coverage in your policy properly 

addresses your exposures.  

 
Do you have a question or issue you’d like addressed in our newsletter?  Simply email Jessica at 

jcriddle@seafirstinsurance.com and we’ll see if we can get the answers you need! 


