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MACHINERY BREAKDOWN INSURANCE POLICY 

CLAUSES WORDINGS 

 

  

1. CARDING MACHINES IN TEXTILE INDUSTRY –  

   

It is hereby declared and agreed that notwithstanding anything stated in the policy to the contrary, any 

loss or damage to card fillets, Needles and Magnetic tapes of Knitting Machines is excluded under the 

policy.   

Subject otherwise to the terms, conditions and exceptions of the policy.   

  

2. FURNACE ENDORSEMENT –    

a) INDUCTION FURNACE -  

The Induction Furnace should be covered subject to the following endorsement, which should be 

compulsorily used in case of all Induction Furnaces -  

‘It is hereby declared and agreed that the damage to the refractory lining due to any cause is 

specifically excluded’.   

b) ELECTRICAL FURNACES -   

i) It is hereby declared and agreed that any damage to   crucibles and refractory linings due to any 

cause is excluded under the policy.   

Subject otherwise to the terms, conditions and   exceptions of the policy.   

ii) It is hereby declared and agreed that any damage to induction coils/heating element of electric 

furnace will be subject to 25 % depreciation per year or part thereof subject to a maximum 

depreciation of 75 %.   

 Subject otherwise to the terms, conditions and exceptions of the policy.   

iii) Warranted that the refractory linings are examined each time the furnace is recharged and linings 

renewed, if any defects are apparent. Further, the linings are, in any event, replaced periodically in 

accordance with the Maker's recommendations.   
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3. DG SET ENDORSEMENT  

  

‘It hereby declared that any loss or damage payable under the policy to the cylinder head, liner and 

piston of the Diesel/oil engines insured here will be indemnified subject to –  

  

a. 15 % depreciation per annum be made applicable to the Turbo-charger subject to a maximum of 75 

%.  

  

b. Turbo-charger cannot be insured in isolation.  

  

4. REDUCTION GEAR BOX –  

It is hereby declared and agreed that all claims pertaining to reduction Gear Box will be subject to 

depreciation at the rate of 15 % per year or part thereof subject to a maximum depreciation of 75 %.   

       Subject otherwise to the terms, conditions and exceptions of the policy.   

  

5. PATTERNS AND CORE-BOXES –  

  

It is hereby declared and agreed that in the event of an accident, for which the Insurer is liable under the 

Policy, involving the replacement of a casting for which no patterns are available, the Insured shall bear the 

cost of making patterns and core boxes, the Insurer's liability being for the making of the casting itself.   

  

6. EXPELLERS/EXPELLERS GEARS –  

   

a) Expellers - It is hereby declared and agreed that any damage to the   following   parts of Oil Expellers 

viz., ball bearing, roller bearing, thrust bearing and bush bearing of all types are specifically excluded 

from the scope of cover.   

  

Subject otherwise to the terms and conditions of the policy.   

  

7. Expeller Gears –  

It is hereby declared and agreed that all claims pertaining to Gears will be subject to depreciation at 

the rate of 15 % for every year or part thereof subject to a maximum depreciation of 75 %.   
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Subject otherwise to the terms and conditions of the policy.   

  

8. PLASTIC EXTRUDERS/INJECTION MOULDING MACHINES –  

  

It is hereby understood and agreed that the Insurance by this policy does not cover any loss or damage 

to the dies, moulds and heating elements used on the Plastic Extruder/Injection Moulding Machines.   

      Subject otherwise to the terms, conditions and exceptions of the policy.   

  

9. ALTERNATE WORKING –  

  

Warranted by the Insured that except when the load is being transferred from one machine to another 

the No. ____ etc. insured under this policy shall only work alternately with No. ____ etc. Insured under 

this policy.   

  

The plant may be turned over periodically for maintenance purpose only.   

  

If the plant is to be used otherwise than as above the Insured shall forthwith notify the Insurer and pay 

such additional premium as may be required by the Insurer failing which the Insurer’s liability thereon 

shall cease.   

  

10. STAND-BY MACHINERY –   

  

Warranted by the Insured that any item of machinery marked ‘STANDBY’   in the Schedule of 

machinery shall not be worked at the same time as the machine to which it is standby except for the 

period when the load is being transferred from one to the other.   

Provided that the standby machine may be turned over periodically for maintenance purpose.   

  

Provided always that if the standby machine shall be used otherwise than as above the Insured shall 

forthwith notify the insurer and pay such additional premium as may be required by the Insurer failing 

which the Insurer's liability thereon shall cease.   

  

11. BAKERIES –  
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It is hereby declared and agreed that any damage to whisks, dough hook and beaters of dough 

mixers are specifically excluded from the scope of cover.  

  

12. GAS WORKS PLANTS –  

  

It is hereby declared and agreed that any damage to underground piping is specifically excluded 

from the scope of cover.  

  

13. FOR ALL TYPES OF IMPORTED MACHINERY –  

   

The indemnity provided by the policy does not extend to include cost incurred/time involved in the 

movement of machinery and/or any other property insured hereunder and/or personnel outside the 

territorial limits of India other than the cost of delivery or replacements for machinery lost or damaged.   

  

   

14. (A) GLASS AND GRAPHITE EQUIPMENTS –  

  

It is agreed and understood that otherwise subject to the terms, exclusions, provisions and conditions 

contained in the policy or endorsed thereon indemnity granted by this policy in respect of 

equipment/apparatus made out of Glass/Graphite described under item No(s)  _____ of the Schedule 

is restricted to cover losses due to accidental damage or external impact and not any loss or damage 

arising out of wear and tear, general usage and/or cracking of the insured item due to continuous 

working and/or fatigue.   

  

15. (B) GLASS LINED VESSELS-  

  

It is hereby declared and agreed that the indemnity granted by this policy in respect of glass lined 

production plant described in the Schedule is restricted to cover losses due to accidental damage or 

external impact and not any loss or damage arising out of wear and tear, general usage and/or 

cracking of the glass lining due to continuous working and/or fatigue subject otherwise to the terms, 

exceptions, conditions and limitations of the Policy.  
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Provided, however, that depreciation at the rate of 10% for every year of operation shall be deducted 

in respect of all claims arising out of perils covered in form of this endorsement subject to maximum 

depreciation of 75% in addition to other terms and conditions   

  

16. INSURANCE OF ROPES IN LIFTS, CRANES AND ROPEWAYS –   

  

It is understood and agreed that insurance by this policy shall include sudden and unforeseen damage 

to rope resulting in their actual and complete severance. It shall not include breakage or abrasion of 

wire or strand of ropes/slings although replacement is necessitated thereby.   

  

Provided that the amount indemnifiable in respect of items thus affected is depreciated at an annual 

rate to be determined at the time of loss, this rate being not less than 15 % per annum subject to a 

maximum of 75 %.   

  

17. WIND TURBINES ENDORSEMENT –  

  

Notwithstanding anything to the contrary stated in the policy, this policy covers accidental loss/damage 

to the blades of the Wind Mills whether metallic or non-metallic.   

  

18. REFRACTORY MATERIALS IN BOILERS –  

  

It is agreed and understood that otherwise subject to the terms, exclusions, provisions and conditions 

contained in the policy or endorsed thereon, the Insurer shall indemnify the Insured for loss of or 

damage to refractory materials in item(s) ________ Nos. _______ contained in the schedule of the 

policy, caused by an indemnifiable accident to the above named items subject to depreciation of the 

amount indemnifiable in respect of the items thus affected, at the time of loss. This rate being not less 

than 20 % per annum but not more than 80 % in total.     

  

19. DEPRECIATION ADJUSTMENT FOR COMPONETS ALONG THE HOT GAS PATH OF GAS TURBINES –  

  

It is agreed and understood that otherwise subject to the terms, exclusions, provisions and conditions 

contained in the Policy or endorsed thereon, the following shall apply to this Insurance -   
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In the event of an indemnifiable accident occurring to a component or components in the hot gas path, 

which have a life expectancy appreciably shorter than that of the gas turbine, the amount indemnifiable 

in respect of the items thus affected shall be depreciated. The amount payable shall be calculated by 

taking the expired life (EL) in equivalent working hours of the Component at the time of occurrence, and 

the normal life expectancy (NLE) in hours of the Component according to the latest specification issued 

by the manufacturer and then applying them in the relation ship (1-EL/NLE) to the total replacement 

costs of the Component.   

  

 Should the normal life expectancy for any component or components indicated by the manufacturer be 

found to be in conflict with the operational and/or claims experience, an agreement on more realistic 

component life expectancies shall be reached between the Insured and the Insurer and shall supercede 

such advices of the manufacturer.   

  

20. OVERHAUL OF PLATEN PRESSES –  

 

It is agreed and understood that otherwise subject to the terms, exclusions, provisions and conditions 

contained in the policy or endorsed thereon, the following shall apply to this Insurance in respect of 

item(s) No(s) contained in the specification of the policy.   

  

The Insured shall arrange at his own expense an overhaul (the Insured shall inform the Insurer of such an 

overhaul in good time so that the Insurers' representatives may be present during the overhaul at the 

Insurers' expense) of all highly stressed parts of platen presses as well as an inspection by an expert in 

non-destructive testing and shall supply the insurers with reports on this overhaul and inspection. The 

expert shall determine the date of the next overhaul. Such overhauls/inspections shall take place at 

intervals of at least 12 months.   

  

These provisions shall apply regardless of the commencement date of the insurance cover.   

  

The Insured may apply for an extension of the period between overhauls. Such extension shall be 

granted if in the opinion of the Insurers the risk is not aggravated thereby.   
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If the Insured fails to comply with the requirements of this Endorsement, the Insurers shall be free from all 

liability for loss or damage caused by any circumstance which could have been detected had an 

overhaul taken place.   

  

21. OVERHAUL OF ELECTRIC MOTORS (ABOVE 750 KW FOR MOTORS WITH 2 POLES AND ABOVE 

1,000 KW FOR MOTORS WITH 4 AND MORE POLES) –  

It is agreed and understood that otherwise subject to the terms, exclusions, provisions and conditions 

contained in the policy or endorsed thereon, the following shall apply to this Insurance in respect of 

item(s) No(s) contained in the specification of the policy.   

  

The Insured shall arrange at his own expense an overhaul (the Insured shall inform the Insurer of such an 

overhaul in good time so that the Insurers' representatives may be present during the overhaul at the 

Insurers' expense) in a completely opened-up state after 8,000 hours of operation or after 500 start-

ups or at least after two years following the last overhaul.   

New electric motors shall be overhauled after 2,000 hours or at least after one year of operation. The 

insured shall supply the Insurers with reports on this overhaul. These provisions shall apply regardless of 

the commencement date of the insurance cover.   

  

The Insured may apply for an extension of the period between overhauls. Such extension shall be 

granted if in the opinion of the Insurers the risk is not aggravated thereby.   

  

If the Insured fails to comply with the requirements of this Endorsement, the  

Insurers shall be free from all liability for loss or damage caused by any circumstance, which could have 

been detected, had an overhaul taken place.   

 

 

22. COINSURANCE CLAUSE 

 

1.     It is hereby declared and agreed that insurers named hereunder severally agree and accept the 

following for the proportion set against its name: 

1.1. In event of any claim being admissible by the insurer towards the liability, to pay or make good to 

the insured the value of the property at the time of the happening of its loss or destruction or the 

amount of such damage thereto as provided for under the policy and or  
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1.2. To indemnify the insured against liability at law or damage to any property or injuries to persons 

as provided for under the policy 

 

2  Co-insurance Schedule: 

 

SN Name of the Insurer Share (%) 

 (Lead Insurer)  

 (Co-insurer)  

 (Co-insurer)  

 (Co-insurer)  

 (Co-insurer)  

 

3.  Conditions forming part of this clause   

It is hereby agreed and understood that: 

3.1 The Insured in exercise of his option has after having understood the implications, selected the 

above named lead Insurer and the named Co-insurers vide sr. Nos. of the co-Insurance schedule as 

in point no. 2 under the policy. 

3.2 The duties of insured would devolve upon the authorized intermediary licensed by IRDA (referred 

to as authorised representative here after) where the insured appoints such authorized intermediary 

to transact on his behalf with the insurer/s. 

3.3 It shall be the responsibility of the insured or his authorised representative licensed by IRDA to 

decide on the panel of co-insurers and their respective shares of the risk herein as set out in co-

insurance share under paragraph 2 above and communicate the same to all such participating co-

insurers, prior to assumption of risk.  

3.4 The lead Insurer shall finalise the terms and conditions applicable to the risk in the form of an 

underwriting slip with a unique code to be handed over to the Insured/Authorised intermediary. 
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3.5 It shall be the responsibility of the insured or his authorized representative to ensure that all insurers 

listed in the co-insurance schedule under paragraph 2 above, are fully aware of the terms and 

conditions of this policy and shall secure their unqualified acceptance of such terms and conditions 

prior to issuance of cover and inclusion of names of insurers in this co-insurance arrangement. 

3.6 During the currency of the policy, if there are any material changes in risk or as changes in original 

terms and conditions such as variation in Sum Insured, changes in premium charged, extension of 

policy period, etc., the same shall be communicated by the insured or his authorised representative 

giving sufficient advance notice of 7 days to the leader as well as all other participating co-insurers 

listed in the co-insurance schedule under paragraph 2 above and procure confirmation thereon. 

The endorsement to this effect shall be executed by the lead insurer under advice to all other 

participating co-insurers. 

3.7 The liability of the insurers shall in no case exceed in respect of each item of the sum expressed in 

the set schedule to be insured thereon or in the all, the total sum insured hereby or sums as may be 

substituted thereof by endorsement. 

3.8 In the event of any of the insurers, chosen by the Insured as per paragraph 3.1 above and listed 

in the co-insurance schedule, withdrawing from participation in this Policy at any time during its 

currency after giving due notice of 14 days, the insured shall arrange for an alternative insurer to 

take up the full share of risk vacated by the existing insurer. In the event of insured failing to do 

so, the insured shall be considered as his own insurer for such share of risk or part there of which is 

not taken up by such alternative co-insurer. 

3.9 In the event of a claim under this policy, the insured shall give notice of its occurrence to the Lead 

Insurer with a copy to all the insurers as listed in clause 2 above. 

3.10 Upon receipt of such notification of claim, all claim related activities including appointment of 

surveyors, etc shall be done by the lead insurer who shall decide the admissibility as well as quantum 

of the claim and the co-insurers shall abide by the same. 

3.11 In the event of any claim being value of more than 5 crores the lead insurer can immediately 

demand and the following co-insurer shall pay the cash call of their proportionate share of loss.  

3.12 In all other cases, where the Lead Insurer pays 100% of the assessed loss, the following co-insurer/s 

shall remit their share of the loss to the Lead Insurers within a maximum period of 21 days from the 

date on which the Lead Insurer makes the demand. 
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            Lead Insurer’s declaration that the Claim and the amount there of was in accordance with terms 

and conditions of the Policy issued shall be considered sufficient by the co-insurers for the purpose 

of remitting their share of the loss to the Lead Insurer. 

 

3.13 The co-insurers forming part of this agreement shall be entitled to demand and obtain from the 

Lead Insurer/Intermediaries copies of all policies, endorsements or other claim related documents 

relevant to this co-insurance clause.  

In witness, whereof, this policy has been signed by Universal Sompo General Insurance Company 

(Lead Insurer) for itself and as authorized agents for other participating insurers named herein 

Subject otherwise to the terms, exceptions, conditions and limitations of this policy. 

 

23. INNOCENT NON DISCLOSURE / BREACH OF POLICY CONDITIONS  

 

The Insurer will not avoid this Insurance on account of non disclosure, misdescription or misrepresentation of 

facts or breach of policy conditions where the same have been proved to be innocent and free of any 

fraudulent conduct or intent to deceive. 

 

It is understood that any deliberate act omission statement misstatement or breach of policy conditions on 

the part of any individual Insured which may vitiate any claim or render the insurance void shall have such 

effect only as to the respective rights and respective interest of that particular Insured and shall not 

prejudice the respective rights and respective interests of any other Insured under this Policy. 

 

 

24. ON ACCOUNT PAYMENT CLAUSE 

 

It is hereby declared and agreed that progress payment on account of any loss recoverable under this 

Policy will be made to the Insured at such stages as may be mutually agreed upon if desired by the Insured 

and on production of an interim report and recommended payment on account amount by the loss adjuster 

(if appointed) that such payments are deducted from the final agreed claim settlement figures. 

 

Subject otherwise to the terms, exceptions and conditions of the Policy. 
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25. FREE AUTOMATIC REINSTATEMENT OF SUM INSURED 

It is understood & agreed that in the event of a claim, clause 2.8 b of the policy – (POSITION AFTER A 

CLAIM) stands amended to read as under – 

 

b) As from the day of the loss the Sum Insured for the remainder of the period of Insurance is reduced by 

the amount of the compensation. To prevent under insurance during the remainder of the current period 

of insurance the amount insured must be reinstated. The premium will be calculated pro-rata from the 

day repaired item is again put to work. For subsequent period of insurance the original indemnity and 

premium are again in force unless circumstances justify an alteration. This provision is waived for claims 

up to 10% of the Sum Insured against each item, for which no additional reinstatement premium will be 

charged. However, if the amount of claim is more than the limit of 10% as aforesaid, then full additional 

reinstatement premium will be applicable, and will be deducted from the assessed claim amount. Subject 

otherwise to the terms and conditions of the policy.   

 

26. SEVERAL INSUREDS/MUTIPLE INSURED 

It is hereby declared and agreed that rights and indemnity of various parties against breach of condition 

by any of the parties is protected by this clause. 

 

27. NON VITIATION CLAUSE 

It is understood and agreed that any act, omission, statement or mis-statement on the part of any named 

insured which may vitiate any claims or render this policy void shall have such effect only as to the rights 

and interests of that particular insured and shall not prejudice the rights and interest of any other insured 

under this policy. 

 

28. LOSS PAYEE CLAUSE 

It is agreed and declared that the company will pay the loss as assessed by the  

company or surveyors, directly to the parties as requested by insured in writing.  

Subject otherwise to the terms & conditions of the policy. 

 

29. LEASED EQUIPMENTS CLAUSE 

At the request of the insured, it is hereby agreed that this insurance extends to cover the equipments 

leased to the insured &/ or which the insured holds under trust or commission, and the insured is 
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responsible for the safety & well being of the items provided under contract or law. Provided the items 

are so identified in the schedule. Subject otherwise to the terms, conditions & exceptions of the policy. 

 

30. AGREED BANK CLAUSE  

 

It is hereby declared and agreed:- 

1. That upon any monies becoming payable under this Policy the same shall be paid by the Company to 

the Bank and such part of any monies so paid as may relate to the interests of other parties insured 

hereunder shall be received by the Bank as Agents for such other parties. 

2. That the receipts of the Bank shall be complete discharge of the Company therefore and shall be 

binding on all the parties insured hereunder. 

The Bank shall mean the first named Financial Institution/ Bank named in the Policy. 

3. That if and whenever any notice shall be required to be given or other communication shall be required 

to be made by the Company to the Insured or any of them in any manner arising under or in connection 

with this Policy such notice or other communication shall be deemed to have been sufficiently given or made 

if given or made to the Bank. 

4. That any adjustment, settlement, compromise or reference to arbitration in connection with any dispute 

between the Company and the Insured or any of them arising under or in connection with this Policy if made 

by the Bank shall be valid and binding on all parties insured hereunder but not so as to impair rights of the 

Bank to recover the full amount of any claim it may have on other parties insured hereunder. 

5. That this insurance so far only as it relates to the interest of the Bank therein shall not cease to attach 

to any of the insured property by reason of operation of Condition 3 of the Policy except where a breach 

of the Condition has been committed by the Bank or its duly authorised agents or servants and this insurance 

shall not be invalidated by any act or omission on the part of any other party insured hereunder whereby 

the risk is increased or by anything being done to upon or any building hereby insured or any building in 

which the goods insured under the Policy are stored without the knowledge of the Bank provided always 

that the Bank shall notify the Company of any change of ownership or alterations or increase of hazards 

not permitted by this insurance as soon as the same shall come to its knowledge and shall on demand pay 

to the Company necessary additional premium from the time when such increase of risks first took place 

and  

6. It is further agreed that whenever the Company shall pay the Bank any sum in respect of loss or damage 

under this Policy and shall claim that as to the Mortgagor or owner no liability therefore existed, the 

Company shall become legally subrogated to all the rights of the Bank to the extent of such payments but 
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not so as to impair the right of the Bank to recover the full amount of any claim it may have on such 

Mortgagor or Owner or any other party or parties insured hereunder or from any securities or funds 

available.  

 

31. UNREPAIRED DAMAGES CLAUSE 

 

In the event of insured deciding not to replace or repair the damaged item covered under the policy and 

decides to continue with the damaged item after incurring necessary expenditure for safe working of the 

damaged item, the company, at its option, shall indemnify amount expended in making the item safe plus 

the reasonable repair cost which would have been incurred by the Insured had the Insured repaired the 

damage item or reasonable amount equivalent to reduced life of damaged item.  

 

32. CONTROL OF DAMAGED PROPERTY 

 

This Policy gives control of physically damaged property consisting of as specified in schedule as follows: 

 

1) The Insured will have full rights to the possession and control of damaged property in the event of Insured 

physical damage to such property provided proper testing is done to show which property is physically 

damaged. 

 

2) The Insured using reasonable judgment will decide if the physically damaged property can be 

reprocessed or sold. 

 

3) Property so judged by the Insured to be unfit for reprocessing or selling will not be sold or disposed of 

except by the Insured, or with the Insured’s consent. 

 

4) Any salvage proceeds received will go to the:  

a. Company at the time of loss settlement; or 

b. Insured if received prior to loss settlement and such proceeds will the amount of loss accordingly. 

    Subject otherwise to the terms, exceptions and conditions of the Policy. 

 

33. ADDITIONAL INSURED 
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It is understood and agreed that any individual, firm, corporation and/or its joint ventures, for whom or 

with whom The Insured may be operating is hereby named as additional Insured in The Schedule when 

required by contract, or as required. It is further understood and agreed that in the event there is any 

violation of the terms and conditions of this insurance by one Insured, it shall not affect the rights of other 

Insured; including interest of mortgagees and notice of assignment in respect thereof. 

 

34. ASSETS REGISTER CLAUSE 

It is hereby declared & agreed that the policy covers all the equipments as per the asset register of the 

insured, subject to condition that any subsequent addition to the asset register must be declared and 

added during the course of policy with additional premium as applicable. In the event of a claim, the 

Asset register shall form part of verification of the item damaged. 

If the property hereby insured shall at the time of any loss or damage be collectively of greater value 

(as reckoned from the Assets Register at the time of claim) than the Sum Insured under the policy, then the 

Insured shall be considered as being his own insurer for the difference and shall bear a rateable 

proportion of the loss.  

 


