This is a Preview

* This presentation is a preview of planned
countrywide changes.

* Implementation dates will vary by State and
will not begin until 6/01/2010.

* We will provide specimen forms and
additional information on both the
implementation schedule and State specific
changes as filings are approved.
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States Expected to Implement
Effective 6/01/10

Alabama ldaho Minnesota New Mexico Tennessee
Arizona Illinois Missouri North Carolina Utah

Arkansas Indiana Montana Ohio Vermont
Colorado Kentucky Nebraska Oklahoma Washington D.C.
Connecticut Maryland Nevada Oregon Wisconsin

South Carolina Wyoming
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2010 Key Changes

Adopt ISO 2010 BOP Coverage Form

Exclude Coverage Extensions more appropriately
covered on Homeowners Policy

Exclude employment related practices and
Damage to your work performed by Sub’s

Offer ISO BOP Identity Fraud Expense Coverage
Offer Garagekeepers Coverage
Add New Classes




Key changes to the RLI Home Business coverage related to the ISO forms
portfolio update

COVERAGE CHANGES




Coverage Broadenings & Reductions

e |SO Property Broadenings ¢ Liability Broadenings

— Civil Authority — Add LLC as entity type

— Business Income — Additional Insured Grantor
* |SO Property Reductions of License

— Animals * Liability Reductions

— Civil Authority — Dance & Fitness Instructors

Abuse & Molestation

— Employment Related
Practices

— Barber Beauty Professional

— Utility Services
* RLI Property Reductions
— Coverage Extensions

— Personal Property Off — Damage to Work

Performed by
Subcontractors

Premises




ISO Property Broadenings

* Civil Authority

— The basic coverage period is increased from 3
weeks to 4 weeks.

* Exclusions — Business Income & Extra Expense

— The exception with respect to coverage for loss
caused by or resulting from suspension, lapse or
cancellation of any license, lease or contract will
also apply during the extension of the period of
restoration
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ISO Property Reductions

e Animals

— Covered property does not include animals unless
owned by others and boarded by the named
insured or, if owned by the named insured, only as
stock while inside of buildings.

— Coverage is limited to specified perils and building
glass breakage and then only if they are killed or
their destruction is made necessary.
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ISO Property Reductions

* Civil Authority

— Physical damage from a covered cause of loss
must have occurred within one mile of the insured
premises.

e Utility Services
— Expanded beyond power failure and excludes
failures that originate at the insured location if the
failure involves equipment used to provide the
utility service from another location away from
the described premises.
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RLI Property Reductions

Exclusion — Coverage Extension

— The Businessowners Policy provides coverage
extensions that are not consistent with a home
business operation

* We are deleting coverage for personal effects and

outdoor property — these exposures should be
addressed with a homeowners policy

* We are limiting business personal property coverage at
newly acquired locations to an amount equal to the
highest BPP limit for any location on the policy but not
more than $100,000.
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RLI Property Reductions

* Personal Property Off Premises Limits
Endorsement

— This endorsement is intended to provide coverage
for property temporarily away from the insured
premises.

— We have clarified the scope of coverage by
defining the types of property covered and better
defining where coverage is provided and how long
property may remain off premises and still be
covered




Personal Property Off Premises

* Personal Property Off Premises

— You may extend the insurance provided by this policy to apply to:
* Property you own that is used in your business; or

e Leased personal property which you have a contractual responsibility to
insure, unless otherwise provided for under SECTION | - PROPERTY, A.
Coverage, Paragraph 1.b.(2)

— However, the following conditions must also be met for coverage to
apply:
* The Property must be away from premises you own; and also be either

— 1. In the course of transit, or

— 2. Temporarily at a premises you lease, operate or occupy for less than 90 days in any 12-
month period. As used in this endorsement, any period of lease, operation or occupancy
for less than a day shall be counted as one day.

— The most we will pay for loss or damage under this Extension is the
Limit of Insurance shown in the Declarations for Business Personal
Property. This extension does not apply to "money" and "securities",
"valuable papers and records" or accounts receivable.
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Entity Types

e LLC’s
— We may now use LLC as an insured type

* Trusts

— ISO has added Trusts as a valid entity type
however we have elected not to do so for Home
Business Insurance




RLI Liability Broadenings

 Additional Insured — Grantor of License

— We are introducing a new additional insured optional
endorsement.

* BOP 438

— Paragraph C. Who Is An Insured in Section Il - Liability is amended
to include as an insured the person(s) or organization(s) shown in
the Schedule, but only with respect to their liability as grantor of
a license to you.

* The new form will have the same charge as other Al
endorsements

— Availability dates will coincide with the overall State
Filing and Approval
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RLI Liability Reductions

e Dance & Fitness Instructors

— The BOP 402 Abuse and Molestation endorsement
will be applied to all new and renewal policies.

* We are eliminating the Dance Instructor class in Kansas
and New Jersey (where the exclusion is not approved)

 The Fitness Instructor Class was never made available
in these States.




Liability Reductions

Employment Related Practices Exclusion

— BP 04 17 01 10 will be applied to new and renewal
policies.

* This endorsement excludes bodily injury and personal
& advertising injury arising out of refusal to employ,
termination of employment and other employment-
related practices.
— This is an ISO form but it was not previously

applied to Home Business Policies.
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Liability Reductions

* |SO Barbers & Beauticians Professional Liability

— BP 08 01 01 10 - The Professional Liability
endorsement has been revised to define covered
services

* Exclusion — Damage To Work Performed By
Subcontractors On Your Behalf

— This endorsement removes the exception to the
exclusion for work performed by a subcontractor.

— This is a new ISO form that will be applied to Home
Business Policies.
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Subcontractors & Workmanship

* The BOP and GL policies exclude workmanship
with multiple property damage exclusions
including

— Damage To Your Work

"Property damage" to "your work" arising out of it or
any part of it and included in the "products-completed
operations hazard".

* This exclusion does not apply if the damaged work or
the work out of which the damage arises was
performed on your behalf by a subcontractor.
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General Contractor / Sub Contractor

* Impact of this change:

— The new endorsement, Exclusion — Damage To Work
Performed By Subcontractors On Your Behalf, removes
the exception which was highlighted in red.

— Eligible Home Businesses should generally not be
subcontracting this type of work. The exposure is
more common in contractors.

— Where the exposure occurs, we do not wish to
provide coverage for workmanship of sub-contractors.
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Other Coverage Changes

* Pet Sitting * Professional Liability
— Now also applicable to Exclusion
plant sitting — Changes in the ISO BOP
— Pet Boarding is not an coverage form required
eligible operation as editorial changes in our
reflected in the class endorsement.
description.

e The endorsement now
excludes coverage for
boarded animals.




Pet Sitting Details

* The BOP 428 has been re-named the Pet Sitting & Plant Care Services
Endorsement

— The endorsement now excludes animals boarded by you from the coverage
extension.

* Limited coverage for animals owned by others and boarded by you is provided under the
business personal property section of the revised BOP policy.

— Class Description

* Pet ssitting at the customer’s home. Eligible services while pet sitting include: pet walking;
poop scooping services associated with sitting or walking; and transportation of animals
as included in the pet sitting service. Sitters will feed, exercise and otherwise care for
animals belonging to others. They may take the animals to scheduled veterinary
appointments. Sitting durations may be days, weeks or longer comprised of short
frequent visits to or overnight stays in the customer’s residence.

* Thisclass is limited to animals held as “PETS”. Animals held as farm or breeding stock
(i.e. dog breeders, livestock farms) are not eligible. Ineligible services include house
sitting mdependent of pet sitting; pet grooming; pet boarding; “doggie day care”; and
poop scooping businesses independent of pet sitting. t SU  aAUUAY 3 T N2 Y
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written for this class.
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Professional Liability Details

* The Professional Services Exclusion in the ISO
coverage part has been revised to add
language that expressly addresses claims
alleging negligence or other wrongdoing in the
hiring, employment, training, supervision or
monitoring of others by an insured.

 The ISO change required editorial changes in
the RLI proprietary endorsement to mesh with
the format of the coverage form.
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ISO Endorsement BP 14 01 01 10 will be available on an optional basis
where our rates are approved

IDENTITY FRAUD EXPENSE - NEW
OPTIONAL COVERAGE




ldentity Fraud Expense Coverage

* This optional endorsement will provide a
525,000 aggregate limit for identity fraud
expense coverage and a $5,000 aggregate
limit of coverage for additional advertising
expenses incurred by the named insured to
generally restore the insured’s reputation
after an event of identity fraud.




Coverage Trigger

e ..result of all acts of “identity fraud” first
discovered or learned of during the policy
period.

— You can think of the first discovery as the date of
occurrence for this coverage.




What is ldentity Fraud

e "Identity fraud"” means the act of knowingly
transferring or using, without lawful authority,
a means of identification of your business, as
described in the Declarations, with the intent
to commit, or to aid or abet another to
commit, any unlawful activity that constitutes
a violation of federal law or a felony under any
applicable state or local law.
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Examples of Covered Expenses

Costs for notarizing affidavits or similar
documents attesting to fraud required by
financial institutions or similar credit
grantors or credit agencies.

Costs for certified mail to law enforcement
agencies, credit agencies, financial
institutions or similar credit grantors.

Costs for obtaining credit reports.

Lost income resulting from time taken off
work to complete fraud affidavits, meet with
or talk to law enforcement agencies, credit
agencies and/or legal counsel, up to a
maximum payment of $250 per day. Total
payment for lost income is not to exceed
$10,000.

Loan application fees for reapplying for a

loan or loans when the original application is
rejected solely because the lender received
incorrect credit information.

Reasonable attorney fees incurred as a result
of "identity fraud" to:

— Defend lawsuits brought against you by
merchants, vendors, suppliers, financial
institutions or their collection agencies;

— Remove any criminal or civil judgments
wrongly entered against you; and

— Challenge the accuracy or completeness of
any information in a consumer credit report.

Charges incurred for long distance telephone

calls to merchants, vendors, suppliers,
customers, law enforcement agencies,
financial institutions or similar credit
grantors, or credit agencies to report or
discuss an actual "identity fraud".




ldentity Fraud Expense Rates

* We expect a $40.00 per policy charge for this
optional coverage.




Identity Fraud Underwriting

* |f the applicant selects the optional Identity Fraud
Expense Coverage,

— They will need to answer whether there is any reason
to believe that the business or any of its owners,
officers, partners or employees have been a victim of
identity theft in the past 5 years.

* If the answer is no, coverage will be provided.

 If the answer is yes, the applicant must submit a statement
regarding the scope of the incident and how it has been
resolved.

— This will need to be reviewed by an underwriter prior to our
binding coverage.




A new optional coverage for Home Business Insurance Customers

GARAGEKEEPERS COVERAGE
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Garagekeepers Coverage BOP 433

* Where approved, Garagekeepers coverage will
provide optional coverage to insureds who
temporarily take possession of not more than
four customer autos in the normal conduct of
their business.

* |t provides protection for loss or damage to
customers’ autos while in the insured’s care,
custody or control.




Garagekeepers Coverage

* This does not provide auto liability coverage
for operation of a vehicle.

— There is no coverage if you hit something or
someone with the customer’s vehicle.

* |t does cover physical damage to the
customer’s vehicle subject to the exclusions
and limitations.




Garagekeepers Exclusions

* Contractual Obligations

* Theft — “Loss” or damage due to theft or
conversion caused in any way by you or any
other insured.

* Defective Parts
* Faulty Work
* War, etc.




Garagekeepers Exclusions

* We will not pay for “loss” to any of the
following:
— Sound equipment unless permanently installed
— Tapes, records, etc.

— Two way radios or phones unless permanently
installed in the dash or console normally used by
the manufacturer for radio installation

— Radar or other detectors
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Garagekeepers Coverage

* Coverage will be provide for comprehensive
and collision causes of loss at $30,000 or
S60,000 limits

 There is a choice of coverage basis
— Legal Liability
— Direct Coverage — excess over customer’s policy
— Direct Coverage — primary basis




Coverage Options

* Legal Liability pays only sums you legally must pay.
— This is negligence based coverage.

* Direct excess coverage provides legal liability and it
also applies without regard to legal liability but only on
an excess basis over any other insurance that applies.

— Without negligence, the customer’s physical damage
coverage pays first, then this policy will contribute.

* Direct primary coverage applies without regard to legal
liability and on a primary basis.
— Sometimes called good will coverage. This policy will
respond to damage while in the insured’s care without

regard to who is at fault and without contribution from the
customer’s insurance.




Garagekeepers Coverage

e Deductible

— Comprehensive losses are subject to a $250 per
auto and $1,000 maximum deductible for any one
event.

— Collision losses are subject to a $250 per auto
deductible.




Garagekeepers Locations

e Ratingis per scheduled Garagekeepers Location

e Secondary locations that are not eligible for Business
Personal Property coverage may be eligible for
Garagekeepers Coverage

— Ex. A windshield repair business may add a car wash where
they regularly work on vehicles

e Garagekeepers Coverage will apply away from
scheduled Garagekeepers locations on a limited basis

* Garagekeepers Coverage and Locations do not impact
Business Personal Property Coverage and Locations

R N 7 o

NN




Garagekeepers Coverage

* Coverage away from scheduled locations is
limited to:
— Any location that you do not own or lease on a
monthly or longer basis, where you temporarily

conduct “garage operations” for not more than 30
days in any 12 month period.

* This should be adequate for mobile operations and
short term locations like a one week county fair.

— At least one location must be scheduled in order
to obtain coverage.
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Garagekeepers Eligiblity &
Underwriting

 Up to three locations may be scheduled on the
policy.

* For each location the application will require
— The complete street address

— A brief description of the operations that will be
conducted at that location, and

— A description of the ownership and nature of the
location, such as
* Policyholder’s home
e County Fairgrounds
e Car wash owned by ABC Corporation
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Garagekeepers ITV

* |[n order to ensure adequate Insurance to
Value, we will require $60,000 limits if the
applicant will have two or more vehicles in
their custody at any one time at any one
location.

e Limits must be the same for all scheduled and
unscheduled locations.




Garagekeepers Rates

e Rates will vary significantly by State and by the
Coverage Basis selected.

* The following example is provided for
demonstration purposes only.

e Additional details will be provided as State
filings are approved.




Sample Garagekeeper Rates

Legal Direct Direct Legal Direct Direct
Liability Excess Primary Liability Excess Primary

State 1 155 178 209 258 297 349
State 2 387 446 523 644 740 870




Classes Most Likely to Purchase
Garagekeepers Coverage

Windshield Repair #90

Car Detailer #93

Upholsterer #100

Vinyl / Leather Repair #129
The new Vinyl Lettering Class




Expanded opportunities to write Home Business Coverage

NEW CLASSES

RU 7 e, TN




New Class Titles

DJ’s e New Food Service

Energy Provider Group of Classes

Plant Care and Sales — Beverage Vendor

Food / Product
Demonstrator

— Dessert Vendors

— Hot Dog / Pretzel
Vendors

Pet Accessories
Vinyl Lettering




DJ O S

e Disc Jockey who selects
and plays prerecorded
music for an audience.

Exclusions attached to
all policies written for
this class

— Intellectual Property
Hazard Exclusiosnd

— Personal & Advertising
Injury Exclusion and

— Abuse Molestation
Exclusion




Energy Provider

Sells energy back to the power
grid from home by means of
geothermal, solar panels,
wind, hydroelectric, or tidal.

Alternately, may sell energy
contracts if not an energy
producer.

Note: Failure to Supply
Exclusiorand Limitationg
Energy Equipment as Business
Personal Propertyill be
attached to all policies written

for this class.

e Failure to Supply exclusion

— Similar to the GL exclusion of
the same name

* Limitation — Energy Equipment
as Business Personal Property

— Extends limited coverage for
property used by you to
provide energy even if made
part of a building or structure
but only if no other insurance
(such as the Homeowners
Policy) applies




Plant Care and Sales

* Maintenance & watering of e Pet ssitting and plant care services
plants in homes & businesses. are often combined activities.
Includes the growing and/or * The rates and coverage
selling of potted plants. Exterior endorsement allow for either
work other than watering is not operation individually or the two
eligible under this class. operations combined.

* When reviewing applications * If both operations are present list
watch for plant maintenance as primary and secondary classes.

which may indicate an industrial
janitorial or “physical plant”
maintenance service rather than
care for live plants.

* Note: Pet Sitters and Plant Care
Services Endorsemenntill be
attached to all policies written for
this class.




Food / Product Demonstrator

Consists of individuals
— preparing and serving samples of
foods at supermarkets or

— demonstrating samples of
personal care products at
malls/retail locations.

They may only demonstrate these
foods/products.

— They may not manufacture, sell, or
guarantee any foods/products.
Medicinal products, wellness
products, weight loss products,
and magnetic (health) items are
not eligible for
demonstrations/samples.

The demonstrator you see at your
local store may be a store
employee or an employee of the
product manufacturer or
distributor. Neither would be
eligible for coverage.

Eligible businesses are
independent contractors who
accept work demonstrating one
or more products. They may
regularly demonstrate at a single
location but their principal
business location is their home.

Standard limitation the duration
of off premises business personal
property coverage apply.




Pet Accessories

e Sale of pet accessories.

— No manufacturing. Items may be engraved or
personalized by the applicant.

— Accessory items for exotic pets or farm animals
are not eligible under this class.

* Exclusions attached to all policies written for
this class
— Intellectual Property Hazard Excluseom
— Selected Products Liability Exclusion
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Vinyl Lettering

* Consists of individuals who specialize in the
act of making signs from vinyl lettering;
including installation on store front windows
and vehicles.

— Sign erection is not eligible under this class.

— Question #7 on the application will be updated to
reflect vinyl lettering as an acceptable installation
risk.




New Food Service Classes

Beverage, Dessert and Hot Dog / Pretzel Vendors




Important Coverage Information

e The Food Contamination and Selected Products
Liability Exclusion will be attached to all policies
in the three new food service classes.

— This endorsement adds back some of the property
coverage removed by the virus or bacteria exclusion.

— |t also limits the products-completed operations
coverage to a list of eligible products.

e This is a summary of our proposed form.
Specimen forms with complete details will be
made available as approvals are received.




Property Coverage for Food
Contamination

e If your business at the described premises is ordered closed by the
Board of Health or any other governmental authority as a result of
the discovery or suspicion of "food contamination”, we will pay:

— Your expense to clean your equipment as required by the Board of
Health or any other governmental authority;

— Your cost to replace the food which is, or is suspected to be,
contaminated;

— Your expense to provide necessary medical tests or vaccinations for
your infected employees. However, we will not pay for any expense
that is otherwise covered under a Workers' Compensation Policy;

— The loss of Business Income you sustain due to the necessary
“suspension” of your "operations"”. The coverage for Business Income
will begin 24 hours after you receive notice of closing from the Board
of Health or any other governmental authority; and

— Additional advertising expenses you incur to restore your reputation.
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Property Coverage for Food
Contamination

* For the purposes of this endorsement, Business Income
has the same meaning given in Additional Coverage f.
Business Income.

* For all occurrences during the policy term, the most we
will pay for all loss under this endorsement, including
Business Income, is S5,000.

 We will not pay any fines or penalties levied against
you by the Board of Health or any other governmental
authority as a result of the discovery or suspicion of
"food contamination"” at the described premises.
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Products-Completed Operations
Exclusion

* The endorsement excludes bodily injury and

property damage included in the P/CO hazard
and arising out of the insured’s products.

 There is an exception for those products listed
on the endorsement.

* The list is a static portion of the form and may
not be expanded or modified.




Listed Product Exceptions (Defines
Covered Products)

Non-alcoholic beverages

Pre-cooked foods that may
require heating, baking,
assembly, proportioning or
dispensing for sale but which
could be safely consumed as
purchased by you without
further preparation by you

Baked or fried dessert items
which do not include meat,
seafood, fruits or vegetables,
such as funnel cake, elephant
ears, fried dough and churros

Dip-n-dots, prepackaged ice
cream snacks and other ice
cream and ready to eat frozen
desserts not made by you

Shaved ice and snow cones

Chip, cookies and other foods
that when purchased by you
are already packaged for retail
sale and remain sealed in their
original packaging when sold
by you.




Class Descriptions

e Beverage Vendor: Preparing and selling of cold and hot non-
alcoholic beverages.

 Dessert Vendors: Preparation and sale of dessert items such as
Funnel cake, elephant ears, fried dough, churros. Sale of Dip-n-dots
and ice cream. Sale of other dessert items provided that when
purchased by the applicant they were already packaged for retail
sale and they remain sealed in the original packaging. Homemade
ice-cream is not eligible.

 Hot Dog/Pretzel Vendors: Sale of hot dogs, corn dogs or pretzels.
Applicant may also sell other foods provided that when purchased
by the applicant they were already packaged for retail sale and they
remain sealed in the original packaging. No other products allowed
under this class.
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Class Descriptions

* A complete set of class descriptions for both
new and existing classes will be included in a
future update.




Direct Questions to:

Paul Harris, CPCU, ALCM
AVP Specialty Markets

RLI Insurance Company
9025 N Lindbergh Dr
Peoria, IL 61615-1431

(309) 689-8686
paul.harris@rlicorp.com

No coverage is provided by this summary nor can it be constructed to replace any provisions of your policy or endorsements. You
should read your policy and review your Declarations Page for complete information on the coverages you are provided. If there is
any conflict between the policy and this summary, THE PROVISIONS OF THE POLICY SHALL PREVAIL.
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