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Extra Expenses and Business Interruption Coverages

Michael Sean Quinn and Pamella A. Hopper®

First party insurance policies often insure against
extra expenses, as they are often called both in the
policy and in trade jargon. Generally speaking, an
extra expense is an amount that needs to be spent in
order to accomplish some other purpose. As a general
rule, the purpose to be accomplished is to avoid states
of affairs which would trigger or increase coverage the
insurer would have to pay. The main trouble with extra
expense coverage is that it is not the kind of insurance
with which pretty much everybody has atleast arough
and ready understanding. It also contains twists and
surprises. Finally, property policies are, in some parts,
not terribly well written, and if there were a race
towards awkward prose, extra expense coverage
would come in second, at best.

1. Introduction

Certain types of expenses are covered in many
sorts of insurance contracts. Precisely which expenses
are intended to be covered depends on the type of
contract and the wording of a specific contract. Such
coverage is to be found in both first party policies and
liability policies. The amount of coverage provided is
sometirnes precisely calculable with exactitude down
to the last penny. Sometimes it has to be estimated.
Here we restricted ourselves to one type of first party
coverage—indemnity for lost business usually caused
by some sort of covered first party loss. Calculations
in this area of insurance are often not capable of

absolutely precise determination.

Business Interruption Coverage. Consider,
for example, coverage for business interruption, flows
of business income, and the like. “Extra expense
insurance is designed for those businesses that simply
cannot allow a physical damage loss to cause a
shutdown of operations. . . . Continuity

of service is the key to success for those
businesses . . . "1 This form of coverage, years ago,
was called “use and occupancy insurance.” It is now
often attached to or made part of commercial
property insurance. “[E]xtra expenses are typically
incurred either to reduce loss of sales or to shorten
the restoration period.”

Suppose an insured sells widgets for $5 apiece,
which it manufactures for $3 each. Suppose after a
fire, it can no longer manufacture widgets, but can buy
them on the open market wholesale in large
quantities for $4 apiece. Suppose that the insured can
sell all the widgets it buys for 85 apiece. If the insured
had standard extra expense coverage attached to
business interruption coverage, the insured would
probably be able to recover $1 apiece from its
insurance company for the widgets it bought
wholesale instead of making them. Extra expense
coverage is for eliminating or reducing losses only.4
Generally speaking, other things being equal, extra
expenses coverage is only for expenses actually
incurred.® Thus, it conforms to the Principle of
Indemnity6 This is true even though an insured’s

1. James R. Robie, Michael . O’Neill, and Richard C, Bennett, Busizess Interrupiion and Indirect Loss, PROPERTY INSURANCE (Steven
Cozen and James O'Connor, Eds., 1998). . -

2. See Nat'l Union Fire Ins. Co. v. Anderson-Prichard OilCorp., 141 F.2d 443 (10th Cir. 1944); Puget Sound Lumber Co. v, Mechan-
ics’ & Traders’ Ins. Co., 10 P.2d 568 (Wash. 1932). .

3. David A, Borghesi, Business Interruption Insurance—aA Business Perspective, I7 NOVA L. REV. 1147, 1160 (1993). See Robert M.
Morrison, Alan G. Miller & Stephen J. Paris, BUSINESS INTERRUPTION INSURANCE: FTS THEQRY AND PRACTICE (1986). “Extras are often
referred to as “expediting expenses.’ They fall into three categories: those that speed up the resumption of operations, those that
continue operations during the period of interruption but at a higher than normal cost, and those incurred, after operations are
resumed, to refill inventory.” 4. at 59.

4.See A Miller & Co. v. Cincinnati Ins. Co., 577 N.E.2d 835 (1il. App. 1991) (stating that extra expense coverage is only for additional
expenses undertaken to keep a business going; it is not for all of the expenses, including those expenses which would normally be
involved in replenishing inventory); Northwestern States Portland Cement Co. v, Hartford Fire ns. Co., 360 F.2d 531 (B'h Cir. 1966)
(stating that extra expense coverage is not for enriching insureds that have losses; it is to pay for the losses but only the losses);
Puget Sound Lumber Co. v. Mechanics’ & Traders’ Ins. Co., 10 P.2d 568 (Wash. 1932) (stating that extra expense coverage is not
designed to cover continuing fixed charges which are ongoing after a loss).
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entitlement to business interruption and refated extra
expense losses often must be estimated.
Significantly, under most insuring arrangements
like the one hypothesized, the insured has a duty
under the insurance contract to obtain substitute
widgets, if economically feasible, This duty either is
or is like the duty to mitigate.” Sometimes, extra
expenses are called “expediting expenses."8 Not all
expediting expenses are covered, and none are
covered when they are undocumented.? Ifan insurer
is going to be required to pay for actual expenses,
there must actually be coverage for them. Some
courts have said that expenses incurred by an insured
to eliminave or reduce business interruption coverage
are not covered without explicit extra expense
coverage. Thus, if an insurance policy covers a
particular risk, for example, the loss of rent, and the
insured landlord avoids any loss of rent by
extraordinary diligence [so that] the building was
repaired so speedily that there was no actual loss of
rent{,]” there is no coverage for the expenses.10

As indicated, extra expense coverage can arise in
many sorts of policies and from many kinds of losses.
As we saw in the characterizations of extra expenses
to be found in the text of Note 7, extra expenses can
be tied to physical losses as well as to business
interruption losses. It is standardly associated with
business interruption coverage, however.l! This is
where the name “extra expense coverage” usually
appears. Consequently, as stated, we will restrict
ourselves and focus on that. Under virtually all
circumstances, extra expense coverage is onl
contingently related to other kinds of coverage;!
insureds need to ask for and think about it separately;
and insureds may cancel it without canceling other
coverages.

Extra expense provisions have a variety of
features, Some of them are subject to policy limits;
some of them are not, Some extra eXpense Coverages
are in addition to policy limits. Some extra expense
coverages require that the insurer si§n off on the
insured undertaking those expenses;**%some do not.

5. Royal Indem. Co. v. Little Joe’s Catfish, Inc., 636 5.W.2d 530, 534-35 (Tex. App—San Antonio 1982, no writ).

6. Robert E. Keeton and Alan L. Widiss, INSURANCE LAW, 134-35 (1988).

7. The insured “ {p]laintiff now presents the anomalous claim that the action required of it in seeking to mitigate damages by divert-
ing merchandise actually resulted in fucreasing those damages. Expenses in mitigation of damages must be made in the reasonable
expecration of reducing the recovery below the amount of the loss; expenditures which results in an increased loss cannot be just-
fied, Such aclaim strips the business interruption insurance coverage of any rational meaning.” Howard Stores Corp. v. Foremost
Ins. Co., 441 N.Y.8.2d 674, 675-77 (App. Div. 1981).

8. Cotton Bros. Baking Co. v. Industrial Risk Iisurers, 941 F.2d 380, 386 (ST Cir. 1991). Then again, sometimes expediting expenses
are distinguished from exira expenses. In one property policy, which did not contain business interruption provision, there were
separate coverages for expediting expenses and extra expenses. Here is the language for the expediting expenses: “We will pay the
reasonable and necessary extra costs of emergency and temporary repair 1o orreplacement of covered property due 1o direct phys-
ical loss or damage from covered causes of 10ss and the extra costs of expediting the permanent repair or replacement of your lost
or damaged property, including overtime, express freight, or other rapid means of transportation.” In contrast, extra expenseswere
covered as follows: “We will pay for the addirional reasonable and necessary expenses you incur in an effort to continue normal
operations which are interrupted due to direct physical loss or damage from covered causes of loss to covered property. Additioal
expenses means that amount spent 1o continue your operations over and above the expenses you would have incurred had there
been no loss or damage. We will pay those additional expenses during the time it would require with the exercise of due diligerce
and dispatch to rebuild, repair, or replace the damaged or destroyed property.”

5. Fold-Pak Corp. v. Liberty Mut. Fire Ins. Co., 748 . Supp. 49 (W.D.N.Y. 1992),

10. Hartford Fire Ins. Co. v. Northern Trust Co., 906 WL 1973 (Iil. App. 1906).

11. See Lyon Metal Prods., LLC. v. Protection Mut. Ins. Co., 747 N.E.2d 495 {Jil. App. 2001

12, Policy provisions providing a per diem for business interruption losses did not provide extra expense coverage. Studley Box &
Lmber Co. v. National Fire Ins. Co., 154 A. 337 (N.H. 1931).

13. When an insurer deletes extra expense coverage, notifies the policyholder of its action, and there was evidence that the policy-
holder “specifically rejected extra expense coverage and is working to relieve itself of the burden of . . . premium payments{,}” there
was evidence to support a verdict denying an insured an extra expense claim under its business interruption policy. Western Am,,
Inc. v. Aetna Cas. & Sur. Co., 915 F.2d 1181, 1185 (8™ Gir. 1990).

14. If a contract of insurance provides coverage for extra expenses when the insurer requires that they be undertaken, for example,
to obtain machinery, duplicate parts, additional stock, and so forth, the insured has no right to recover for extra expenses under the
policy, if it incurs the expenses and the insurer did not require them. Ocegn Acc. & Guar. Corp. v. Penick & Ford, 101 F.2d 493 (8‘1'l
Cir. 1939). Contracts of insurance must be read carefully on this peint to determine what is required and what is simply possible,
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At the same time, virtually all policies require that the
exira expense cither be reasonably related to
accomplishing the purpose for which it is made or
necessary to that purpose. Probably, there is no
substantial difference, as a practical matter, between
the concepts inherentin these italicized phrases, even
though they are theoretically quite distinct.'> Notice
that the language of the policy requires that the extra
expense actually be either necessary or reasonably
related to the purpose. Thus, if a business undertakes
an expediting project, and it fails, there would
technically be no coverage. ™ From one point of view,
this approach isa good idea: it encourages businesses
to think carefully about how to respond to disasters.
On the other hand, the failure of a reasonable and
soundly conceived expediting expense to achieve a
goal would “just be one of those things.”

Perhaps policyholders are best protected under
these circumstances if insurers are induced to
authorize or at least consent to such expenditures. It
might even be better for the insured if the insurer is
asked to authorize or consent, and it refuses. Itseems
to us that ifinsureds ask insurers for advice, direction,
consent, information, or help, and the insurer refuses
it, juries will, at a later time, be less patient with the
insurer. As a litigation-trial strategy, counsel for
policyholders should try to set up as a theme of the
case that extra expense insurance involves a number
of subtle reshiftings back to the insured of risks which
one would expect to be on the insurer. Ifthe insurer
refuses to be helpful in the adjustment process, this
would be another example of reshifting, albeit of a
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different type. Policyholders should attend to (and
save) insurer sales literature, mission statements,
newsletters, statements of inspectors, and so forth,
Because extra expense coverage is standardized,
because it is abstract in certain ways, and because it is
sold in a great variety of industries, care must be
utilized in applying the coverage. This requires a
balanced approach, First, it must be acknowledged
that insureds may be tempted to exaggerate extra
expenses. For this reason, courts understand that
“[a]n insured’s claimed expenses should be carefuily
scrutinized.”” Second, general terms providing for
extra expense coverage in an insurance policy must
be read in light of the insured’s industry. Example
One: An extra expense policy may have to be read in
light of how the restaurant business works, if the
underlying physical—say fire-loss is at a restaurant.!8
Example Two: If an insurance policy provides
coverage for controlling blowouts, expenses incutred
for “fishing” and “whipstocking” are within the
purview of the term “control.” Sirnilarly, expenses for
employing available workers to assist in the removal
of debris and in preparing the wellhead for “control”
operations are within the purview of activities
designed to bring the well under control. The
language and concepts come from the proper care
and use of drilling rigs. The court refers to this as a
“pragmatic approach.”'® The first step of such a
pragmatic approach is to learn the meanings of the
key terms, “fishing” and “whipstocking.” The
meanings of these terms is here unimportant. In fact,
our point ¢an best be made to those who do not

15. See Insurance Co. of N. Am., Inc. v. U.S. Gypsum Co., 870 F.2d 148 (4‘1" Cir. 1589). Here, fixing a damaged building would have
been more expensive than replacing it at another site, “the cost of relocating and rebuilding were fully recoverable.” /d. at 153.

16. American Alfiance Ins. Co: v. Releket X-Ray Corp., 248 F.2d 920 (6™ Cir, 1957). “Had the plaintiff shown that the period of op-
eration had been shortened by the use of overtime labor at premium wages, for example, then the premium wages would be allow-
able up to the point by which the liabilities of the insurers under the business interruption policies had been reduced. The record
is devoid of evidence to this effect. In the absence of evidence showing that the expendires had actually reduced business income
losses, the district court was in error in allowing any decontamination expenses as expense incurred to reduce the loss under the
business interruption policies.” 4 at $30-31.

17. Atlantic Richfield Co. v. Underwriters at Lioyds London, 398 F. Supp. 708, 718 (S.D. Tex. 1975). Kevin M. Quinley has written
an extremely interesting book for adjusters (and those interested in insurance ethics) entitled WELL ADJUSTED: 185 SUCCESSFUL TIPS
FOR THE ADJUSTER'S CAREER (2001). Tip number 127 reads as follows: “It's amzzing how profitable a business carrying time-element
coverage was after it has bumed to the ground! This too is a cunning joke among loss adjusters. The most unprofitable busines s
dangling for survival by a thread often is magically transformed into a profitable enterprise by the time the fire claim is submitted to
the insurer.” I, at 132.

18. Lesington Ins. Co. v. Island Recreational Dev. Corp., 706 8.W.2d 754 (Tex. App.—Beaumont 1986, writ refused n.r.e)), Because
of the generality of the policy and the awkward fit between the language of the contract and the restanrant business, the court im-
plied—or at least hinted--—that the policy should be treated as ambiguous.

19.7d. at 718-19,
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understand the terms. Qur point is that insurers must
learn the jargon of the trades they_ insure.

Determining which extra expenses are covered -

requires understanding significant facts about the
business insured.

Sometimes there is confusion as to whether the
price of a new piece of equipment should be treated
as property damage only or as property damage plus
an extra expense. This will vary with the
circumstances 2% The use of a lease-purchase plan
followed by a purchase may solve this problem under
some circumstances. We have notlocated case law to
this effect, however.

II. Road Map From Here

In the rest of this paper, we will analyze the key
features of a standard business interruption-related
extra expense proviso; we will analyze and critique a
recent case; and we will formulate a list of steps
policyholder lawyers and risk managers might take in
trying to minimize dangers they might face in dealing
with extra expense claims. Throughout our analysis
it should be kept in mind that extra expenses will be
at once standardized and diverse.- Thus, extra
expenses can include rents for alternative Jocations,
extra compensation for overtime work, and so forth.
On the other hand, they may be unusual. Thus, a
business which depends upon telephones, may have
extraordinary expenses for new phones, new phone
lines, short-term phone line rentals, and so forth.21
(Imagine how dangerous this could be in the high-
tech, computer age.) Furthermore, although extra
expenses may be more precisely quantifiable than
business interruption losses, they may sill be subject
to some estimation in the end? This will be
especially true when anomalous expenses have to be
divided between those caused by overt hazards and
those caused by hazards which are not covered. (Such
allocations must be performed if business interrup-

tion policies are legally required to pay23)

Ostensible extra expenses bear scrutiny. Consid-
er, for example, asituation in which the value of leased
equipment is paid for under the property damage
section of the policy. When that happens, accelerated
lease payments might not be an actual expense made
to return the insured to normal business operations.
Afterall, the insurer will have already paid for the value
of the leased equipment. Business interruption
insurance, like virtually all forms of insurance, is not
designed to create windfalls for insureds.2¢

Extra expenses also bear scrutiny because
conceptualizing them is highly abstract, intimately
related to accounting, and frequently determined by
deceptively innocent looking contract language.
There is also a striking difference in attitude between
insureds and insurers with respect to how to think
about them. Insureds tend to begin with losses,
whether incurred or avoided, and work from there.
(We call this the “Down Method,”) Insurers begin
with extra money spent after an insured loss and go
from there. (We call this the “Up Method.”) This
difference in approach can lead to strikingly different
results and to mutual suspicion. Consider the well-
known Eastern Associated Coal case.?> In this well-
known case, the insured lost 2 coal mine to a fire for
a year. It had to obtain coal from outside brokers in
order to comply with supply contracts. Because ofan
international incident (to-wit: an oil embargo) the
price of coal from brokers rose dramatically. The
question in the case was whether those kinds of extra
expenses were covered. The court thought not. In
this case, the insured began with its losses and
reasoned downward. In contrast, the insurer began
with actual expenses, the language of the contract,
and built up from there. The court sided with the
insurer.? Quinn-Hopper Questiori: How would the
Island Recreational Development court have decid-
ed this case?”’

20. Cotton Bros. Baking Co. v. Industrial Risk Insurers, 941 F.2d 380, 386 (5™ Cir. 1991), affd as modified, 941 F.2d 380 (5 Cir,

1991).

21, American Metal Imaging Corp. v. St. Pawl Fire & Marine Ins. Co., 749 F.2d 690, 693 {S’d Cir. 1991).

22.1d. ar 694,

23, Hart-Bartlett-Sturdevant Grain Co. v. Aetna Ins. Co., 293 SW.2d 913 (Mo. 1956).
24, Fireman’s Fund Ins. Co. v. Mitchell-Peterson, Inc., 578 N.E2d 851 (Ohio App. 1989).
25. Eastern Assoc. Coal Corp. v. Aetna Cas. & Sur. Co., 632 F.2d 1068 (3™ Cir. 1980).
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HI. A Fairly Typical Extra Expense Provision

Here are two fairly typical extra expense
provisions in the business interruption (or, loss of
business income) component of commercial proper-
ty policy. They bear careful reading. One is quite
general. One is rather more specific.

A. The Quite General Clause.

Sometimes, extra expenses clauses are quite
general and proceed with only 2 few words. We have
already referred to the Fastern Associated Coal case.
Here is the extra expense provision from that policy.
It occurs in the context of a business interruption
proviso. The proviso provides coverage for the
“actual loss sustained by the assured directly
resulting from [an insured) interruption of business .

Due consideration shall be given to the
continuation of normal charges and expenses,
including payroll expense, to the extent necessary to
resume operations of the Assured with the same
quality of service which existed in the immediately
preceding loss.”  Coverage includes expenses
incurred to reduce such losses. These are said to be
the following:

Any and 2ll expense incurred by the Assured
to reduce loss hereunder is covered by this
insurance to the extent only of the loss which
would have been sustained had such expense
not been incurred.

Notice how general and abstract the language of this
policy is. It is made more abstract by the fact that the
really key language of the policy has not yet been
cited. Itisactually in a somewhat different section of
the policy. In the other section of the policy, the
contract announces that business interruption
coverage is insurance against “loss of earnings.” The
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concept of earnings is then defined as the “[t]otal net
sales value of production[.]”

B. An Elaborately Specific Provision.

Other commercial property policies containing
business interruption sections have quite specific
extra ‘expense provisions. It is an iron-clad law of
language that the more specific and elaborate the
description or prescription is, the more words it takes
to express it. In any case, here is an exemplar of a
more specific extra expense provision.

Insuring Agreement. If Loss of Income

Coverage is shown in the Declarations, we will
pay:

1. for the actual loss of “business income” you
sustain due to the pnecessary suspension of
your “operations” during the “period of
restoration.” The suspension must be caused
by accidental direct physical loss to property
at the described premises, including personal
property in the open (or in a vehicle) within
100 feet, caused by an insured loss,

2. any necessary “extra expense” to avoid or
minimize the suspension of business and to
continue “operations™;

a. at the described premises; or

b. at replacement premises or at temporary
locaticns, including relocation expenses and
costs to equip and operate the replacement
or temporary locations;

to the extent it reduces the amount of the
“business income” loss that otherwise would
have been payable under this coverage

26. The court formulated the issue in terms of whether the contract authorized new expenses. It thought not. The court also
thought that extra expenses to be paid for under the contract were expenses incurred to reduce an insured loss. The purchase of
coal from brokers did not reduce the insured loss, because these expenses have resulted from the ofl embargo and not from the
fire of the mine. Thus, the contract mandated payment for extra expenses incurred in repairing the mine more rapidly, but notin
complying with 2 supply contract when the cost of compliance resulted from international relations, and not from a physical loss.
It is interesting to observe that lawyers for insurers tend to see Eastern Associated Coal as correctly decided, whereas lawyers for

policyholders tend to view it as mistaken,

27. For an interesting example of the difference berween the policyholder’s Down Approach to a loss accounting, in contrast with
the insurer’s Up Approach to a guide for extra expense losses, see Fold-Pak Corp. v. Liberty Mut. Fire Ins. Co., 748 F. Supp. 49, 5%

56 (WD.NY. 1992).
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caused by an insured loss;

3. any necessary “extra expense” to minimize
the suspension of business if you cannot
continue “operations” to the extent it reduces
the amount of the “business income” loss that
otherwise would have been payable under
this coverage caused by an insured loss; and

4. any necessary “extra expense” to”
a. repair or replace any property; or

b. research, replace or restore the lost
information on damaged valuable papers
and records;

to the extent it reduces the amount of the
“business income” loss that otherwise would
have been payable under this coverage
caused by an insured loss.

We will only pay for loss of “business income”
or “extra expense” that occurs within 12
consecutive months after the date of
accidental direct physical loss caused by an
insured loss.

Definitions. When used in this coverage:

1. “business income” means the net income
(net profit or loss before income taxes) that
would have been earned or incurred and
continuing normal operating expenses,
including payroll, incurred during the “period
of restoration”; * * *

3. “extra expense” means NeCessary eXpenses
you incur during the “period of restoration”
that you would not have incurred if there had
been no accidental direct physical loss 1o

property;

4. “operations” means the type of your
business activities occurring at the premises
shown in the Declarations;

5. “period of restoration” means the period of
time that

102

a. begins with the date of accidental direct
physical loss caused by an insured loss at the
described premises; and

b. ends on the date when the property at the
described premises should be repaired,
rebuilt or replaced with reasonable speed
and similar quality.

“Period of restoration” does not include any
increased period required due to the
enforcement of any law that regulates the
construction, use or repair, or requires the
tearing down of any property. The expiration
of this policy will not cut short the “period of
restoration.”

Limitations. . . .

2) [6] If you fail to use all available means to
eliminate unnecessary delay and do not
resume normal “operations” as promptly as
possible, we will reduce the amount of your:

¢. “business income” loss, other than “extra
expense,” to the extent you can resume your
“operations,” in whole or in part, by using
damaged orundamaged property (including
merchandise or stock) at the described
premises or elsewhere;

d. “extra expense” loss to the extent you can
return  “operations” to normal and
discontinue such “extra expense.”

2) [7} We will pay for the actual loss of “business
income” you sustain and necessary “extra expense”
caused by action of civil authority that prohibits access
to the described premises due to the accidental direct
physical loss to property, other than at the described
premises, caused by an insured loss. This coverage will

apply for a period of up to two consecutive weeks from

the date of that action. . ..
Loss Determination. . . .

2. The amount of “extra expense” loss will be
determined based on:

a. all expenses that exceed the normal




operating expenses that would have been
incurred by “operations” during the “period
of restoration” if no accidental direct physical
loss had occurred. We will deduct from the
total of such expenses:

1. the salvage value that remains of any
property bought for temporary use during
the “period of restoration,” once
“operations” are resumed; and

2. any “extra expense” that is paid for by
other insurance, except for insurance that is
written subject to the same plan, terms,
conditions and provisions as this insurance;

b. all necessary expenses that reduce the
“business income” loss that otherwise would
have been incurred.,

Exclusions. We will not pay for:

1. any “extra expense” orincrease of “business
income” loss caused by:

2. delay in rebuilding, repairing or replacing
the property or resuming “operations,” due
to interference at the location of the
rebuilding, repair or replacement by strikers
or other persons; or

b. suspension, lapse or cancellation of any
license, lease or contract. But if the
suspension, lapse or cancellation is directly

- caused by the suspension of “operations,”

we will cover such loss that affects your
“business income” during the “period of
restoration™;

2. any “extra expense”™;
a caused by suspension, lapse or

cancellation of any license, lease or contract
beyond the “period of restoration”; or
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b. to repair or replace any property or
research, replace or restore the lost
information on damaged valuable papers
and records that does not reduce the
amount of “extra expense” otherwise
payable under this coverage.

3. any other consequential loss; or

4. loss caused by seizure or destruction of
property by order of governmental authority.
But we will pay for acts of destruction ordered
by governmental authority and taken at the

time of a fire to prevent its spread.®®

Most of our discussion from hereon will focus on the
more elaborate of the two provisions quoted. When
we refer to “our exemplar” we will be referring to that
provision.

IV. Discussion and Analysis

“Necessary.” In the loss of business income
coverage just quoted at length in our section I1B,,
there is coverage for the actual loss of net income
during a certain period, and there is coverage for extra
expenses “necessary” to avoid or minimize the
interruption of business or “necessary” to continue
the operations of the business. Such extra expenses
could be incurred either at the insured premises or at
some replacement premises, including temporary
locations. Such extra expenses would include moving
costs incurred for the purpose of equipping and
operating replacement facilities, including temporary
ones. Under this policy, there is coverage for extra
expenses only to the extent that those expenses
reduce business income losses otherwise payable
under the business income coverage.”® We have
already suggested that this strict interpretation of the
policy may be unwise. A prudent and justified extra

.expense that doesn’t work out—perhaps—should be

treated as covered. Not doing so is an exampie of
unexpected risk shifting, so say we.

“Minimization.” Another difficulty in the literal
interpretation of this unambiguous policy is to be

28. Some underlinings are our additions,
29. See AGS Corp, v Centennial Ins. Co., 242 F. Supp. 584 (N.D. I1l. 1945).
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