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First And Third Party Product Recall Expense Coverage (Version B)
This Endorsement applies to the Policy described above.

PLEASE READ THE ENDORSEMENT CAREFULLY ESPECIALLY THE UNDERLINED
PARTS WHICH EXEMPT THE COMPANY FROM LIABILITY UNDER THIS POLICY.

THE INSURANCE PROVIDED BY COVERAGE A OF THIS ENDORSEMENT FOR FIRST PARTY
PRODUCT RECALL EXPENSE COVERAGE APPLIES ONLY TO DEFECTS THAT ARE FIRST
REPORTED TO US IN WRITING DURING THE POLICY PERIOD.

THE INSURANCE PROVIDED BY COVERAGE B OF THIS ENDORSEMENT FOR THIRD PARTY
PRODUCT RECALL EXPENSE COVERAGE IS CLAIMS-MADE COVERAGE. EXCEPT AS
OTHERWISE PROVIDED, SUCH COVERAGE APPLIES ONLY TO CLAIMS THAT ARE BOTH
FIRST MADE AGAINST YOU AND REPORTED TO US IN WRITING DURING THE POLICY
PERIOD.

Under Coverages, the following coverages titled Coverage A — First Party Product Recall Expense
Coverage and Coverage B - Third Party Product Recall Expense Coverage Claims-Made And
Reported are added to this policy.

a. Coverages

Coverage A - First Party Product Recall Expense Coverage



(1) Subject to all of the terms and conditions of this insurance, we will reimburse you for recall
expenses, paid or incurred by you during a period not exceeding twelve (12) consecutive

months, solely because an insured product, to which this coverage applies, has a defect.

This coverage applies only to recall expenses incurred in the Coverage Territory shown in

the Product Recall Expense schedule.
(2) This coverage applies only if such:

(a) products were manufactured, sold, handled and distributed after the Retroactive Date
shown in the Product Recall Expense Schedule and before the end of the policy period;

and
(b) defect is first reported to us by you in writing during the policy period.

(3) This coverage does not apply to any defect:

(a) reported, in whole or in part, to us or any other insurer before the beginning of the
policy period; or

(b) known or that should have been known by you, before the beginning of the policy
period, that could reasonably be expected to result in any payment under this coverage.

(4) For the purpose of this coverage:

(a) such a defect will be considered to have been reported to us during the policy period
only if written notice of the defect is actually received and recorded by us not more

than 30 days after the end of such period.
(b) all reports in connection with the same defect will be deemed to have been made at

the time the first of those reports is made to us by any insured in writing.

Under this coverage, we have no duty to investigate, defend or settle any claim, suit or other

demand of any nature against any insured or any other person or organisation.

No other obligation or liability to reimburse sums or perform acts or services is covered.

The amount we will pay under this coverage is subject to the Co-Payment Percent as described

in the Co-Payment provision of the Limits Of Insurance section of this endorsement.

We may at any time, at our discretion, pay the applicable Limit Of Insurance that remains

available.

The most we will pay hereunder is fixed as set forth in the Limits Of Insurance section of this

endorsement.
Our obligations hereunder end when we have used up the applicable Limits Of Insurance.
Coverage B - Third Party Product Recall Expense Coverage Claims-Made And Reported

(1) Subject to all of the terms and conditions of this insurance, we will pay recall expenses
incurred by others during a period not exceeding twelve (12) consecutive months, which
you become legally obligated to pay by reason of liability imposed by law due to a defect in

an insured product to which this coverage applies.

This coverage applies only to recall expenses incurred in the Coverage Territory shown in



the Product Recall Expense Schedule.
(2) This coverage applies only if:

(a) such products were manufactured, sold, handled and distributed after the Retroactive
Date shown in the Product Recall Expense Schedule and before the end of the policy

period; and

(b) aclaim by a person or organisation for such recall expenses is both first made

against you and reported to us in writing during the policy period.

(3) This coverage does not apply to any defect, claim, suit or other circumstance:

(a) reported, in whole or in part, to us or any other insurer before the

beginning of the policy period; or

(b) known or that should have been known by you, before the beginning of the

policy period, that could reasonably be expected to result in any payment

under this coverage.

(4) For the purpose of this coverage:

(a) aclaim by a person or organisation for recall expenses will be deemed to have been

made, when:
(i) notice of such claim is received and recorded by:
1) you;or
2) us;or
(ii) we, at our discretion, make a settlement;
whichever comes first.

(b) such a claim will be considered to have been reported to us during the policy period,
only if written notice of the claim is actually received and recorded by us not more than

30 days after the end of such period.

(c) all claims made by the same person or organisation in connection with the same
defect will be deemed to have been made at the time the first of those claims is made

in accordance with the criteria described in this paragraph (4).

The amount we will pay under this coverage is subject to the Co-Payment Percent as described in

the Co-Payment provision of the Limits Of Insurance section of this endorsement.

We may at any time, at our discretion, pay the applicable Limit Of Insurance that remains

available.

The most we will pay hereunder is fixed as set forth in the Limits Of Insurance section of this

endorsement.

Our obligations hereunder end when we have used up the applicable Limits Of Insurance.
Under Limits Of Insurance, the following provisions are added to this policy.
b. Limits Of Insurance

(1) Product Recall Expense Aggregate Limit



(2)

(3)

The Product Recall Expense Aggregate Limit shown in the Product Recall Expense Schedule

is the most we will pay for the sum of recall expenses.

Any such sum we pay will reduce the amount of the aggregate limit available for any other
payment. The remaining amount of such aggregate limit is the most that will be available

for any other payment.

If we or any insurer affiliated with us issue coverage for more than one policy period, our
obligation in connection with any one defect shall be subject to, and governed by, the
Limits Of Insurance, the Retained Limits, the Insureds’ Co-Payment Share and the other
terms and conditions of only one policy period. That policy period will be the one, if any,

which was effective at the time such defect was first reported to us by you in writing.
Retained Limits

You agree to pay the Retained Limits shown in the Product Recall Expense Schedule.
The Retained Limits apply as described in the Product Recall Expense Schedule.

The Retained Limits apply whether or not any insured maintains applicable insurance or

other funding mechanisms and whether or not such insurance or funding is collectible.

The Retained Limits can be exhausted only by payments to which this insurance would

otherwise apply but for the application of the Retained Limits.

The Retained Limits will not be reduced or exhausted by any amounts paid or payable
under any other coverage of this policy or under any subsequent renewal, extension or

substitution thereof.

If we pay or incur any amounts in connection with amounts within the Retained Limits,
then you must promptly reimburse us for any such amounts. The Policyholder shown in the
Declarations agrees, and is authorized, to promptly reimburse us for any and all
reimbursable amounts under this insurance. Failure to promptly reimburse us under the

provisions of this insurance shall be deemed an event of nonpayment of premium.
Co-Payment

The insureds are obligated to pay and to bear uninsured and at their own risk that
percentage of amounts to which this insurance would otherwise apply, shown as the Co-
Payment Percent in the Product Recall Expense Schedule (the Insureds’ Co-Payment
Share), and this insurance applies only to the remaining percentage of such amounts. The

insureds are required to pay the Insureds’ Co-Payment Share as incurred.

The Insureds’ Co-Payment Share shall be applied after the application of any deductible or
self-insured amounts (Retained Limits).

The Insureds’ Co-Payment Share will not reduce the Limits Of Insurance.

If we pay or incur any amounts in connection with amounts within the Insureds’ Co-
Payment Share, then you must promptly reimburse us for any such amounts. The
Policyholder shown in the Declarations agrees, and is authorized, to promptly reimburse us

for any and all reimbursable amounts under this insurance. Failure to promptly reimburse



us under the provisions of this insurance shall be deemed an event of nonpayment of

premium.

Under Limits Of Insurance, as applicable to Product Recall Expense Coverage, the following is added

to the provision titled Payments That Reduce The Limits Of Insurance.
c. Limits Of Insurance
(1) Payments That Reduce The Limits Of Insurance
Any recall expenses we pay will reduce the Product Recall Expense Aggregate Limit.

Any claim adjustment expenses we pay, in connection with Coverage B - Third Party

Product Recall Expense Coverage, will reduce the Product Recall Expense Aggregate Limit.

Under Exclusions, the following provisions are added to this policy.

d. Exclusions

This insurance does not apply to any damages, loss, cost or expense in connection with any

circumstance excluded under this policy.

However, the exclusion titled Recall Of Products, Work Or Impaired Property does not apply to
Product Recall Expense Coverage.

The following exclusions, applicable to Product Recall Expense Coverage, are added to this
policy.

(1) Antitrust Or Restraint Of Trade

This insurance does not apply to any damages, loss, cost or expense arising out of any actual

or alleged:
(a) anticompetition, interference with economic relations (including interference with
contractual relations or with prospective advantage), monopolisation, predatory

pricing, price discrimination, price-fixing, restraint of trade, unfair competition or
unfair business or trade practice, or other similar practices.

(b) violation of any judicial, regulatory or statutory law:

(i) relating to any practice described in subparagraph A. above; or

(i1) designed, in whole or in part, to:

ensure or maintain competition within a marketplace; or

(i) prevent or prohibit any practice that adversely affects a marketplace.

(¢) wviolation of any judicial, regulatory or statutory law designed, in whole or in part, to
ensure or maintain marketplace integrity against practices of persons or organisations

who participate or conspire to participate in racketeering.

(2) Claims By Insureds Or Affiliates

With respect to Coverage B — Third Party Product Recall Expense Coverage, this insurance

does not apply to any damages, loss, cost or expense in connection with gaining or
regaining control over any goods or products claimed by any:

(a) insured;
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(b) person or organisation that controls, either directly or indirectly, interests entitled to

vote generally in the election of the governing body of any organisation that is an
insured;

(¢) subsidiary organisation of any insured;

(d) member or partner of any partnership, joint venture or unincorporated organisation in

which any insured has any interest;

(e) director, officer, stockholder, employee or legal representative of any organisation

described above; or

(f) spouse of any person described above.

This exclusion does not apply to recall expenses claimed by a person or organisation

described in subparagraph A. above, who is:

(a) an additional insured under this insurance by an endorsement made a part of this

insurance contract;
(b) otherwise a third party; and

not a person or organisation described in subparagraphs (b), (c), (d), (e) or (f) above.
Contracts
With respect to Coverage B — Third Party Product Recall Expense Coverage, this insurance

does not apply to any damages, loss, cost or expense that the insured is obligated to pay by
reason of assumption of liability in a contract or agreement.

This exclusion does not apply to the liability for damages for recall expenses that such

insured would have in the absence of such contract or agreement.

Crime, Dishonesty Or Fraud

This insurance does not apply to any damages, loss, cost or expense arising out of any

criminal, dishonest, fraudulent or malicious conduct committed by or with the consent or
knowledge of the insured.

Deterioration

This insurance does not apply to any damages, loss, cost or expense arising out of:

(a) expiration of:

(1) normal shelf life; or

(ii) statutory or normal industry recognized “use by” date;

(b) normal perishability; or

(¢) normal deterioration or decomposition;

of goods or products.

Failure To Accomplish Intended Purpose

This insurance does not apply to any damages, loss, cost or expense arising out of any

failure of goods or products to accomplish or perform their intended purpose, including
any misrepresentation or breach of warranty made at any time with respect to the
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durability, fitness, performance, quality or use of any goods or products.

Financial Impairment Of Insureds

This insurance does not apply to any damages, loss, cost or expense arising out of any

bankruptcey, insolvency or other financial impairment of any insured.

Goods Or Products Of Unnamed Organisations

This insurance does not apply to any damages, loss, cost or expense in connection with

gaining or regaining control over any goods or products manufactured, sold, handled or
distributed by anyone not shown in the Declarations as a named insured.

Kindred Goods Or Products

This insurance does not apply to any damages, loss, cost or expense arising out of any goods

or products from any lot or batch for which it can be readily determined that none of such
goods or products from that lot or batch have a defect, even if goods or products from

another lot or batch of kindred goods or products have been determined to have defects.

(10) Known Defects

This insurance does not apply to any damages, loss, cost or expense arising out of any good

or product that has a defect if such defect was known, or should have been known, by you

prior to the:

(a) effective date of this insurance; or

(b) delivery of such insured product by you or any person or organisation acting on your
behalf.

(11) Maintenance Of Contracts Or Licenses

This insurance does not apply to any damages, loss, cost or expense arising out of any

actual, alleged or threatened:

(a) failure to effect, maintain, procure or secure; or
(b) cancellation, lapse, modification, nonrenewal, revocation, suspension or other

impairment of;

in whole or in part at any time, any bond, insurance, lease, license, order, permit or other

contract or agreement that any insured is obligated to effect, maintain, procure or secure.

(12) Prior Goods Or Products Of Acquired Organisations

This insurance does not apply to any damages, loss, cost or expense arising out of any goods

or products manufactured, sold, handled or distributed by any organisation an insured
acquires, if such goods or products were manufactured, sold, handled or distributed prior to

the execution of such acquisition.

(13) Waste Sites

This insurance does not apply to any damages, loss, cost or expense arising out of goods or
products located at any premises, site or location which is or was at any time used for

handling, storage, disposal, processing or treatment of waste.




(14) Willful Violation Of Law

This insurance does not apply to any damages, loss, cost or expense arising out of any

willful violation of any statute, regulation, ordinance or other law, or any governmental
directive or order.

The following Conditions, applicable to Product Recall Expense Coverage, are added to this policy.

e. Conditions
(1) Abandonment

There can be no abandonment of property to us unless we specifically agree to such

abandonment in writing.

(2) Duties In The Event Of Claim, Suit Or Other Loss Circumstance — Product Recall Expense
Coverage

(a) You must see to it that we and any other insurers are notified as soon as practicable
upon discovery, or upon notification by a governmental organisation, that any
insured product has a defect which makes it necessary to regain control over any

covered product.

(b) All insureds must immediately make every reasonable effort to stop any release,

shipment, consignment or other distribution of any:
(i) covered product which is known or suspected to have a defect; and

(i) kindred goods or products until it is determined that those goods or products do

not have defects.

(c) With respect to any claim under Coverage A — First Party Product Recall Expense
Coverage:

(i) as often as we reasonably require, any insured must:
1) permit us to inspect and make copies of records that support all recall expenses claimed.

2) permit us to examine any person under oath, outside the presence of any other person and at
such times as may be reasonably required, about any matter relating to this insurance or the claim,
including any insured's books and records. In the event of an examination, answers of the person we

examine must be signed.

(i) within ninety (90) days after any insured's report of a defect to us, such
insured must see to it that we are sent a sworn written statement containing the

following information:

1) copy of any written notification from a governmental organization directing that control be

regained over covered products;

2) documentation that supports your decision to regain control over any goods or covered
products;
3) a complete description and proof of the defect, including its cause;

4) a listing that identifies the applicable covered products, including batch or lot numbers,



serial numbers and dates of manufacture; and

5)

an itemized estimate of the recall expenses.

(d) With respect to any claim under Coverage B — Third Party Product Recall Expense

Coverage, if a claim is made or suit is brought against any insured, you must:

(i) immediately record the specifics of the claim or suit and the date received;

(ii) notify us and other insurers as soon as practicable; and

(iii) see to it that we receive written notice of the claim or suit as soon as practicable.
(e) You and any other involved insured must:

(i) immediately send us copies of any demands, notices, summonses or legal papers

received in connection with any defect;
(i1) authorise us to obtain records and other information;

(iii) cooperate with us and other insurers in the investigation or settlement of any

claim.

(iv) allow us all reasonable access to your premises, records and other information;

and

(v) assist us, upon our request, in the enforcement of any right against any person or
organisation that may be liable to the insured because of loss to which this

insurance may also apply.

(f) No insured may make any admission in respect of, nor offer to settle, any claim or

suit without our prior written consent.

(g) No insured will, except at that insured's own cost, make any payment, assume any

obligation or incur any expense without our prior written consent.
(h) Notice to us under this insurance shall be given in writing addressed to:
Notice of Claim
Claim Department Manager
At the address of the Company shown in the Declarations
All other Notices
Underwriting Manager
At the address of the Company shown in the Declarations
(3) Loss Determination

In making any loss determination under this insurance we will utilize relevant sources of

information, including:

(a) financial records and accounting procedures; and
(b) bills, invoices and other vouchers.

The amount of loss will be determined based on:

(a) recall expenses that exceed normal operating expenses; and



(b) other necessary expenses that reduce recall expenses which otherwise would have
been incurred.
We will deduct from the total of such expenses the salvage value that remains of any

property bought for temporary use in connection with regaining control over any covered
product.

(4) Loss Payment

We will reimburse you for covered recall expenses after we have received the sworn
written statement, as described under the Duties in the Event of Claim, Suit Or Other Loss
Circumstance — Product Recall Expense Coverage condition, if all insureds have complied

with all of the terms and conditions of this insurance, and:
(a) we have reached agreement on the amount of loss; or
(b) an arbitration award has been made.

(5) No Benefits To Others

This insurance is for the benefit of you. No other person or organisation may benefit

directly from it.
(6) Reduction Of Expenses

With respect to Coverage A — First Party Product Recall Expense Coverage, all insureds

must take all necessary and reasonable steps to minimize recall expenses.
(7) Time Limit

Under Coverage A, subject to “First Party Product Recall Expense Coverage” under Coverages,
the time limit for an insured to commence any formal proceedings under this policy against
us is three years from the date the insured is aware or should be aware of the defect to

which this insurance applies.

Under Coverage B, subject to “Coverage B - Third Party Product Recall Expense Coverage
Claims-Made And Reported” under Coverages, the time limit for an insured to commence
any formal proceedings under this policy against us is three years from the date the

insured is aware or should be aware of the claim or suit to which this insurance applies.
The following Definitions, applicable to Product Recall Expense Coverage, are added to this policy.
f. Definitions
(1) Covered Product
Covered product means any:
(a) insured product; or

(b) goods or products that incorporate an insured product as a container, part or

ingredient and from which the insured product cannot practically be removed;
which are in the possession of a person or organisation, other than any:
(a) insured;

(b) person or organisaton that controls, either directly or indirectly, interests entitled to
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vote generally in the election of the governing body of any organisation that is an

insured;
(c) subsidiary organisation of any insured,;

(d) member or partner of any partnership, joint venture or unincorporated organisation in

which any insured has any interest;

(e) director, officer, stockholder, employee or legal representative of any organisation

described above; or
(f) spouse of any person described above;
at the time the defect to which this coverage applies is discovered.
Defect
Defect means an actual harmful condition that:
(a) isnotintended by any insured;
(b) areasonable person in the circumstances of any insured would not expect;

(c) arises out of the conduct of any insured, or a person or organisation acting on behalf

of any insured; and
(d) causes, or presents a substantial likelihood of causing, injury.

Defect does not include any actual, alleged or threatened condition arising out of

malicious:
(e) alteration; or

(f) contamination;

of goods or products.

Injury
Injury means substantial:
(a) physical:

(1) injury;

(ii) sickness; or

(iii) disease;

sustained by a person; or

(b) physical injury to tangible property that is widespread in nature. Tangible property

does not include any software, data or other information that is in electronic form.

Injury does not include injury to any:

(a) insured product: or

(b) property owned by any insured.

Insured Product

Insured product means your product, to which the Products-Completed Operations

Liability (or General Liability) Coverage under this policy applies, that is a:



(5)

(a) good or product (other than real property) manufactured, sold, handled or distributed
by:
(i) anyinsured; or
(i) others trading under any insured’s name; and

(b) container (other than a vehicle), material, part or equipment furnished in connection

with such good or product.
Recall Expenses

Recall expenses means that part of the following expenses which are reasonable,

necessary and devoted exclusively to regaining control over covered products:

(a) the cost of publishing the recall in newspapers, magazines or other printed media,
digital media announcements, radio or television broadcasts, setting up of a website or
webpage to respond to the recall and the cost of correspondence necessary to effect the

recall;
(b) essential transportation and accommodation costs directly attributable to the recall;

(c) the cost of hiring any additional person, other than regular employees of the Insured

and others, devoted exclusively to effect the recall of covered products;

(d) overtime paid to regular employees of the Insured and others for work devoted
exclusively to the recall of covered products;

(e) the cost of renting additional warehouse or storage space for the recall for a maximum
period of twelve (12) months;

(f) retail slotting fees and cancellation fees for any advertising and/or promotion
programmes that were scheduled but were unable to be executed solely because of the
defect.

(g) Costs incurred by or on behalf of the Insured and others to properly dispose of any
affected covered products, unused packaging or purchasing, marketing material in

respect of the recalled product if it cannot be used or reused.

Recall expenses does not include any:

(a) cost or expense to correct any defect;

(b) cost or expense of inspecting, adjusting or repairing any covered product or any
other property;

(¢) cost or expense of removing any insured product from any covered product or

from any other property;

(d) cost of covered products, replacements thereof or of any other property;

(e) cost or expense of installing any replacement goods, products or other property;
(f) refund to any person or organisation, including any cost or expense in connection with

such refund; or

(g) cost or expense in connection with the realisation, maintenance or recovery of market



share, goodwill, reputation, revenue or profit.

(6) Substantial

(7) Waste

1.1

1.2 Coverage Territory:

1.3 Retroactive Date:

1.4 Product Recall Expense
Aggregate Limit:

1.5 Retained Limits:

1.7 Insureds’ Co-Payment Share:
1.8 Deposit Premium:

1.9 Minimum Premium:
1.10  Premium Basis:

1.11  Estimated Sales:

1.12  Premium Rate:

Substantial means considerable in extent and degree and not illusory or imaginary.

Waste includes any materials to be recycled, reconditioned or reclaimed.

PRODUCT RECALL EXPENSE SCHEDULE

«Coverage Territory»
«Date»

«Limit»

1.6 «Limit» each defect
«Percentage»
«Premium»

«Premium»

«Amount»

«Rate»

All other terms and conditions remain unchanged.



