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Take a hypothetical situation.

"Panacea"” is a wonder drug of world renown and supply; it brightens everyone's day from 10-year-old
schoolchildren to octogenarians. It is the jewel in the crown and pot of gold for the Ethereal Drug Company.

Unfortunately, reject packages from around the world show that one of the elements to the formulation is
breaking down before the product expiry date.

In addition a ransom demand has been received, possibly from an ex-employee, alluding to the product
breakdown and demanding a $1m sweetener to stop him going to the press.

It is not known whether the extortionist may have arranged for the product to be tampered with but the
threat is treated as real and reluctantly Ethereal decide to effect a global recall of Panacea.

Enter our hero, Safeguard, the product recall insurance policy

Ethereal: Am I covered?

Safeguard: Yes, I cover events such as extortion and malicious tamper and also accidental contamination.
Ethereal: Even if I'm not sure whether the tamper threat is just a hoax?

Safeguard: Once we've determined that the policy applies, there is cover for the cost of appointing security
consultants who will investigate the threat and deal with any ransom issue.

Extortion expenses are also covered including interest charges to fund the ransom loans and the cost of
travel and accommodation incurred in the negotiation process.

Public relations consultants can also be appointed and other measures taken to address any adverse
publicity with customers, the public and competitors. All these costs are covered.

Ethereal: Packages are being returned from the US, Europe and Asia. We don't know where to begin or how
to count the cost.

Safeguard: The policy nominates and pays the fees of investigating accountants who will help you to record
all of your expenses and waork with you on the recall process.

They will also quantify the claim, including loss of profits wording and extra expenses incurred. The
accountants work on a global basis and can therefore collate figures in each locality.

Ethereal: Are there are limits to which we can claim?

Safeguard: Yes, your policy provides a 12 month indemnity period which means that the losses and
expenses incurred in the 12 months immediately after you first became aware of the problem will fall for
consideration under the claim.

In addition, there is a limit of indemnity - ie, the most you can claim. But it applies for the whole year of
insurance and is the maximum payable whether you had one claim or several claims in the year.
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