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Examples of Recent Recalls

Example #1 – Blue Bell Creamery

Problem: Listeria first discovered in one of Blue 
Bell’s plants in 2013.  Listeria later discovered 
in Blue Bell products in January 2015. 

Response: Blue Bell fails to take the proper 
steps in 2013 to clean up their plant and improve 
their food-handling practices.  In 2015, Blue 
Bell is slow to notify the public of the recall and 
doesn’t announce a full recall until April 2015. 

Result: Blue Bell shuts down operations for 
5 months while the insured’s facilities and 
equipment are thoroughly cleaned.  Workers are 
re-trained in new procedures.  While operations 
are suspended, more than 2,800 of its 3,900 
employees are laid off or furloughed.  Blue Bell 
re-capitalizes with a $125 million loan to stay in 
business.  Sales resume in September on a  
limited basis. 

Example #2 – Peanut 
Corporation of America

Problem: PCA has a history of food quality 
issues dating back to the mid-1980’s.  In late 
2008, contaminated peanuts from PCA kill 9 
people and sicken hundreds.  It’s discovered 
that PCA executives knowingly shipped 
contaminated products to their customers.

Response: The most extensive food recall 
in US history commences.  Estimated 
that over 350 companies and nearly 
4,000 products were affected.

Result: PCA files for bankruptcy in 2009.  Top 
executives are convicted of federal charges 
and sentenced to lengthy prison terms.

Example #3 – Australia’s Carlton Dry

Problem: Complaints were received about a chip 
at the top of Carlton 335 milliliter bottles made 
in October 2015. The bottles were sold across 
Australia. It is believed the defect occurred during 
the bottling process. There were claims that glass 
was found in the bottom of the bottles. 

Response: One million bottles were recalled. 
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Recent FDA Recalls

Reference: http://www.fda.gov/Safety/Recalls/
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Recalls are becoming more frequent 
and costly. What is driving this?

Increased Regulation

Food Safety Modernization Act (FSMA)

 ◦ Food facilities are required to implement preventive control. 

 ◦ FDA is granted mandatory recall authority when a company 
fails to voluntarily recall unsafe food.

 ◦ FDA has authority to suspend registration of a facility if it is 
determined that the food poses a risk to the public.

Supply Chain

 ◦ Records must be maintained for your supply chain.

 ◦ You are responsible for your supply chain’s compliance.

 ◦ Failure to comply is considered a Prohibited Act (just like 
Sarbanes-Oxley . . . senior executives are legally responsible 
for their supply chain’s compliance)

Risk Transfer Agreements

Vendor/Supply Agreements

 ◦ Supplier accepts full responsibility for a recall.  Typical 
wording states that the “seller shall reimburse buyer for all 
costs and expenses incurred by buyer in recalling product.”

Other Drivers

 ◦ Better testing technology

 ◦ Increasingly global and complex supply chain

 ◦ Increased social media usage

Recall Statistics and Trends

Who is Affected  
by Recalls?

Food Contamination 
Statistics

2014 Food-Borne Illness Statistics

 ◦ 48 million people in the U.S. 
got sick (1 in 6)

 ◦ 128,000 hospitalized

 ◦ 3,000 deaths

In 2007, FDA recalled 5,585 
products. In 2012, that number 
jumped to 9,469.

How Much Do Recalls Cost?

 ◦ 48% of food businesses 
estimate it will cost their firms 
less than $9 million for a 
recall.

 ◦ 52% of food businesses 
estimate it will cost their firms 
more than $10 million with 5% 
reporting that it will cost their 
firms upwards of $100 million. 

These are only estimates of the 
direct costs of a recall and the 
potential lost income.  This does 
not take into account the damage to 
brand and reputation or the indirect 
costs of a recall.
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Risk Concerns for Grocers 
and Their Vendors

Risk Transfer

Grocers transfer risk to vendors through vendor 
supply agreements. In many cases, vendors may 
not have the right type of policy to protect against 
risks being accepted through these agreements. 
Many insurance policies have restrictive language, 
sub-limits, and exclusions that can result in 
inadequate or no coverage for the vendor or grocer. 
In order to provide coverage that the vendor and 
grocer need, the insurance policies often require 
extensive modifications. 

Coverage for Product Recall

General/product liability and umbrella insurance 
policies are not designed to cover many accidental 
contamination or product recall losses. These 
policies have exclusions (“your work” exclusion, 
“your product” exclusion, “impaired property” 
exclusion) and other limitations. Grocers and their 
vendors must understand the unknown coverage 
gaps between risks transferred to vendors 
and the lack of coverage under their insurance 
policies. Many of these gaps can be reduced and 
even eliminated with the purchase of carefully 
constructed insurance programs with sufficient 
limits.

By Joel Berrian, CPCU, ARM, AIC

As a grocer or grocer vendor, it is important to be aware 
of costly risks not covered by many property and casualty 
insurance policies that are typically sold within the food and 
beverage industry. This article discusses some of these risks 
and suggests strategies to reduce financial loss.
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Coverage for Private Labeling 

Owners of private label brands transfer unlimited 
indemnity — via private label contracts — to their 
vendors. Frequently, neither party is aware of the 
changes that need to be made to the vendor’s 
insurance program to protect the interests of both 
parties. Special policies have been designed for 
the unique exposures associated with private 
label products to protect vendors and the owners 
of private labels. Recent litigation related to the 
content of labels and other promotional content 
make this an area requiring careful consideration 
when structuring an insurance program.

The Right Coverage without  
the Restrictions

Property policies must be modified to protect 
various interests of parties in the supply chain. 
Policy sub-limits and exclusions often have no 
correlation to insurable values at risk or to the 
parties with insurable interest in the property at 
the time of loss. Coverage provided by property 
and equipment breakdown policies can be carefully 
integrated into coverage of other policy types to 
provide more protection without increasing pricing. 

Partnering with ReposiTrak to  
Make a Difference

We work with insurers who value the risk 
management and loss control information available 
from ReposiTrak. This information enables insurers 
to use discretion by making ReposiTrak’s risk 
analysis and loss control information available, 
after obtaining permission from the customer 
to share information. We believe ReposiTrak will 
soon become a standard loss control resource for 
insurers working in the food and beverage industry.

The author works with food and beverage companies 

throughout the United States to help identify and quantify 

risk and to recommend insurance program improvements. 



Leavitt Food Safety Solutions

Our program has been designed to protect companies in the food and beverage industry from many types 
of loss not typically covered under most insurance policies sold to your industry. The scope of coverage 
is broad and includes protection for much of the risk you assume when you sign standard vendor supply 
agreements. The program is designed specifically for the food and beverage industry, including dairy, meat, 
seafood, and fruit and vegetable processors and distributors. 
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Key Benefits 

 ◦ Satisfies most of the risk 
transfer you accept in vendor 
supply agreements 

 ◦ Competitively-priced approach 
to insuring your risk

 ◦ Broad policy form tailored 
to fit your needs

 ◦ Ability to “buy down” retentions

 ◦ Enhancements available 
for organic products

 ◦ Policy can be structured 
as working insurance or as 
balance sheet protection

 ◦ Keeps your customers happy in 
event of a product recall loss 

Coverage 

 ◦ Replacement of inventory lost to contamination

 ◦ Product withdrawal and recall costs

 ◦ Expenses from product tampering and extortion

 ◦ Recall costs resulting from mislabeling

 ◦ Expenses to rehabilitate your brand 
following a covered loss

 ◦ Business income loss following a covered loss

 ◦ Coverage for rejected imported meat products

 ◦ Worldwide transit and storage of inventory

 ◦ Spoilage insured to full value

 ◦ Exposure to content used in private labeling

 ◦ Offered at low premiums and low deductibles 

 ◦ Malicious product tampering (including intentional 
criminal acts of employees or other parties)

An innovative insurance program designed for the 
food and beverage industry
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Few factors will positively influence your organizational growth and viability more than the health and 
satisfaction of your employees.

You deserve a true expert to manage the options, rising costs, and compliance requirements of your benefits 
programs. As a leading advisor of broad-based benefits solutions, you gain from our experience in designing 
plans that support your company’s sustained success.

 ◦ ACA Compliance  

 ◦ Cost Plus Plan Design 

 ◦ Group Medical and Dental (Fully-Insured and 
Self-Funded), Vision, Life, Short-Term Disability, 
Long-Term Disability, and Voluntary Products

 ◦ Value-Based Insurance Design  
(Medical and Pharmacy)

 ◦ Budget Estimates and Cost Projections

 ◦ Data Analytics/Predictive Risk Modeling

 ◦ DOL Audit Assistance 

 ◦ HR Consulting (Including Succeed Management 
Solutions Platform)

 ◦ Customized Employee Communication Strategy

 ◦ In-House ERISA Attorney / Compliance / Nurse 
Case Management / Outcome-Based Wellness

 ◦ High-Performance Network Development

 ◦ Benchmarking Comparisons 

Leavitt Food Safety Solutions
Employee Benefits
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You receive broader protection and lower net costs because of our strong, world-wide relationships with 
insurers, industry leaders, and lender representatives. We regularly dialogue with industry leaders and 
maintain strong partner relationships, as well as keep our finger on the pulse of emerging markets and new 
product offerings.

The Strength You Need

Through our national presence, you have access to a network 
of top insurance professionals with deep specialization in 
certain risks and industries. 

 ◦ One of the largest privately-held brokerages  
in the nation 

 ◦ Strong insurer relationships

 ◦ Real-time stewardship tracking

 ◦ Global capabilities

 ◦ Comprehensive risk management

 ◦ Sophisticated benefits solutions

120+ locations

$2.6 billion
in placed premiums
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Understand the total cost of risk to your organization.

Review your vendor agreements and insurance policies to identify material gaps in coverage.

Identify needed solutions to remedy coverage gaps.

Prioritize findings and set goals. Implement an integrated strategic plan to accomplish goals.

Next Steps
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Confidentiality and  
Non-Disclosure Agreement

This Confidentiality and Non-Disclosure Agreement (the “Agreement”) is entered into and effective as of 
the date executed below by and between _____________________________, a _______________ 
corporation (“Agency”), and _____________________________________, a ______________ 
corporation (“Client”) (each a “Party” and collectively the “Parties”) with reference to the following facts:

A. The Parties have agreed to enter into a business relationship under which Agency will serve as 
Client’s insurance broker and/or consultant (the “Business Relationship”); and

B. In order for Agency to fulfill its duties as an insurance consultant for Client, Agency will be required to 
disclose to Client proprietary methods and processes that Agency has developed, and Client will be 
required to provide Agency with proprietary information concerning its business; and

C. The Parties are willing to disclose in confidence the information described above, referred to as 
“Confidential Information,” in order to facilitate their Business Relationship, provided that the Parties 
enter into this Agreement.

NOW, THEREFORE, in consideration of the premises and mutual covenants set forth in this Agreement, the 
Parties hereby agree as follows:

1. For purposes of this Agreement, “Confidential Information” shall mean all oral or written information 
of any kind, together with all documents or other embodiments that relate to the respective 
business of each Party (the “Business”), which a Party or any of its directors, officers, employees, 
representatives, or agents (collectively, the “Disclosing Party”) directly or indirectly furnishes or 
discloses at any time, before or after the date of this Agreement, to the other Party hereto, or 
any of its directors, officers, employees, representatives, or agents (collectively, the “Receiving 
Party”) in connection with the evaluation or furtherance of the Business Relationship.  Confidential 
Information includes, but is not limited to: (i) any marketing strategies, plans, financial information, 
or projections, operations, sales estimates, business plans and performance results relating to 
the past, present or future business activities of such party, its affiliates, subsidiaries and affiliated 
companies; (ii) plans for products or services, and customer or supplier lists; (iii) any scientific 
or technical information, and any invention, design, process, procedure, formula, improvement, 
technology or method; (iv) any concepts, reports, data, know-how, works-in-progress, designs, 
development tools, specifications, computer software, source code, object code, flow charts, 
databases, inventions, information and trade secrets; and (v) any other information that should 
reasonably be recognized as confidential information of the Disclosing Party.  Confidential 
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Information shall not include any information that (a) is already known to the Receiving Party 
through a source other than the Disclosing Party; (b) is or becomes available to the public 
other than as a result of a disclosure by the Receiving Party in violation of this Agreement; (c) 
is developed or produced by a third party independently of any information produced by the 
Disclosing Party; or (d) is independently developed by the Receiving Party without reference or 
reliance upon any information received from the Disclosing Party.

2. The Parties hereby agree that they shall maintain in confidence all Confidential Information 
disclosed and agree that:

3. (a) They shall not disclose Confidential Information to any third party or use Confidential Information 
for any purpose other than the furtherance of the Business Relationship without the prior written 
consent of the Disclosing Party.

4. (b) Receiving Party will inform all Permitted Recipients of the confidential nature of the Confidential 
Information and direct them to hold and use such information in strict accordance with this 
Agreement.  The Receiving Party shall be liable for any and all breaches of this Agreement by it or its 
employees or agents, including, but not limited to, any unauthorized use or disclosure.

5. Except as otherwise required by applicable law, all Confidential Information disclosed in any 
tangible form, including all copies, shall be returned immediately to the Disclosing Party, upon a 
decision by either Party to terminate the Business Relationship.

6. This Agreement shall be governed by and construed in accordance with the laws of the state of 
______________, without regard to principles of conflict of laws.  The federal and state courts 
within the state of ______________ shall have exclusive jurisdiction to adjudicate any dispute 
arising out of this Agreement.  In the event of any dispute arising from this Agreement, the 
prevailing party shall be entitled to recover (in addition to any other relief granted) its reasonable 
costs and expenses, including its attorneys’ fees.

This agreement is executed on the dates set forth below.

______________________________, a ________________ corporation

By: ____________________________________________      Date: _____ / _______  / _______

______________________________, a _______________ corporation

By: ____________________________________________      Date: _____ / _______  / _______   


