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PRODUCT LIABILITY INSURANCE 
TERMS AND CONDITIONS 1/2005

  Effective as of  01.07.2005

 

The purpose of the insurance is to indemnify the loss and 
damage sustained as a result of the insured event specified 
in section 5 during the insurance period.

 

Unless otherwise stated in the policy, the insured is the 
policyholder and the persons engaged in its professional or 
business activity, who have manufactured the product. 

 

3.1 The product is a movable indicated in the policy, a 
part of another movable or movable which has become a 
part of an immovable. A product is insurable as a finished 
product, raw material or constituent of a product. 
 
3.2 A product is defective, if it is not safe to the extent a 
person is entitled to expect considering all circumstances, 
primarily:

3.2.1 the manner and conditions of public presentation of 
the product; 
3.2.2 product use, which the injured party could reasonably 
expect; 
3.2.3 the time of launch of such product on the market. 

3.3 A product is not considered defective merely for the 
reason that an improved product has been later launched on 
the market. 

4.1 The insurance covers the products delivered in the 
Republic of Estonia, unless otherwise indicated in the policy, 
and is governed by Estonian law. 
4.2 Unless otherwise indicated in the policy, the 
manufacturer's liability shall be assessed in accordance 
with Estonian law. 

The insured event is the personal or effects damage 
specified in the policy, which arises from a defective product 
manufactured and delivered by the insured to a third party 
(the injured party) during the insurance period, and with 
respect to which the insured person has civil liability.

5.1 Personal damage

The following shall be indemnified:

1 medical treatment expenses;
2 loss or damage arising from temporary incapacity 
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for work;
3 loss or damage arising from permanent incapacity 

for work;
4 pension;
5 funeral costs.

5.1.1 Medical treatment expenses

5.1.1.1 Medical treatment expenses are reasonable 
expenses of the insured party's hospitalization, treatment of 
his/her physical harm and acquisition of medication. 

5.1.1.2 Reasonable expenses are expenses which do not 
exceed the price of the medical treatment service 
prescribed by legislation or the average price level in the 
market of the respective service. 

5.1.1.3 The service provider or the person, who actually 
bears the expenses, is compensated for the medical 
treatment expenses on the basis of an invoice accepted by 
Seesam. 

5.1.1.4 Medical treatment expenses are included in the 
loss or damage arising from death or incapacity for work.

5.1.2 Loss or damage arising from temporary 
incapacity for work

5.1.2.1 Loss or damage arising from temporary incapacity 
for work means a decrease in the injured party's income, 
which is subject to social tax due to temporary incapacity for 
work.

5.1.2.2 The basis for calculation of the amount of the 
indemnity is the average net income per calendar day 
(hereinafter the net income). The net income is the injured 
party's income earned in the previous period subject to 
social tax, less income tax and divided by the length of the 
period in calendar days. 

5.1.2.3 The amount of the indemnity per calendar day is 
calculated as a difference between the net income 
preceding the loss or damage and the period of temporary 
incapacity for work. To identify the total amount of the 
indemnity the said difference is multiplied by the number of 
days of temporary incapacity for work and the indemnity or 
compensation received on the basis of mandatory 
insurance or a law is subtracted from the result. 

5.1.2.4 To calculate the net income of the injured party 
before the occurrence of the loss or damage:

1 the income earned in the six months preceding the 
damage is divided by the number of calendar days 
of the respective period. If in the period preceding 
the loss or damage the injured party earned 
income in a period which is shorter than six 
months, the income of the period is divided by the 
number of calendar days of the period;

2 in case of a sole proprietor, the income subject to 
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social tax, which has been declared in the tax 
returns of the last two calendar years, is divided by 
the number of calendar days of the period. If before 
the occurrence of the loss or damage the injured 
party had been a sole proprietor for less than two 
years, the income earned in the period of being a 
sole proprietor shall be divided by the number of 
the calendar days of the respective period;

3 in case of a non-working or unemployed injured 
party who was capable of work before the 
occurrence of damage and who is not under 16 
years of age or of retirement age at the moment of 
occurrence of the loss or damage the minimum 
monthly salary effective at the moment of 
occurrence of the loss or damage is divided by 30.

5.1.3 Loss or damage arising from permanent 
incapacity for work

5.1.3.1 Loss or damage arising from permanent incapacity 
for work means a decrease in the injured party's income, 
which is subject to social tax due to his/her permanent bodily 
injury substantiated pursuant to the procedure provided by 
law.

5.1.3.2 The amount of the indemnity per calendar day is 
calculated pursuant to the procedure set out in clauses 
5.1.2.3 and 5.1.2.4. 

5.1.3.3 The indemnity for the loss of the permanent 
capacity for work is given per calendar month, multiplying 
the amount of the indemnity per calendar day by 30 and 
subtracting from the result the total amount of monthly 
mandatory insurance or permanent indemnity or 
compensation given on the basis of law. 

5.1.3.4 The indemnity for the loss of the permanent 
capacity for work shall be recalculated if:

1 the injured party's pay has increased;
2 the permanently given indemnity or compensation 

to be received by the injured party due to the 
insured event on the basis of mandatory insurance 
or law has changed;

3 the injured party has obtained the right to old-age 
pension.

5.1.3.5 The payment of the indemnity for the loss of the 
permanent capacity for work is terminated if the capacity for 
work is restored or the injured party becomes deceased.

5.1.3.6 In the event of the loss of the permanent capacity 
for work the reasonable one-time expenses, which have 
been approved by Seesam, are compensated:

1 for learning a new profession if the acquired 
profession improves the living standards of the 
injured party;

2 for acquiring tools needed for managing;
3 for adjustment of the dwelling in the event of 

physical disabilities. 

5.1.3.7 The compensation specified in clause 5.1.3.6 is 
paid to the provider of the service approved by Seesam or 
the actual bearer of the costs on the basis of an invoice 
accepted by Seesam.

5.1.3.8 The indemnity for the loss of permanent capacity 
for work is indexed to the CPI published in the month 
preceding the month of disbursement in relation to the CPI 
published in the month preceding the month of occurrence 
of the insured event. 

5.1.4 Pension

5.1.4.1 Pension is a compensation for reduced income of a 
dependent family member due to the death of the injured 
party (deceased). 

5.1.4.2 Family members may be:

1 a widow or widower, who shared a household with 
the deceased at the time of the insured event; 

2 minors;
3 a child, who is a under 24 years of age and 

engaged in daytime or full-time or another 
medically indicated form of upper secondary 
school or vocational school studies or in full-time 
studies at a university or institution of higher 
professional education. 

4 adult children incapacitated for work, who were 
maintained by the deceased at the time of the 
insured event; 

5 parents incapacitated for work, who were 
maintained by the deceased at the time of the 
insured event; 

6 other persons incapacitated for work, who were 
maintained by the deceased at the time of the 
insured event; 

 5.1.4.3 The pension is paid to each and every family 
member, whose income reduced due to fall-off of the 
deceased's income, based on the following principles:

1 the subsistence of the family is formed of the family 
members' income, periodic pensions, benefits and 
alimonies (subsistence);

2 the family overhead account for up to 30 percent of 
the family's subsistence. The remaining amount of 
the subsistence is divided among the family 
members so that the head of the household will be 
paid three shares, his or her spouse two shares 
and the remaining members of the family one 
share of the subsistence. The head of the 
household is the person who earns the highest 
periodic income of the family members.

3 the subsistence for each family member shall be 
compensated for in periodic pension payments to 
the amount that was borne by the deceased. In 
addition, the head of the household shall be 
compensated for the share of the family overhead 
borne by the deceased; 

4 the pension shall be calculated on the basis of the 
rules for calculation of the income specified in 
section 5.1.2.4 of these terms and conditions. 

5.1.4.4 The pension shall be subject to recalculation, if: 

1 the income of the family member who is entitled to 
receive the pension has increased in comparison 
with his/her income at the time of the insured event 
more than the prices during the same period 
(compared with the price index);

2 from the month following the arrival of retirement 
age of the deceased the pension is paid to the 
amount of 50 percent of the former pension. 

5.1.4.5 Payment of the pension to a family member is 
terminated, if:

1 his/her income reaches the level preceding the 
occurrence of the insured event;

2 he/she reaches 18 years of age or, in the case of 
continuous studies, 24 years of age, and is capable 
of work. 

3 he/she becomes a member of a new family; or
4 he/she becomes deceased. 
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5.1.4.6 The amount of pension designated to a head of the 
household to cover the family overhead shall be designated 
to a new head of the household, if the present head of the 
household becomes a member of a new family or becomes 
deceased. 

5.1.4.7 The amount of pension payable to cover the family 
overhead shall be reduced pro rata the amount of pension 
payable to the dependants, which has been reduced due to 
the pension recalculation or termination of payment. 

5.1.4.8 The amount to be paid is calculated by indexing the 
designated amount of pension to the CPI published in the 
month preceding the month of disbursement in relation to 
the CPI published in the month preceding the month of 
occurrence of the insured event. 

5.1.5 Funeral costs

Reasonable funeral costs shall be compensated for on the 
basis of invoices and bills acceptable to Seesam to the 
person who actually bore the costs. 

5.2 Effects damage

The following shall be indemnified:

1 repair expenses, consisting of the cost of 
reasonable restoration of the damaged effect and 
other expenses which are directly related to the 
restoration, including the costs related to saving 
the property;

2 loss or damage arising from destruction of effects, 
the amount whereof equals the value of the 
destroyed property before the insured event.

5.3 Legal assistance and court expenses

The following shall be indemnified along with the damage 
set out in sections 5.1 and 5.2:

1 costs of legal assistance ordered to be paid by the 
insured;

2 reasonable legal assistance costs incurred by the 
insured person in connection with the 
establishment of the causes and identification of 
the amount of the loss or damage;

3 necessary and reasonable legal assistance 
expenses incurred by the insured person upon the 
prior approval of Seesam.

5.4 Restrictions

Unless otherwise provided in the policy, the following is not 
subject to indemnification: 

1 loss or damage intentionally caused or aided by 
the insured; 

2 loss or damage sustained by the insured himself or 
herself;

3 damage caused to the product due to a defect;
4 loss or damage for which the insured is liable under 

any other contract or agreement in excess of the 
limit provided by law;

5 loss or damage arising from inefficiency of a 
chemical substance or medicinal product. 

6 loss or damage arising from repairs or replacement 
of a defective product;

7 loss or damage subject to compensation under 
mandatory product liability insurance; 

8 loss or damage caused by a defect, which was or 
should have been known to the insured at the time 
of signing the contract;

9 loss or damage arising from ignorance of the 
safety requirements provided by law, of which the 
policyholder has been or should have been aware;

10 loss or damage suffered in connection with taxes, 
penalties or default interest;

11 non-patrimonial damage or profit lost as a result of 
effects damage;

12 economic loss or damage, i.e. loss or damage not 
directly related to personal or effects damage, 
including loss or damage arising from reclamation 
and withdrawal of a product; 

13 loss or damage caused by misuse or 
unprofessional use of a product, including ignoring 
the manufacturer's instructions;

14 loss or damage caused by asbestos;
15 loss or damage caused by tobacco;
16 loss or  damage caused by medic inal  
products.

 

The insured shall comply with safety requirements. Safety 
requirements are the requirements established by the 
manufacturer of the product or stipulated in the contract or 
law for the purpose of preventing damage, minimizing the 
risks and ensuring the safety of property or person.

7.1 The policyholder shall:

1 inform Seesam immediately of any contingent 
insured event and follow the instructions received from 
Seesam;
2 supply information necessary for establishment of 
the obligation to perform the contract;
3 inform Seesam immediately of any civil, 
administrative, criminal or misdemeanor procedure related 
to a contingent insured event;
4 inform Seesam immediately of any change in the 
bases for a permanent incapacity benefit or pension;

7.2 Seesam is entitled to hold negotiations with a third 
party or parties on behalf of the policyholder. 

7.3 Seesam has the right, upon the consent of the 
injured party, to receive documentary evidence about the 
physical harm suffered before the insured event and about 
treatment thereof. 

7.4 Certificates of indebtedness issued by the insured 
with respect to the claim for damages of the injured party or 
fulfillment of the claim are not binding upon Seesam.

 

8.1 Limits of indemnification

Upon occurrence of one or more insured events in the 
current insurance period the loss or damage sustained is 
compensated for to the extent of the sum insured. 

8.2 Serial damage

Serial damage, which is in a direct cause-and-effect 
relationship with the same event, is regarded as one insured 
event independent of the time of the loss or damage 
becoming apparent.

6 SAFETY REQUIREMENTS 

 7 RIGHTS AND OBLIGATIONS

8 RULES OF INDEMNIFICATION
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 9 DEDUCTIBLE

 10 CALCULATION OF INSURANCE 
PREMIUM

9.1 The insurer shall have a deductible in respect of 
any insured event. The amount of deductible has been 
noted in the policy. Seesam shall indemnify only the amount 
exceeding the deductible.

9.2 Upon concurrent application of several 
deductibles, only the largest deductible shall be deducted 
from the insurance indemnity.

10.1 The insurance premium is calculated upon 
the signing of the insurance contract based on 
the estimated annual turnover related to the 
insured product or on other tariffication bases. 

10.2 After expiry of the insurance period the 
policyholder shall notify Seesam within a 
reasonable period of the actual turnover data 
related to the insured product, on the basis of 
which the final insurance premium is 
calculated.

10.3 If the difference between the estimated and 
actual turnover does not exceed 10%, the 
insurance premium will not change and the 
notification set out in subsection 10.2 is not 
necessary. Seesam will not refund more than 
50 percent of the initial insurance premium.
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