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"What's t~ price' , 
of~pr-ote~ti.on if' _ 

\ ... ' 

\be' "eruflchcomes? 
, . 

.' MASSIVIE COlt ·Incr ..... 
'which witl hit bullnnaea' 
uniyerwltl •• , home'f'.Jwne~ 

, .nd • wid. range of otlMr 
organJ.atlon8, .r. con. 
talned in the GOYernment'. 
nQW political riot cove, In. 
IlUrance Rheme. 

On Wednesday the Govern-
. ment revealed privately the 
cost of this new riot C\)ver and 
drew immediate . protests from 
large businesses and insurance 
brokers. 

I~ som~ extreme cases, ob-
I taimng ~lus type of cover could 
mea~ m:~s of about 170 per 
cent I.n thc total annual fire and 
co,!!bmed insurance prfmiums 
p. aId by somp. undertakings 
brokers tell Ill!' ' 

. On avera~:however. It ap-
'. pears f1~om .initial studies that 
businesses. could ' pay about 50 
per cent more In premiums if 
they obtain political riot cover 
from the GO\'ernment-hacked 
SA Sptlcial Risks Assurance As. 

,sociMion (Sasra). which is due 
to open for business next 
month. 

Rough measure though It 
may be. the political riot 
claims experlenc~ since 1976 

NIGEl. 
BRUCE ; 
reports 
.". 

does not appear to justify the 
substanUa\ rates Sasra has an­
nounced. brOKers say, although 
the acknowledge the need for 
~aira to build up its reserves 
rapidly: 

Shortly after the announce-
ment of these rates. moves 
were afool to arrange a. ~eet­
in between Sasra and IflSur· 
angce brokers to disc~sS the cost 
."" conditions of thiS cover. It 
i::.' to be held on March 20. 
. Brokers believe ~hat there 
are serious anomalies In the 
rate structure and. fore~ee 
t--,;-actical diificulties m the IT?­
plementation of. some acmlms­
tratlve requirements an-

, nounced by Sasra. ., 
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for its R2-billion of properti~s works O\1t at roughly an in-
will junlP. {rom about R2,5.mU· crease of • pel' cellt in annual 
lion tn R4,5-milUon ( an in· premiums. . 
Clease of about 78 per cent). Similarly, a small truck oum· 

Yet experlenced brokers in er will have to pay only R1 a 
the riot market say similar year more in premiUnl3 while 
cover with the same exclusions large truck8 will aUrae:t an ad· 
can be arranged abroad for an diUonal R9. 
additional premium, of lesS than Brokers warll, h"wever, that 
Rl-milUo

n
. as many comprchcl1si\le motor 

Educational institu'tions, policies contain elements of po. 
where the risk of politicallY' Utical riot cover, motorists 
motivated damage is high, are should make certain when 
likely (and understandably) to buying Sasra cover that their 
be the hardest hit. But the dan- comprehp.nslve premiUms are 
ger is that on Sasra's terlns adjusted to take the duplication 
this type of cover could just into account. . 
prov(~ to be too expensive. An ;tnomaly, hoV/ever, ap· 

The dismay of some' .. &>' A .nlv."lty which haS prO!> pean to bio thet U~ cost of 
ness

men 
and brokers _ who erty valued at R1oo-million, Sasra cover for company-

were ",cl.ded from the pl.n· .... ld find Its Insur.nce prem" owned ""hicles not IlIdlviduaUy 
nlng of Sa'" _ .tem. larg.ly urn' sky·rockeUng by aboot 170 . InsUred wiU ,I aboul R2,OO • 
/1'011> eXpectau.,..lhalthl. cov· per cenl from R&O 000 to year be Ie .. than half ""atthe 
.r would b. subst.ntlaUy . RI60 000 were it to cover Itself ordinary motorl.1 I",. to fl"Y 
'cheaper h~re than it Is when adequately against this risk: for the same cover. 
arranged thr<>'Jilb London. B.t. for small.r compa .... ' Another anom.ly appears to 
, After calculations w;:\de by moto~'lstsan~ householders, not _.=- --...,._-- ' '; . 
some companies on Ibe bIl.l. of only" Sasra. cover more rea· arise from the ""tIIOd· of ad· . Sa",'. rate. ibis doe' not ap- s.nably prl ... d, hoi aU thet Is justlng s,sca's rates ""'rdlng , 
pear to be 11>0 ease, at I •• st for .vailable anyway, wblcb I. whY to \lie distance !be IllSIIred'S 

. tb. "rger risks. the cOl.pa'y w" 1 mle~ by •• movabl. properlY I, from , 
For In"''''' • large IndUS' lb. sborl·term Ins.rance com· ;ootenllal deDger .... , such as 

trial 1'001> has calculated that .... 1.",. whO will ron It and 8o ... to or Aley~nd .. . ._. _____ ------ A broker has calc\llated that 

c~~ry a fractlo" of the underw. the increase in the premiUms 
ntmg risk, and Government on a RlOO 000 warehouse in J(). 
which is the ultimate under: hannesburg's -suburb of Kew, writer. which is close to Alexandria, 

The cost of Sasra cover on a will be 50 per cent whereas 
house valued at ROO 000 wIll those on So!\ office block of the 
push the exlsting annual pre~i- same value in Randburg, about 
urn up by only about R7 50 or 20 10 miles away, will go up b!! 134 
per cent. ' per cent. 

Nevertheless, onc brokers Moroover. no allo\~ance ap-
tells me that in his cp!!1.lon, pears to be made for any dif-
cven Including ~!lsra's rate a fl:l'Cnce in tha political riot risk 
!Iouse of that value could 'be' on a Muse in Joha,mesburg's 
Insured for an annual premium Orchards, which is abo close to 
of between R27,50" and R30 Alexandra, and one in Blair· , 
we,re. it not !or the stranglehold gowrie, which Is Oil the oppo-
bU.II?lng societies have in det" .. - site side of the city. nl1m~g rates in thi~ marke\.. ,-Nor is It yet clear to what I 

It IS hardly surprising, there- extent' the limited eltistini.._~· 
fore, tha~ some societies have .- t;~~" -
strong links with insurance ... !._toJa.:P}~~'.'j\ 
companies. / 

Perhaps the best news is that 
Sasra's charge for insuring the 
contents ot houses is cheap be· 
yond a shadow of a doubt. 
?O~S valued at RlO 000 will 
• e9tllTe only a 2,5 pel' cent pre· 
~'Hum increase to buy this addl­
twna! cover. 

The motorist also comes off 
fs.lrly well: Political riot cover 
WIll cost hIm only an additional I' 

Wj a year for cars valued at 
less than R15 OCIO and R8 for 
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~i~ p!~a~~,r~!~~f~~ . ~~~~~: cU',-
. justments are made in the light , rently w:lth fIre policies decide 

. Utlcal riot cover In some fire . of wider knowledge. f,) take this addlti()na} pollUcal 
and combi~ policies has been . But It iR also true th3t these riot cover, Sasra's first yeAr's 
transferr~ to SaRra'lI cover.' planners cbose not to seek ad. premium Income would be a 

. ~re aPf-Cars to be an admin; . ,vice from a broking community ~taggering R25(}-million, mak-
istratlve probl2m, too, over po- that has baen forced to acquire ' Jng It al"",5t instantly the largo 
litical riot coupons being at- skiUs in the International poUU· est Ins(Jrer in the coulitry. 
tached to hundreds of thou- cal riot rnat'lcet in the service At that level of premium in-
sands of small hotiseholder of theil- larger clients; skills COll\e, given a year or two of 
policies andt.he issuing of them whichln the light flf Thursday's few claims, it will 80011 have 
to members of tlmployee group announcements might still amassed reserves at a whack· 
insura~ schemes. prove to be of continuing value ' ing pace, which 'of course rill!· 

The rate for townships, to some. ., ' duces government's ultimaie, 
where almost all the dama. In any event, as the provision unlimited underwriting lIabil-
hal occurred in the past, are. of poliUcal riot cover in roost ity. . 
in comparison, not too high, Western .countries is acknt)w}- . The problem Is, of course, 
especially In vtewol discount . edged to be substantially the that at Sasra's rate demand is 
for volume, brokers conclude. resp.>nsibUity of govenllnent, likely to be circl:lmscribed. 

Of coune, determining a unl· , can rnJsinf"..88mell be blamed for Brokers estimate that ouly . 
fonn scale of rates to apply to . expecting Sasra's rates to be about ~, per <x:nt of the fire 
a vaet number of .dil·ene risks shaved to the bOne initially and . market will go in for fbis COy· 
mlJit have been an in~rdinately . adjusted later according to er, which does introduce an 
difficult task and, accordingly. claims experience and the n~~d element' of self-defeatism into 
Sura planners deserve some to build reserves? . the whole grand plan. 
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