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What's t price

MASSIVE cost ‘incrensys,
‘which will hit businesaes,
universities, home-owners
and a wida range of other
organisations, are con-
tained in the Govemment's

- new political rot cover in-
. wurance scheme. ,

On Wednesday the Govern-

- ment revealed privately the

cost of this new riot cover and
drew immediate protests from
large husinesses and insurance
brokers.

In some extreme cases, ob.
taining this type of cover éould
mean rises of about 170 per
cent in the total annual fire ang
combined insurance premiums

aid hy some under
grokers tell me ertakings,

of protection if
the erunch comes?

-soci

" On average, however, it ap-

- pears {rom initial studies that

businesses could pay about 50
per cent more in premiums if
they obtain political riet cover
from the Government-hacked
SA bmzcial Risks Assurance As-
on (Sasra), which is due
to open for business next
month.
Rough measure though it
may be, the political riot
claims experience since 1976

.

»

4

o

' justify the

o5 not appear to justify :
ggbstanﬁal rates Sasra h;;‘s anh
nounced, hrokers say, alt oufgr
they acknowledge the need os
®asra to build up its reserve

mg‘t?c}gﬁ after the announge-
ment of these rates, mO\e{s_
were afoot to arrange a. gncsesr-
ing between Sasra and in k.
ance brokers to discuss the cou
=1 conditions of this cover.

;> to be held on March 20.

" rokers believe that there
are serious anomalies in the
rate structure and fo;e;ren?
practical diificulties in t e‘l w
plementation of some admin
trative requlrements an-

" nounced by $asra.
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of some busi
okers — WhO
om the plan-
gtems largely
ons that this cov-

The dismay

ning of Sasra —

ged through London.

gome compa

_the Irger risks.
For instance,
trial group has

on Sasra’s terms its total pre-
miums on fire and riot cover
for its R2-billion of properties
will jump from about 2. 5-mil-
lion 9 R4,5-milllon ( an in-
crease of about 78 per cent).
vet experienced brokers in
the riot market say similar
cover with the same exclusions
can be arranged abroad for an
additional premium, of less than
Ri-million. .
" Educational ingtitutions,
where the risk of politically-
motivated damage is high, are
likely (and understandably) to
be the hardest hit. But the dan-
ger is that on Sasra’s terms
this type of cover could just
rove to he 100 expensive.
A university which has prop
erty valued at R100-miilion,
could find its insurance premi-
ums sky-rocketing by about 170
or cent from R60 000 toO
. R160 000 were it to cover itself
adequately against this risk.
But for smaller companies,
motorists.and householders, not
only is Sasra’s cover more rea-
sopably priczd, but all that 18
available anyway, which is why
the company Was 7 rmed by
the short-term {nsurance com-
panies, Who will ron it an

carry a fraction of the underw-
x;lgin% l:lSkt'h and Government
thich is the ultim :
which imate under
The cost of Sasra cover on a
house valued at R30000 will
push the existing annual premi-
um up by only about R7,50 or 20
pe& cent.t el
evertheless, one brok
tells me that in bis gpir);i?;r‘ls
even including Sasra’s rate a
house of that value could be’
insured for an annual premium
of between R27,50 -and R30
were it not for the stranglehold
building societies have in dete:-
mining rates in this marker.

1t is hardly surprising, there-
fore, that some societies have
strong links with insurance
companies.

Per,haps the best news is that
Sasra’s charge for insuring the
contents of houses is cheap be-
yond a shadow of a doubt.
Goods valued at R10000 will
require only a 2,5 per cent pre-
mium increase to buy this addi-
tional cover.

The motorist also comes off

fairly well. Political riot cover i

will cost him only an additional
R6 a year for cars valved at

‘ less than R15000 and RS for !

——re

Soweto or Alexandra.

more exp2nsive ones.

On a car costing R7 000 that

works out at rougm{ an in-
crease of 4 per cent In
premiums.

annual

similarly, a gmal} truek own-

er will have to pay only R7 a
year more in premium3 while
large trucks will attract an ad-
ditional R9.

Brokers warn, however, that

as many compreheisive motor
policies contain elements of po-
litical riet cover, motorists
should make certain wWhen
buying Sasra cover that' their
comprehensive premiums are
adjusted to take the duplication
into account. ’

An anomaly, hovever, ap

pears fo be that the cost of
Gasra cover for companY-
owned vehicles not individually
insured will at about R2,50 a
year be less than half what the
ordinary motorist has to pay
for the same cover.

Another anomaly appears to

arise from the method . of ad-
justing Sasra’s rates according
to the. distance the insured’s
inmovable property is from a

tential danger aree, such as

A broker has calculated that
the increase in the premiums
on a RI00 000 warehouse in Jo-
hanneshurg’s suburh of Kew.
which is close to Alexandria,
will be 50 per cent whereas
those on &1 office block of the
game value in Randburg, about
10 1niles away, will go up by 134
per cent.

Moreover, no allowance ap-

ars to be made for any dif-

erence in the political riot risk
on a house in Johaunesburg’s
Orchards, which is also close to
Alexandra, and one in Blair-
owrie, which is oil the oppo- ‘
site side of the city.
“Nor 18 it yet clear to what }
axtent the limited existing_l{)--.
[\

PRy

(-""fszma‘;ﬁgar
ne, i
LR AN

TREFWOORDE

..............

----------

~

...........

.o
-------------




hade

INSTITUUY VIR EIETYDSE GESKIEDENIS

Die Universiteit van die Oranje-Vrystaat N/
LY
F’UEI}\K:’?;,Q ) T T Dawm { Onderwerp "' Dokument
s nr.‘ nr
012 15,6 , T3 e __C'gqt),,b l P AL S
' ' 13770
44 WER UM
Loy § g I
; SUNDAY TIMES  Jg............. N PN DBt ot
r - . ™ — -
* ° i k ; TREFWOORDE
iot plan sparks outcry
\\\) (-o-u——-i . . . y 1 ' R R Y .
From Page 1. understanding while final ad- Certainly, If all those cur-
- -jusiments are made in the light . rently with fire policies decide
litical riot cover in some fire = of wider knowledge. to take this additional political
and combined policies has been * But it is also true that these riot cover, Sasra’s first year’'s | @ | "' °° s '
transferred to Sasra’s cover.  planhsrs chose not to seek ad- premium income would be a
. 'There appears to be an admin-  .vice from a broking community 3taggering R2%0-million, mak-
istrative problam, too, over po-  that has been forced to acquire ing It almost instantly the larg- 2  smrssmesEemamam s
litical riot coupons being at-  skills in the international politi-  est insurer in the country.
tached to hundreds of thou- cal riot market in the service At that level of premium in-
sands of small householder of their larger clients; skills come, given a year ot two of
policies and the issuing of them  which in the light of Thursday’s few claims, it will soon have | § |  crocreeecvernenn
to members of employee group  announcements might still- amassed reserves at a whack-
insurance schemes. -~ prove (o be of contining value ing pace, which of course e-
" The rate for townships, to some. \ - duces government’s ultimate, 3 R
where almost all the damage In any event, as the provision unlimited underwriting labil-
,, has occurred in the past, are, of politicai rict cover in most ity. _ .
in comparison, not too high, Western countries is acknowl- The problem is, of course,
especially in view of discount - edged to be substantially the that at Sasra’sratedemandis }° |  .........0.. .
for volume, brokers conclude.  responsibility of government, ilkely to be circumscribed.
Of course, determining a unl- . can husinessmen be blarned for Brokers estimate that ouly.
form scale of rates to apply to - expecting Sasra’s rates to be about 25 per ceut of the fire 4
a vast number of diverse risks  shaved to the bone initially and -market will go in for thiscov- }  f 7 v PRt
i must have been an inordinately  adjusted later according to. er, which does introduce an
© difficult task and, accordingly, eclajmns experience and the need  element of self-defeatism into
Sasra planners deserve some to build reserves? o thewholegrand plan. . | e
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