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Client advice notice 3 (a)
Commercial Insurance – General Considerations

General 

It is vitally important that you have declared your correct loss history for at least the last three years. 

The full business description and details of the construction of the building is required for rating purposes.
Your contact details, VAT registration number and Company registration number is required in terms of the FICA regulations. 
It is also of vital importance that you inform us immediately of any changes in your risks, which would include changes in business description, situation of premises, acquiring additional premises, capital equipment (Buildings, plant, machinery, office equipment, vehicles), stock variations, countries of operation, contractual arrangements, sums insured/limits of liability, Subsidiaries/Associated Companies, new developments and business plans. This will enable us to alter your insurances as necessary and advise you on additional covers.
NB First amount payable/Excesses shown below is an indication only and the actual situation is reflected in your policy schedule
Average

The condition of average states that if at the time of loss or damage the value of your property is greater than the sum insured selected you will be considered your own insurer for the difference in the event of a total loss or pay a rateable portion towards a partial loss. It is therefore very important to insure your property for the correct values to ensure that you are adequately compensated by the insurance company when you have a loss. The following is a guide in selecting sums insured under the sections subject to the average condition:

Building – reinstatement value, i.e. what it would cost to rebuild the dwelling from the ground up at today’s prices including the cost of demolition, architect & plan submission fees including VAT. The sum insured should exclude the value of the land

Plant, Machinery and Contents – replacement value, i.e. what it would cost to replace your entire household contents or business assets at today’s prices including VAT. A standard inventory form is available to assist you in calculating the value of the contents room by room. A professional valuator may be needed to assist in valuating your business assets.  NB take into account leased, hired or borrowed equipment for which you rare responsible       (e.g. Telkom equipment etc) 

Stock – replacement cost to yourselves of all stock (i.e. raw materials, work-in-progress, finished goods and stores) excluding however, any stock in transit and any other type of stock specifically excluded in terms of the policy.

Motor – Market or Retail value, which must include VAT. The market value of a vehicle is the average value between its trade-in and retail values as published on a monthly basis in the Auto dealers digest. Premiums are directly related to the value of your vehicle. It is therefore important to regularly check and update the value of the vehicle. We will not automatically update the value, as this is dependent on other criteria such as mileage, condition and accessories. We can, however, assist in this regard.

Business interruption – Turnover (sales) less uninsured costs (.i.e. costs that would not be incurred if business is interrupted like telephone, petrol (variable costs) - a deposit premium is paid based on anticipated gross profit and adjusted at the end of the period based on actual gross profit. 

Fire and allied perils

Average applies.

You can insure goods in your custody and control provided it is included in the sum insured.

You can insure for accidental discharge of sprinkler leakage if there are sprinklers – please also check that if installed there may be a warranty to this effect on your policy.

Construction & occupation of buildings is essential information – non standard construction (e.g. thatch) attract higher rates and requires SABS approved lightning conductors
First amount payable:  Insurers would normally apply to lightning damage and to hazardous occupations – check your policy for full details.
Buildings Combined

Average applies

Same comments for sprinklers apply here as per the Fire and Allied perils section.
First amount payable: A basic amount will apply and a higher amount for lightning damage 

Office contents

Average applies

The sum insured should take into account leased, hired, or borrowed equipment for which you are responsible (e.g. Post Office equipment, leased photo-copier etc.)
Check if as a tenant you are responsible for fixtures & fittings (e.g. fitted carpets and partitioning) 
Security requirements: Depending on the type of risk either SAIDSA approved radio burglar alarm with armed response which is to be armed when premises closed for business arming & dis-arming activity to be logged with response company. The alarm must be maintained in working order – the policy will have a warranty to this effect OR burglar bars on all opening windows and security gates on all external doors

First amount payable: Normally 10% of claim minimum R500.00, increased to 10% minimum R1 000.00 for lightning strikes.  

Business Interruption (Also known as: Consequential loss or Loss of Profits)

Average applies – Sum insured must represent anticipated annual gross profit/revenue
It is important that the sum insured is correctly trended to cater adequately for growth in your business until you next expect to review your sum insured. Where the indemnity period exceeds 12 months, the sum insured should represent the amount which will be earned during that increased period. The sum insured for indemnity periods of less than 12 months is still the 12 months figure.  

The business must resume near normal operations within five days of the emergency occurrence, otherwise it will be out of business. 

Indemnity period is very important and must take into account the following factors:
· Time needed to replace existing premises, re-build (time for plans to be approved) or find alternative accommodation.

· Repair or replace damage plant both local & imported.

· Replenish stock lost, regain market share lost whilst you were out of production, recover from a catastrophe (e.g. Earthquake)   

First amount payable:  Normally time exclusions apply to certain of the policy extensions – e.g. 24 hours before you can claim under the public utilities extension.
Accounts Receivable

Average applies. 
Declarations must be made regularly to establish trends. Check warranty regarding safe storage of duplicate records. No cover if business is wound up following a loss. Removal of records to a place of safety is to be advised to insurers within 30 days.

First amount payable: normally not applicable.

Theft

No average applies
First loss basis (what is the most that can be stolen at any one given time) NB include cost of repairs to the building caused by the thieves. A separate limit covering Malicious Damage caused by thieves should be arranged over and above the first loss sum insured.
N.B. Please carefully choose your first loss limit as this is the maximum amount that will be payable by the insurer. Consider the type of goods that you stock, their portability and attractiveness to thieves when arriving at an appropriate sum insured.
Theft must be by visible evidence of forcible & violent entry/exit to/from building. Alterations to your property or protections thereof must be advised to your insurers. Keys should be removed from the premises.

Security requirements: Depending on type of risk either SAIDSA approved radio burglar alarm with armed response which is to be armed when premises closed for business arming & dis-arming activity to be logged with response company. The alarm must be maintained in working order – the policy will have a warranty to this effect OR burglar bars on all opening windows and security gates on all external doors
First amount payable:  normally 10% of claim with a minimum of R500.00
Money

Keys to the safe/strong room must be removed from the premises overnight

The major limit should represent your weekly largest cash holding (including wages). The seasonal increase item caters for seasonal fluctuations such as Christmas bonuses and long week-end takings. Damage to safes & strong rooms must be insured as a separate item.

Money warranties: Routes to the bank must be direct and uninterrupted and should be staggered and varied if possible. Money in transit up to R10 000.00 must be conveyed by two senior employees. Cash in transit over 
R10 000.00 must be conveyed by professional armed carriers. Follow recommended procedures for drawing, crossing, printing, dispatching or collecting of cheques otherwise 25% of loss excess to apply.

First amount payable: Normally 10% of claim minimum R500.00. Sometimes a higher amount will apply to the hold-up risk. 

Glass

Average applies

Sum insured to be replacement cost and include sign writing, alarm strips, window dressing, window displays, value of window frames removal & replacement, legal requirement to replace with safety glass. Special type of glass like mirrors, curved glass and neon signs should be separately insured. Building regulations may require replacement of glass to be with Safety Glass. This should be considered when calculating the sum insured.
First amount payable: Normally 10% of claim minimum R250.00 

Fidelity

Prospective employees should be screened thoroughly and reference checks done before they are employed. Institute control measures for stock and cash sanctioned by your accounting officer. Sum insured needs to be reinstated following all losses otherwise there will be no cover for the remaining period. One reinstatement can be purchased at inception or renewal for those employees not involved in any known loss. In the event of a loss you have to prove quantum as well as fraud and dishonesty by an employee.
All employees must be declared if cover is on a blanket basis otherwise you will be penalised by the insurer in the event of a claim.
NB Changes in system of checks and control to those that were originally advised to insurers must be communicated immediately. 

First amount payable: Normally 2% of the aggregate of the limit or R40 000.00 whichever is the lesser plus a further 10% of the net amount payable after deduction of the former amount.
Goods in Transit

Basis of valuation is cost price

Means of conveyance: Road vehicles owned or operated by you as well as professional carriers.

Vehicles under your control must be securely locked and contents hidden from view when unattended. Vehicles to be parked in a secure area during overnight stops. Vehicle must not be left unattended during loading and off loading. Goods conveyed in an open vehicle must be adequately protected from the elements. Theft from unattended vehicle is not covered unless the property is contained in a completely closed and securely locked vehicle or the vehicle itself is housed in a securely locked building. The premium may be adjustable on the annual carry value, which is to be declared at the end of the period of insurance. 

Territorial limits: Republic of South Africa, Namibia, Lesotho, Swaziland, Botswana, Zimbabwe and Malawi. Cover can be arranged in certain other territories on request. 
First amount payable: Normally 10% of claim minimum R500.00 and 20% of claim minimum R2 500.00 for theft/hijacking depending on load limit. – Please check your policy for actual excesses.  

Business All Risks

Average applies to unspecified item.

Insured on reinstatement value conditions basis – new for old.

Sum insured should therefore be on replacement value.

Items left unattended in a vehicle must be in a securely locked compartment – preferably in the boot which is out of sight. 

Make, model & serial numbers of all specified items compulsory 

First amount payable: Normally 10% of claim minimum R500.00 depending on the item.   

Accidental damage (e.g. implosion, collapse of shelving, contamination, impact damage) 

First amount payable:  Normally a very high deductible with apply to this wide form of cover. 
Liabilities

Check that the limit of indemnity is adequate for your needs bearing in mind litigation cost and the current awareness of litigants to sue for accidental damage or injury. 
Claims made basis policies cover claims made against you or incidents reported by you during the period of insurance provided they result from injury or damage happening subsequent to the retroactive date.

Claims occurrence basis policies cover injury or damage occurring during the period of insurance.

Products and Defective workmanship extensions (if insured) have an annual limit whilst general liability applies on each and every event with an original source basis.
Insured costs and expenses incurred in defending any action are included in the limit and must be approved by insurers before being incurred. Advise us of any incident which is likely to give rise to a claim. Never admit liability to any third party, no matter how obvious this appears. Insurer may exercise their right to repudiate your claim where a third party claim has been accepted or admitted by the insured.

Territorial limits: Worldwide excluding U. S. A. and Canada where you have knowingly exported to the U. S. A. or Canada. Subject to S. A. jurisdiction clause whereby claims in the first instance must be brought in S. A. courts. 

First amount payable:  Normally applicable to products liability, work away and defective workmanship cover with a minimum and maximum amounts applicable, e.g. 10% of claim minimum R2 500.00 with a maximum of R25 000.00
Group personal accident/Stated benefits

Cover is conditional on bodily injury sustained being caused by accidental violent and external means. Benefits are payable to the Company for and on behalf of the insured employee

Permanent disablement is payable on a scale of benefits as per the policy.

Accumulation limit applies (e.g. where insured employees travel together)

First amount payable: There is normally a waiting period under temporary total disablement section (weekly benefit)   

Territorial limits: Worldwide
Motor
Basis of indemnity

· Vehicle values are published and updated monthly  by Mead & Mc Grouther in their Auto Dealers Digest, which is the official guide used by all insurers.

· Insurers will generally insure your vehicle for its market value (this is the average between the vehicle’s trade in and retail values) and your premium is also based on this amount. The basis of indemnity in the event of a claim would therefore be the market value.

· Some insurers will grant you the option of insuring you vehicle for its trade-in or retail value and premium will be based on these respective lower and higher values. The basis of indemnity in the event of a claim will then be either trade-in or retail value

· Replacement value is normally paid when within first 12 months of new or first registered vehicles subject to the limit of indemnity – This option is not available to truck & trailers.

· Average applies to vehicles not insured for the correct value as per the basis of indemnity chosen.

· Insurers have the right to repair, reinstate, pay out cash values for your vehicle in the event of a claim

· The criteria that insurer’s generally employ to determine whether to write-off an accident damage vehicle or not is that the estimated  repair cost must exceed between 75% to 80%  of market or  trade or retail value.

· Insurer’s may deduct betterment and/or wear & tear from repair costs and may also use second hand non-mechanical parts when accident repairs are approved on used vehicles

· Following settlement of your total loss claim the wreck (salvage) belongs to the insurer and they may dispose of it as they please and you have no say in it’ disposal. 
· Where a total loss settlement is made, the insurance company may deduct the remaining pro-rata premium due from the settlement.
· Please check your vehicle values and ensure that you are adequately insured for at least the market value of these vehicles as you may be severely exposed in the event of a total loss even if you enjoy credit shortfall (top-up) cover. 
· Vehicles values should be revised after every 12 months. As a rule we will not adjust your vehicle’s value automatically at renewal as there may be other factors involved in arriving at its first value. 

Territorial limits

Your policy covers you for the operations within R.S.A., Namibia, Lesotho, Swaziland, Botswana, Zimbabwe and Malawi. Other territories like Mozambique, Zambia, and DRC/Congo (Up to Lumbumbashi) must be applied for separately.
NB Repatriation cost to get the vehicle back to RSA may be for your own cost – check your policy for details
Cover outside RSA is for own damage only and you must ensure that you purchase third party liability cover at the relevant border post. Cover afforded in other territories is subject to the jurisdictions of courts in the RSA 

Policy Requirements

· Vehicles under R150 000.00 in value must be fitted with a VESA approved level 3 or 4 immobiliser and/or a VESA approved gear lock. 

· Vehicles between R150 000.00and R250 000.00 in value must be fitted with a passive tracking device which has been approved by the insurer. In addition the device must be tested every three months and an activation report must be submitted in the event of a theft/hijacking claim to prove that the device was operational.

· Vehicles over R250 000 in value must be fitted with an active tracking device which has been approved by the insurer. In addition the device must be tested every three months and an activation report must be submitted in the event of a theft/hijacking claim to prove that the device was operational.
· Your vehicle must be maintained in a roadworthy condition at all time especially the tyres. Insurers may repudiate your claim if it found that the vehicle was not roadworthy at the time of the loss. 
· The remaining tyre read must not be less than 3mm 

· Please check that we have correctly recorded registration numbers of your vehicle(s) and also supply us with all your tracking certificates. We also require the VIN number & engine number (preferably supply us with a copy of registration certificate)
· Correct category license for the category of vehicle being driven
· Professional Driving Permit (PDP) is compulsory for driving of any goods or passenger carrying vehicles. Unlike the old public driving permit (PDP), which was only required for drivers of public carrier vehicles, the professional driving permit (PrDP) is also required for drivers employed by companies carrying their own goods.
Drivers of the following vehicles must hold a licence card, endorsed with an appropriate PrDP:

· heavy goods vehicle, loaded or empty, (codes C1, C, EC1 and EC); 

· breakdown vehicle; 

· bus above 3 500 kg GVM (codes C1, C, EC1 and EC); 

· bus or minibus with seating for more than 12 including the driver; 

· taxi or other vehicle carrying paying passengers (e.g. an ambulance); and 

· vehicle carrying more than 12, including the driver, whether or not it has enough seats and irrespective of its weight. 

Please refer to the attached Pocket guide for reference to the categories and exemptions and when a PrDP is needed.
· Drivers must not leave keys in unattended vehicles.
First amounts payable/Excesses
(The following is purely a guideline of the excess structure applicable – please check your policy for full details) 

· Basic – 5% to 10% of claim subject to a minimum R1 500.00 to R5000.00 depending on the type and value of the vehicle. The excess buy down option will only reduce the basic excess and not the other excesses mentioned below.
· Theft & Hi-jacking – additional 5% to 10% of value of vehicle

· Windscreen – 10% to 25 % of claim minimum R100.00 to R750.00 

· Drivers under 21 and/or under 25 – additional 10% of claim minimum R1500 to R5000 

· Driver license less than two years - additional 10% of claim minimum R1500 to R5000 

· Clams within 30 days of insurance – additional 5% to 10% of claim
· Second claim in same year – additional 5% to 10% of claim
· Voluntary excess chosen by insured – fixed amount chosen by for a rebate in the premium.
Electronic Equipment

Average applies

Insured on reinstatement value conditions basis – new for old (up to seven year old equipment otherwise market value).Sum insured should therefore be on replacement value.
Non forcible theft and disappearance cover is available from some insurers at an additional premium loading. Betterment may apply where defunct computers are replaced by better performing ones with added features.  Make model & serial numbers of all specified items is compulsory.
Security requirements: Depending on type of risk either SAIDSA approved radio burglar alarm with armed response which is to be armed when premises closed for business arming & dis-arming activity to be logged with response company. The alarm must be maintained in working order – the policy will have a warranty to this effect. OR Burglar bars on all opening windows and security gates on all external doors

First amount payable:  

Hardware & software – normally a higher amount is applicable for lightning damage and power surges – we recommend that you install a lightning/power surge protection unit to your equipment.

Reinstatement of data – Flat amount applies & Increase cost of working – Time excess (normally 24 hours) 

Claims notification procedures 
We will be keeping a register of all your claims for future reference. It is therefore advisable to report all incidents whether they result in an insurance claim or not to us as soon as you become aware of them. This will also enable us to advise you on the specific procedure to be followed in respect of each claim. You may also contact the insurance company directly if for any reason we are unavailable – refer to the policy schedule and their disclosure notice for full contact details. 

NB – Any occurrence, which may reasonably be regarded as likely to give rise to a claim, must be notified to the insurance company or us IMMEDIATELY. 

A fully completed claim form must be submitted together with documents substantiating the amount of the loss and proof of ownership where required (retain documentation such as purchase invoices or user manuals).

Thefts and losses of property and motor accidents must be reported to the police immediately but not later than 48 hours after the occurrence.

In all motor claims insurers require copies of driver’s license and photograph page of identity document – even if the vehicle was parked at the time of the incident – the last driver is regarded as the driver. NB ensure that the accident damaged vehicle is towed away by an approved towing contractor, otherwise you may be responsible for the towing costs. 

Your insurers have the option to repair, replace, reinstate or pay cash and have the right to assess the loss. Do not replace or repair lost or damaged property without first obtaining authority from the insurers or us.

Do not dispose of damaged items and/or salvage without prior authority. Insurers have the right to call for proof of ownership of lost items. 

Never admit liability to third parties for any accidents. Any correspondence, personal or telephonic contact by a third party must be referred to the insurers or us immediately. Refer to our website on www.mjdbrokers.com for claims procedures involving specific classes of insurance.

Motor accidents involving bodily injury must be reported by the owner/driver to the Road Accident Fund (P. O. Box 2743, Pretoria, 0001) within 14 days from the date of the incident (the prescribed forms are available at all police stations|).

The standard multimark 3 wording currently provides cover for 10% of the sum insured or 

R1 000.00 whichever is lesser for claims preparation costs. Additional cover can be affected under “Additional claims preparation costs” of each section of the policy. This cover is not available on domestic policies. 

Territorial limits

Territorial limits are generally stated as being the Republic of South Africa, Namibia, Lesotho, Swaziland, Botswana, Zimbabwe and Malawi. However, certain sections may only cover nominated premises.

Should you require cover in other African territories not listed above, then please inform us immediately so that we can arrange the necessary cover. 

Payment of premium

Monthly basis policies – premiums are payable monthly in advance by means of the debit order system and you have a choice of having your account debited either on the 1st, 5th  or 15th of every month. Please ensure that there are always sufficient funds in your selected account to meet the insurance premium so as not to compromise your cover. You are required to pay the premium on or before the inception date or renewal date or on receipt of our debit in respect of endorsements. You are entitled to a period of 15 days from the premium due date in which to pay your premium. If you do not pay the premium within 15 days of the due date cover will be cancelled from midnight on the day before the due date. This 15 days extension only applies from the second month of new policies and does not apply where you have stopped payment.

Annual policies – premium are payable annually in advance. You are required to pay the premium on or before the inception date or renewal date or on receipt of our debit in respect of endorsements. You are entitled to a period of 15 days from the premium due date in which to pay your premium. If you do not pay the premium within 15 days of the due date cover will be cancelled from midnight on the day before the due date. 

General Insurance principles and conditions

Insurable interest

There must always be insurable interest for a contract of insurance to be valid. You are therefore permitted to only insure property legally owned by you, (in which you have a proven financial interest) or which you can be held legally responsible.

In respect of domestic policies you may insure assets belonging to yourself, your spouse and dependent minor children. Assets belonging to parents, independent children or children whom have attained the age of 18 may not be insured unless by prior arrangement with and accepted by your insurer in writing

Duty of disclosure/Good faith

Every contract of insurance is underwritten with utmost good faith on either side. All material facts, which would have an influence on the risk, must be disclosed to the insurance company. Any misrepresentation or non-disclosure may result in the policy be made voidable by the insurer. This includes any facts (or omissions), which increase the risk of loss or damage and include facts indicating you may have financial problems, etc. The duty of disclosure continues throughout the contract.

The duty of disclosure of all material facts including but not limited to previous and current insurance and losses, physical and mental impairments, non-moderate lifestyle or contemplation in dangerous activities, convictions, judgments, pending convictions, pending judgments, endorsed or suspended licenses etc. rests on the proposer.

NB it is of utmost importance that you have disclosed your previous insurance record and loss history whether you were insured or not.

Subrogation

The insurer has the right to take over and conduct the defence or settlement of any claim you may have against a third party and have the right to use your name for this purpose even before settlement of your claim is made.

Contribution

If property is insured under more than one policy, then each insurer/policy will pay its rateable portion of any claim.

Cancellation

There is a 30 days bilateral cancellation clause. Insurers may give notice of cancellation due to excessive claims, fraud, intentionally exaggerated claims and unpaid premiums.

Prescription

If insurers repudiate any claim made under the policy, they will be relieved of any liability unless you serve summons on them within 90 days of the repudiation. 

Loss prevention 

All insurance contracts state that you must take all reasonable precautions to prevent accidents and losses. You should therefore, in the event of accident or loss, act as though you are not insured and take every step to minimize the accident or loss.  

Construction of premises

Construction of premises is stated as being “constructed of brick, stone, concrete or metal on metal framework and roofed with slate, tiles, metal, concrete or asbestos. Including landlord’s fixtures and fittings thereon.

It is important to advise us of any other constructions methods not stated above as this would influence the risk – e.g. thatch roofs and other inferior construction

Risk Management    

Risk Management definition:

“A management function which has the objective of protecting people and assets 

(and profits if a business) by eliminating or minimising the potential for loss from pure (adverse) risk and the provision of funds to recover from losses that do occur”

Risk Management is an involved process which has been embraced by the King 2 Commission. Simply put it can involve:

· Identification of losses which may affect you

· Quantification of these potential losses

· Reduction of possible losses

· Transfer of losses to third parties whenever possible

· Insurance only on the residue
Compulsory State Legislated Insurance:
Road Accident fund (RAF)
The RAF protects guilty drivers by picking up their liability for any bodily injury caused to an innocent victim of a road accident. The fund operates on a limited liability basis (RAF commission recently capped the limit any one person can claim from the fund). The fund is funded from the fuel levy. All claims must be reported to the RAF within 14 days to – Please click here to read about the latest developments concerning passenger liability and the Road Accident Fund.
Compensation of Occupational Injury and Diseases (COID) Act
All Employers must apply to the Workmen’s Compensation Commissioner to provide compensation to workman falling within the scope of the Act for injuries or disease arising out of and in the course of their employment. 
Unemployment Insurance Fund (UIF) Act 
Every Employer carrying on a business in the RSA must furnish the Secretary for Labour with particulars of his/her business as prescribed in special forms and shall contribute to the Unemployment Insurance Fund (UIF) in respect of employees who fall under the Act in accordance to the rates specified in Schedule 1 of the Act  
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