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In search of the truth 

I have always been surprised 
at just how often business and 
senior leaders make assumptions 
about what their customers want, 
value and have experienced. The 
same applies to other important 
stakeholders in their business, 
such as staff, distribution 
partners, shareholders and the 
like.

I recall sitting in a Corporate 
Valuations lecture as part of a 
business course I was doing some 
years back and what struck me 
was the sheer volume of critical 
‘assumptions’ being made by 
the class. The professor would 
accuse the ‘assumers’ of simply 
being lazy and challenged us to 
seek as much data as possible, 
so that we could replace our 
assumptions with the facts, as 
far as possible and, in doing so, 
ultimately improve the outcomes 
of our valuations.

It is with this aim, to seek the 
truth and the facts, that we at SHA 
developed the idea of conducting 
two surveys focused on liability 

specialist insurance among 
potential customers (business 
owners, officers/directors and 
C-level executives) and a broker 
survey. These surveys represent 
our continued efforts to replace 
critical assumptions about our 
end-customers, as well as equip 
our brokers with the actual facts 
- across many dimensions.

Seek first to understand

You cannot solve complex and 
evolving problems unless you 
seek first to fully understand the 
problem and continue to try to 
understand problems as they 
evolve. This process of seeking 
to understand problems that 
exist around you and developing 
appropriate solutions is best 
described in one word: ‘adapting’. 

Today, more so than ever before, 
we are constantly reminded that 
surviving and thriving in our 
world is not the domain simply 
of the fittest and the strongest, 
but the ability and the speed at 
which one adapts to our rapidly 
changing environment.

We believe that the fundamental 
return on investment (ROI) that 
should flow from our Specialist 
Insurance surveys, is that we can 
share insights with our customers 
and brokers that will help us all to 
better understand the business 
risks and problems facing South 
African businesses. With this 
enhanced understanding, we 
believe we are all much better 
equipped to develop appropriate 
risk solutions.  

With this point in mind, SHA 
wishes to share with you our 
real purpose,  which lies behind 
all that we do as a business, 
transacting in the world of 
specialist insurance solutions. 

Our real purpose is that 
of ensuring hopes and 
dreams 

We trust that the collaborative 
effort of our clients, our brokers 
and SHA will better help us in 
achieving and living our real 
purpose.

INTRODUCTION

Gareth Beaver
CEO
Tel: +27 11 731 3666
Email: gareth@sha.co.za
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In 2017, SHA Specialist Underwriters embarked on 
two research projects with the aim to gain further 
insights into the understanding and uptake of 
casualty insurance (liability and accident & health) 
amongst business decision makers and insurance 
brokers in South Africa. Prior to this research, there 
was little to no publically available insight into the 
world of niche insurance. Many people still do not 
realise that a liability claim can literally cripple a 
company financially, as well as its leaders in their 
personal capacities. 

The primary goal of the data gathered from these 
reports is to provide a tangible tool to ensure that 
South African business decision makers can better 
mitigate their liability and employee injury risks, 
while at the same time enabling brokers to further 
assist their clients to have the most comprehensive 
niche, casualty cover in place.

The SHA Business Leader Risk Survey

In 2017, 200 business owners, directors/officers and 
C-level executives were surveyed by an independent 
research company. The businesses were selected 
randomly and varied in size and industry sector. 
70% of respondents fell into the category of small 

business, with the remaining 30% spread amongst 
medium, large and corporate-size entities. 

The purpose of the business leader survey was to 
establish the level of understanding that decision 
makers had about topical third party liability 
and employee injury issues. This included their 
obligations under various pieces of key legislation 
such as the Companies Act, The Compensation for 
Occupational Injuries and Diseases Act and the 
Protection of Personal Information Act. We also 
sought to further understand their exposure to 
litigation, fraud and cybercrime, as well as their 
perception of the availability of insurance solutions 
to cover these exposures.

EXECUTIVE SUMMARY
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Overall, we deduced from the 
responses that most South 
African businesses have a 
limited understanding of their 
obligations under key pieces of 
legislation. In many instances 
clients alleged that they had 
not been made aware of 
the availability of key niche 
insurance coverage, such as 
Directors and Officers (D&O) 
Liability Insurance. Employee 
fraud and cybercrime are 
massive exposures for South 
Africa businesses with more than 
a third of respondents having 
fallen victim to cybercrime in 
the past year. Despite this, take-
up of relevant insurance still 
remains relatively low.

The decision makers also 

answered some pointed 
questions about the 
expectations of service levels 
they have of their brokers and 
insurers. 

In spite of the current economic 
climate in South Africa, only 
17% of respondents said that 
the lowest premium was most 
important when choosing 
their insurer. Having the most 
comprehensive cover featured 
at the top of the list when 
choosing an insurer - with 28% 
of respondents selecting this as 
most important to them. The 
insurer’s reputation for paying 
claims ranked in second place, 
followed closely by the influence 
of the broker’s recommendation. 
It should be noted that while 

most respondents ranked their 
broker’s   recommendation
as critical in choosing an 
insurer, in the larger/corporate 
environment, broker input 
featured much higher as a driver.

We also asked decision makers 
to rank their perceptions of 
their broker’s value. In both 
groups (SME and Corporate), 
the broker’s ability to perform a 
thorough risk analysis featured 
at the top of the list. There was, 
however, a divergence between 
the groups on the premium vs 
comprehensive cover issue, 
with smaller businesses placing 
greater emphasis on obtaining 
wider coverage and larger 
businesses focusing more on 
the best possible premium. 
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SHA Broker Risk Survey

In the latter part of 2017, the second survey titled 
the SHA Broker Risk Survey involved canvassing the 
opinions of 350 short-term insurance brokers. 
Participation in the survey was voluntary and 
anonymous and 79% of the respondents fell into the 
independent broker category, with the remainder 
coming from global firms.

This survey produced very interesting results. 
Approximately 60% of brokers see their clients twice 
a year or less. When they do meet, they spend just 
over a third of the time discussing specialist casualty 
insurance. This is not unusual, but does highlight 
potential professional risk areas for brokers given 
the relatively low levels of client comprehension 
of key legislative exposures, which is discussed in 
more detail elsewhere in this report. Of course, 
there is also great opportunity for confident brokers 
who are willing and able to open up conversations 
about the niche insurance coverage.

There are varying levels of discomfort from brokers 
regarding their own skill levels and understanding 
of key niche covers. Perhaps not surprising was 
that cyber insurance featured as the area that 
brokers were least confident in. This is worrying as 
clients highlighted cybercrime as an area that they 
felt most vulnerable, it was also shown as an area 
where 39% of business respondents had already 
had an incident.

Surprisingly, between 15% and 20% of brokers still 
don’t feel comfortable with Professional Indemnity 

(PI) and Broadform Liability Cover, even though 
most of the new business quoting and policy 
activity is in those areas.

Brokers were also asked what the determining 
factors were when they choose an insurer. Again, 
much like in the client poll, pricing did not feature 
as the most important. In fact brokers ranked 
widest coverage, claims paying reputation and 
turnaround times ahead of lowest premium. In 
many respects this is contrary to the pricing cycle 
being experienced in the specialist market, where 
many underwriters and brokers appear to adopt 
an aggressive pricing strategy as their main selling 
proposition.

Brokers were also asked to rank their role in meeting 

clients’ needs. Here and there was an alignment 
of client and intermediary views, with the brokers 
practically mirroring the business decision makers’ 
responses. Conducting a thorough risk analyses and 
finding the widest coverage trumped lowest pricing.

We also addressed the issue of insuretech in 
the specialist market. Overwhelmingly brokers 
identified that they would use digital tools provided 
by underwriters as long as they still had the option 
of speaking to someone (over 80% of respondents).

The survey also highlights the value of training for 
brokers (49% voted this as most important), followed 
closely by face to face meetings, underlining the 
value of human interaction and relationships when 
it comes to commercial insurance. 

KEY TAKEOUTS:
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SECTION 1: 
BROADFORM LIABILITY

Broadform Liability insurance protects a business against legal liability by covering the legal defence costs and 
damages or settlements arising out of injury or damage caused to third party, persons, or their property during 
the operation of business services. A Broadform Liability policy is extremely comprehensive and has many sec-
tions of cover and extensions.
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Broadform Liability cover 
increasingly important as 
South Africa becomes more 
litigious 

While the figures in the Judicial Services 
Commission’s (JSC) annual report 
reveals a marginal drop of 1.59% from 
852,781 newly registered civil litigation 
cases in 2014/2015 to 839,208 cases in 
2015/2016, as liability underwriters, we 
have witnessed more summonses being 
issued. It is clear that the days of reaching 
a ‘gentleman’s agreement’ to resolve 
issues are few and far between. 

The SHA Business Leader Risk Survey 
found that 15.5% of respondents had 
experienced legal action brought by a 
customer against their business. It is also 
interesting to note that the amounts 
involved have also risen significantly, 
particularly in the area of personal injury. 
It is not unusual to see claims amounting 
to millions of rands for a minor injury.

We are in a tough economic environment, 
with prices increasing and profit margins 
reducing, which leads to a more litigation 
when there is a dispute. Fortunately 
for an insured, a liability policy not only 
indemnifies a business in the event 
that they caused damage to Third Party 
property or injury to Third Party persons 
through negligence, it also pays to defend 

the insured against spurious claims. For 
some insureds, this is where the real 
value in a liability policy lies.

While 60% of report respondents were 
small and medium-sized enterprises 
(SMEs), it is important for SMEs to 
realise that the size of a business has no 
bearing on the level of litigation it may 
face. Ordinarily legal liability will arise 
from the goods manufactured or services 
provided but there are times when a 
legal liability may come from something 
not contemplated by the insured such, 
as the driver of a company vehicle losing 
control of the vehicle which rolls into 
a field, bursts into flames and sets five 
neighbouring properties alight.  It could 
be a child injured at a Company family day 
or left over canteen food given to charity 
which causes a group of people to fall ill. 

Often the biggest liability exposures 
for SME’s arise when they are entering 
into contracts. Signing an agreement 
without an awareness of the impact on 
the risk of litigation can be disastrous.

Lets take the example of a business that 
that is contractually required to take out 
R1,000,000 in liability cover. The owners 
may mistakenly assume that they have 
also capped their exposure to R1,000,000 
when actually, the issues of insurance 
and indemnity are often mutually 
exclusive. The risk of litigation beyond 

the insurance limit is generally unaffected 
by the purchase of a policy and the SME 
would be exposed to potential losses 
much greater than the policy limit.

The exposure here is huge 
for businesses and the contract should 
be re-negotiated, if possible, so that a 
finite amount of liability is agreed upon. 
The other big exposure for SMEs is not 
having a contract in place at all. Contracts 
will who is responsible for what and by 
not having an agreement in place the 
insured is vulnerable when there is a loss 
as they may end up being unexpectedly 
responsible for damage or injury. This 
historically causes problems when there 
is a dispute, as the SME owner suddenly 
realises that they are facing liability for 
something they did not anticipate. In 
addition, larger companies tend to have 
legal departments and are generally 
negotiating from a stronger position with 
their commercial clients.

Our 2017 survey revealed that of 
the business respondents who have 
experienced litigation against their 
company, 58% said it was related to a 
contractual issue, 35% said it was related 
to injury or damage to third parties/
property, 32% cited a service failure, 
while 26% said it was related to a product 
failure (note that numbers do not add 
up to 100% as multiple selections were 
possible). 
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These findings are in line with our 
own claims experience at SHA. 
Liability policies generally do not 
respond to pure contractual liability, 
unless there is accompanying 
damage or injury. However, we have 
noted that in many businesses, 
contract risk management is quite 
poor. Contracts are often rolled 
over beyond their expiry dates or 
are adapted to new jobs, without 
being properly amended. This 
leads to problems when there is a 
disagreement between the parties. 
SMEs often strike deals without 
proper contracts, leaving the parties 
at the mercy of the Common Law to 
resolve disputes (which often does 
not favour the business’s interests).

Disclaimers – do they 
really protect businesses?

Of those business decision makers 
who have not experienced a 
customer initiate legal action against 
their business, 36% said that they 
manage risk through the use of clear 
disclaimers and indemnity clauses. 
This is the first line of defence and 
may well protect a business from 
claims. There are, however, reasons 
that a court of law may find such 
disclaimers obsolete, such as the 
disclaimer being unreasonable, not 

visible, placed incorrectly, or simply 
not in the language of the person 
who was injured.

Further to this, it’s important to note 
that companies cannot contract out 
of gross negligence. Essentially, this 
means that even where a customer 
signs an indemnity form in which 
they’ve agreed to hold the business 
harmless for loss, injury or damage, 
liability could still attach in the event 
of gross negligence. For example, if 
a bungee jumping company gets a a 
customer to sign an indemnity form, 
but the instructor tells the customer 
to jump before the bungee cord ia 
attached and the person becomes 
disabled, failing to tie the bungee 
cord is likely to be determined to be 
grossly negligent. 

Social media monitoring 
becoming increasingly 
important 

82% of respondents that have 
never had a customer initiate legal 
action say they manage customer 
complaints quickly to avoid 
litigation. Managing complaints 
quickly and efficiently can assist in 
avoiding litigation. The insured does 
also have certain obligations to 
their insurers if they want to ensure 

the response of their liability policy. 
This is why it is so important that 
they go through their liability policy 
carefully with their broker so that 
they fully understand what they can 
and cannot do and when a matter 
must be reported to insurers. 

It is highly encouraging to note 
that 72% of the total business 
respondents said that their 
company actively monitors social 
media for customer complaints. 

Percentage of business respondents who have 
experienced litigation against their company

Numbers do not add up to 100 as businesses may have experienced l
itigation in more than one area.
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Keeping an eye on social media and 
handling complaints effectively means that 
opportunities for quick resolution of problems 
can be spotted early. Businesses that adopt this 
approach are also more likely to maintain their 
reputation with their customers. It is important 
for business decision makers to remember 
that reputational damage following a liability 
incident is rarely insurable. The damage to a 
brand prevails long after the liability claim is 
settled.

Broker insights into Broadform 
Liability cover

As consumers become more aware of their 
rights, so to are the requests for broadform 
liability from businesses. This is largely a result 
of legislation, such as the Consumer Protection 
Act (CPA) and a progressively active legal 
fraternity.

“It is important for SMEs 
to realise that the size of a 
business has no bearing on 
the level of litigation”

The SHA Broker Risk Survey indicates that 
approximately 55% of brokers have obtained 
a quote for Broadform Liability Cover for their 
clients in the past three months. This type of 

cover is currently second only to Professional 
Indemnity (PI) in terms of new business 
enquiries. 

Broadform claim resolution

The broker survey also revealed that only 23% 
of brokers have seen claims under a broadform 
in the last year, meaning broker experience 
with such claims is actually still quite limited. 

In a recent study conducted by SHA into our 
own claims, it appeared that the average time 
it takes to resolve a broadform claim is just over 
12 months. When it comes to liability claims, 
there is often an expectation that the matter 
will be dealt with as quickly as under a material 
damage policy, but this is not the case. Once 
an incident is reported to insurers the matter 
will most likely lay dormant until the Third 
Party takes action against the insured. Not 
every incident leads to a claim. Some claims 
only come in just before prescription, which is 
mostly three years after the event. 

At the end of the day, it is important to realise 
that liability policies are primarily legal defence 
policies, which means the claim will often follow 
the legal process. It should also be noted that 
where insurers defend the insured’s claim, as 
much as 50% of the litigation becomes dormant 
at some stage, due to a variety of reasons, (on 
the part of the third party) including litigation 
fatigue and costs, and this also increases the 
average claim turnaround time.

KEY TAKEOUTS:
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SECTION 2: 
DIRECTORS AND OFFICERS 
LIABILITY INSURANCE (D&O)

A Directors and Officers (D&O) liability 
policy covers the personal liability 
exposures of decision makers in the 
business. This policy responds to claims 
following wrongful acts, such as breach 
of duty, error, omission, misstatement 
or misleading statement(s), by the 
insured in their capacity as directors 
or senior managers. It covers awards, 
damages and approved settlements 
to third parties, as well as the costs, 
charges and expenses incurred by the 
insured for the successful defence of 
allegations of any criminal act, wilful 
misconduct, breach of trust, reckless 
trading or breach of authority.
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The importance for 
directors to truly 
appreciate their duties 

According to the The SHA 
Business Leader Risk Survey, 
56.5% of South African business 
owners do not have a clear 
understanding of their obligations 
under the new Companies Act. 
This is indeed a shocking statistic, 
that is evidenced in some of the 
claims we’ve processed recently. 
In many instances we have seen 
that board members did not 
appreciate the sheer magnitude 
of their duties and responsibilities 
as detailed in the Companies 
Act and various other pieces of 
legislation and regulations. 

The Companies Act stipulates 
that any director who contravenes 
the provisions of the Act may be 
held liable for loss or damage 
suffered by another party as 
a result of that contravention. From 
a personal liability perspective, 
this places the director’s physical 
and financial assets at risk. Even 
after death, their estates can be 
at risk and their families can be 
left destitute. Thus, the directors 
and officers of any South African 
business are potentially exposed 

to a D&O suit, regardless of the 
size of the organisation.

Another alarming discovery 
made by the report, is  the 
relatively high levels of ignorance 
at director and C-Suite level 
- 25% and 28% respectively.  
Individuals at this level should be 
clearly aware of their duties and 
responsibilities. With that said, 
these individuals may in some 
instances be depending largely 
on the compliance departments 
of their respective companies 
to assist them with their day 
to day management functions. 
While this could have influenced 
their responses,  ignorance will 
regrettably be of no help to the 
director if a stakeholder suffers 
damages as a result of the 
director’s failure.
 
Given material increases in 
shareholder and stakeholder 
awareness and activism, a lack 
of understanding on the part 
of the director could increase 
their personal exposures. This 
will invariably be exploited by any 
party who suffered damages as a 
result. So if the business leaders 
are not aware of duties and 
responsibilities, this is a recipe for 
disaster.
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Very important to note is that 
claims can come from employees, 
shareholders, creditors, customers, 
competitors, regulators, litigators, 
liquidators, or even governmental 
institutions. It is imperative for 
directors to realise that even if they 
are not in breach of their duties, the 
legal defence costs alone could be 
crippling.
 
A general lack of awareness plays 
a huge role in the low take-up of 
D&O insurance. Interestingly, the 
majority of the businesses in this 
category are in the privately owned 
Small and Medium Enterprises 
(SMEs) sector. It is vital that SME 
owners realise that they are just 
as exposed as larger entities, since 
their boards have the same duties 
and responsibilities. While cost 
of insurance is often a factor for 
smaller entities, it is important to 
realise the potentially catastrophic 
cost of an uninsured D&O claim. 

The  broker’s  responsibility 

The  SHA Business Leader Risk 
Survey suggests that 52% of 
businesses surveyed do not yet 
have D&O insurance.

Brokers must realise the importance 
and increased need for D&O cover, as 

they reported that only 22% of their 
clients understand their obligations 
under the new Companies Act. 

However, it appears that only 17% 
of the business leaders surveyed 
(who don’t have D&O cover), 
were actually told about it by their 
brokers. This points to a clear need 
for SME brokers to help their clients 
to understand the need for the 
cover. Most Insurers are happy to 
assist and educate brokers on the 
subject of D&O. By not educating 
themselves and informing their 
clients, these brokers are increasing 
their own legal liability exposure, not 
to mention potential reputational 
damage. 

With regards to the broker survey, 
it is encouraging to note that 54% 
of respondents have obtained a 
D&O quote for their clients in the 
past three months.  While they 
are obtaining quotes, this does 
not necessarily mean these quotes 
are turning into policies. Many 
directors are still considering the 
value they would obtain for the 
premium costs incurred and they 
remain very price sensitive. We are 
fortunately seeing a higher uptake 
in these types of policies lately. We 
believe that this is largely fuelled 
by the awareness created by the 

media exposing potential breaches 

by board members.

D&O claims time 

According to our broker survey, 
very few brokers have actually 
experienced a D&O claim in the last 
12-months (6.36%). 

Brokers and clients need to realise 
that these types of claims are 
complex and can take some time to 
conclude. Complexity is multiplied 
when considering variables such 
as the totally different defences 
and strategies between different 
insureds.  Each case (even between 
directors) has to be be dealt with 
on its own merits, and this can 
lead to further disputes and claims 
between the parties even before 
the original cause of the dispute 
has been resolved. There could 
even be potential conflicts between 
individual directors.

Claims are further complicated by 
the contractual agreements and 
the interpretation or application 
thereof, the tsunami of various 
legislative and regulatory 
requirements, which all have an 
impact on the management of a 
business.

KEY TAKEOUTS:
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SECTION 3: 
CYBER INSURANCE

Cyber Insurance provides comprehensive protection for cybercrime, privacy and media risks faced by companies 
during day to day operations. Every company that stores client or employee personal information should have cy-
ber insurance in place to protect against financial losses, as a result of any criminal activity involving a computer 
or network, such as the unauthorised access to, interference with, fraud and forgery of data.
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South African companies 
failing to prepare for POPI 
cyber risks

According to the SHA Business 
Leader Risk Survey, over 40% of 
business decision makers are not 
ready for the implementation of the 
Protection of Personal Information 
(POPI) Act or do not properly 
understand the potential impact it 
could have on their business. This 
result mirrors the findings of  the SHA 
Broker Risk Survey which revealed 
that 40% of brokers estimate that 
their clients are not ready for the 
implementation of POPI, from a risk 
perspective. 

Most companies are aware of POPI 
and are fairly knowledgeable with 
regards to its contents, but, there 
is still much uncertainty surronding 
the specific implications and actual 
requirements.  Draft regulations 
have only just been published 
despite the legislation being 
promulgated almost four years ago.
The office of the Information 

Regulator was established in 
December 2016 to be chaired by 
Advocate Pansy Tlakula and the 
Regulator is expected to be fully 
operational early this year. Once 
fully implemented, companies 
will have 12 months to comply. 
It appears many of the business 
decision makers do not yet feel 
the pressure to comply and remain 
focused on other more pressing 
issues.
  
However, it is important that 
business decision makers discuss 
the risks related to POPI with their 
brokers. Non-compliance with the 
proposed Act can have some very 
serious consequences. The Act 
makes provision for three elements 
of liability: 

•  Administrative - in the form of a 
penalty payable to the Information
Regulator, to the maximum amount
of R10 million;
•  Criminal - not exceeding 10 years’ 
imprisonment and/or the payment
of a fine; and 
•  Civil - for damages caused as a 

result of the improper management
of personal information, which does
not require intent or negligence.

Given these punitive measures, 
South African businesses should try 
to get ahead before the regulatory 
or statutory deadlines are imposed.

When asked whether their business 
have processes and procedures in 
place to address POPI, only 57% 
said yes. A lack of awareness and 
ultimately non-compliance to this 
privacy regulation will be detrimental 
to any South African business. It 
is important that companies have 
procedures, policies, corporate 
governance and risk management 
procedures in place to regulate and 
monitor the collection, storage, use, 
transfer and destruction of people’s 
personal information. A company 
needs to promote a culture which 
encourages the responsible 
handling of personal information.  
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According to the SHA Business Leader Risk Survey, 
38.5% of the respondents had experienced a 
network security breach, such as hacking, virus or 
ransomware over the past 12 months. In addition, 
34% of businesses decision makers feel their 
company is at risk of a cyber-attack in future and 
yet startlingly, 42.5% of businesses do not have 
proper anti-cyber-attack procedures in place.

With the increase in cyber-attacks, and the 
implementation of POPI, we hope that companies 
will begin to pay more attention to their cyber 
security and cyber risk management practices 
going forward.

Brokers and insurers have a key role to play 
in highlighting the minimum underwriting 
requirements that is expected of companies to 

mitigate their cyber risks and exposures. There has 
also been an increased awareness at boardroom 
level where directors are being held accountable 
for their cyber risk management. There is still much 
room for improvement for companies to reach a 
more satisfactory cyber security risk management 
level, such as having proper and tested back-
up procedures, business contingency plans and 
disaster recovery plans.
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Brokers insights into cyber insurance 

According to the SHA Broker Risk Survey, over 52% of 
brokers said Cyber Liability Insurance is difficult to sell. 74% 
of the respondents suggested that the difficulty in selling 
the cover stems from a perception by clients that they 
don’t need the insurance. This is at odds with the Business 
Leader Survey where it appears that over a third of clients 
do realise that they have an exposure to cybercrime.

The Broker Survey indicates that almost 60% of brokers 
are uncomfortable with the insurance coverage and this is 
more likely to be the reason for the poor take-up by clients, 
rather than a perceived lack of exposure to the crime. 

30% of the intermediaries surveyed confirmed that they 
do not try to sell cyber insurance at all. These brokers 
could potentially find themselves in hot water as this 
could be a Professional Indemnity (PI) exposure, if the 
client is not made aware and advised of a cyber product 
that is available for a risk that they could be exposed to. 
It is always prudent for a broker to discuss cyber risks and 
to ensure that they leave no room for gaps in their clients’ 
insurance cover. If the client is not interested, the broker 
must indicate that the client elected not to pursue the 
cover.

SHA is set to embark on an education drive for brokers 
to build awareness regarding cyber risks exposures and 
provide training on our cyber offering. We are also in the 
process of creating smaller and more intense technical 
cyber workshops on our policy wording, which will be 
aimed at enabling brokers to sell and advise their clients 
on our cyber insurance product.

KEY TAKEOUTS:
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SECTION 4: 
ACCIDENT & HEALTH INSURANCE
 

Personal Accident insurance is cover that businesses can take out for their employees or individuals can purchase 
in their personal capacity. When a business purchases this cover, it is referred to as Group Personal Accident cover. 
This policy provides worldwide cover for accidental bodily injury or death, which can result from: motor vehicle 
accidents, murder, assault, hi-jacking, recreational sport injuries, injuries on duty, injuries at home and even snake, 
dog or spider bites.
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Income protection and other benefits for 
injured employees

There are various benefits available, depending on 
the policy taken, such as accidental death, permanent 
disability, income protection and medical expenses or 
hospitalisation. Under the SHA policy, some value added 
automatic extensions include, but are not limited to: 
assistance with administration of Compensation for 
Occupational Injuries and Diseases (COID) & Road Accident 
Fund (RAF) claims, cost of obtaining medical reports, single 
engine aircraft cover, mobility and emergency transport, 
etc.

According to the SHA Business Leader Risk Survey, 40% 
of respondents said their companies are not registered 
with COID. This statistic is  particularly concerning as 
registration is a legal requirement for all South African 
companies. It is hard to believe that almost half of these 
businesses are not registered, so we estimate that some of 
these companies are actually registered, but the business 
leader simply does not know what COID is – which in itself 
is still worrying. 

Registration and contribution to COID is governed by the 
Occupational Health and Safety Act and it is a criminal 
offence to not register. Companies that fail to register can 
receive potentially massive fines and, business leaders 
or directors can even face jail time for up to two years 
if found negligent in terms of the health and safety of 
their employees. If an employee is injured at work and 
the company is not registered with COID, the company 
is responsible for the employee’s compensation as all 
employees are entitled to worker’s compensation under 
South Africa’s labour laws.  

In addition, the Compensation Commissioner for COID is 
linked to the South African Tax and Revenue Service (SARS) 
system. This means it is very easy for the Compensation 
Commissioner to discover whether a company is paying 
its employees, but is not registered with COID, in which 
case a fine can be swiftly sent. 

Of the 60% that are registered with COID, 26% of business 
leaders said they have experienced a problem when 
claiming from COID. We could also interpret this finding 
as 74% having never tried to claim from COID. SHA does 
not believe that dealing with COID is difficult, but rather 
businesses are often not aware of the right processes 
and procedures to follow when claiming from COID. It is 
a lengthy and admin-intensive process, but businesses 
have to do it and seeking some assistance can drastically 
reduce the resolution time of COID claims. 

This is why Personal Accident cover is so valuable for 
businesses, because by having this policy in place 
professionals, who deal with COID on a daily basis, will 
handle the claim on the business’ behalf, resulting in faster 
turnaround times and fewer administrative headaches.

55% of the business leaders registered with COID said 
they buy additional Personal Accident cover, on top 
of contributing to COID. This statistic is higher than 
expected. Larger commercial and corporate businesses do 
generally buy this cover. If companies were provided with 
a more comprehensive explanation of Personal Accident 
insurance, they would easily see how the policy can 
protect their own balance sheet and the income of their 
employees in times of serious injury or serious illness. This 
is acyually a basic requirement for all South Africans.
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Brokers’ perspectives on Personal 
Accident cover

According to the SHA Broker Risk Survey, only 
39% of brokers had obtained a Group Personal 
Accident (GPA) quote three months prior to the 
survey being sent out. Unfortunately, this statistic 
is not surprising as most brokers do not like 
highlighting GPA with their clients. Many brokers 
are still not comfortable discussing the differences 
in cover between GPA (short-term) and group life 
(long-term) benefits. However, GPA should not be 
seen as a replacement for life cover, but rather 
as an opportunity to provide cover for potential 
shortfalls that may exist in those employee 
benefits structures.

Our own statistics at SHA show that the Accident 
and Health insurance environment is a growing 
sector. We need to empower brokers to understand 
the cover and the tremendous value it can add to 
their clients. This is particularly important in the 
SME space, where the employers often do not 
offer life risk benefits to their employees. This is 
one of the most undersold products in the short-
term environment and it adds tremendous value 
to a client, a company’s employees and their 
families.

Less than 15% of brokers surveyed have dealt with 
a GPA claim in the last year. This statistic is also 
indicative of the number of brokers that actually 
have a client with a GPA policy as there is no 
shortage of GPA claims out there, and, if brokers 
sold the cover, they would be subsequently 
dealing with the claims.

KEY TAKEOUTS:
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SECTION 5: 
KIDNAP & RANSOM

Corporate Protection Insurance (Kidnap and Ransom Insurance) provides corporate entities with critical guidance 
and financial assistance in managing kidnap-for-ransom and extortion events. The main purpose of this product 
is to provide insured parties with expert crisis management services in order to minimise the negative effects of 
these difficult situations.
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Corporate South 
Africa must protect 
employees that travel 
across borders

According to the SHA Business 
Leader Risk Survey, 47% of 
businesses have employees 
that travel outside of South 
Africa on business. 70% of these 
business leaders are aware of 
the risks of kidnapping and 
hijacking that exist around 
the world – most prevalent in 
Africa and South America. It is 
positive to note that 77% would 
assist an employee if they were 
kidnapped or hijacked whilst 
on business - or on holiday - 
by appointing risk managers to 
negotiate with the kidnappers.

However, it is worrisome that 
23% of companies do not have 
measures in place to deal 
with the risk of abductions. 
Kidnapping and ransom cases 
often make national news 
headlines and the media and 
the public will demand some 
kind of response from an 
employer. They might not want 
to pay the premium for Kidnap 
and Ransom Insurance, or they 
may believe that there is no 

actual risk exposure, but this is 
something they need to educate 
themselves about and should 
seriously consider purchasing.

Africa in particular has, in 
recent surveys, accounted for 
approximately a quarter of 
global kidnappings with Nigeria, 
Kenya, Libya and Mozambique 
being most significantly 
affected. Of all the relevant 
products, Kidnap and Ransom 
Insurance, understandably, is 
the type of cover that a business 
leader often wishes he or she 
had in place, should the worst 
occur.

This type of insurance also 
provides peace of mind for the 
well-travelled executive and, 
in today’s modern and 
complicated global arena, 
should form part of every 
company’s internal risk 
management procedures when 
sending employees outside 
of South Africa. In the event 
of an incident, highly trained 
individuals assist the business 
and its employees. This covers 
the company’s requirements 
in terms of its duty of care 
responsibilities and brand 
reputation management.

KEY TAKEOUTS:
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Brokers’ insights on Kidnap 
and Ransom cover

Half of the respondents of the SHA Broker 
Risk Survey said they were not confident 
discussing Kidnap and Ransom cover 
with their clients - this was second only 
to Cyber Insurance in terms of lack of 
confidence. The unfortunate reality is 
that brokers often do not discuss products 
that they are not technically proficient in. 
This is a niche product and sometimes a 
broker does not have the knowledge, 
or experience, to discuss the risks, past 
claims examples, technical workings of 
the service or response that is provided 
under the product.

However, it is important that brokers 
begin to educate themselves about this 
specialised product as they are missing 
a key exposure here, especially when 
considering that 47% of businesses 
surveyed have employees that travel 
outside the country. 

The increasing number of incidents across 
Africa could have serious financial and 
reputational risks for any business - or any 
country for that matter. These businesses 
face a real exposure and the wellbeing 
of their employees must be seriously 
considered when sending them abroad 
to places they do not know and do not 
understand - especially if this cover is not 
in place. 
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Professional Indemnity (PI) insurance provides indemnity as a result of claims arising out of the conduct of 
professional services. Cover is in respect of legal liability to pay compensation as a result of actual or alleged 
negligent acts, errors or omissions in the performance of professional duties. The indemnity covers both damages 
and defense costs.

SECTION 6: 
PROFESSIONAL INDEMNITY 
LIABILITY   
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Better understanding 
of professional services 
and professional 
indemnity required 
in South Africa

According to the SHA Business 
Leader Risk Survey, 68.5% of 
respondents indicated that 
their company provides a 
professional service or advice 
for a fee. This is quite a high 
percentage considering the 
respondents were randomly 
selected across multiple 
industries. We believe that 
this could be due to the 
respondents applying a much 
broader understanding of 
what professional services 
actually are, which is generally 
a challenge when one tries to 
frame the need for PI insurance.

Historically, attempts to define 
“professional services” have 
not been very successful as 
the definition must be generic 
enough to allow for fluidity. 
It has always been difficult 
to draw a clear distinction 
between specialised services 
and professional activities, 
especially in non-traditional 
professions or industries. 

This is largely due to the 
fact that many industries 
have seen the emergence 
of increased complexities 
through legislative 
requirements, industry codes, 
or South African National 
Standard (SANS) codes and 
compliance requirements, 
and, what may have been 
considered a specialised 
service a few years ago may 
now have specialised to the 
point of professionalisation.

It is important to note 
that there are also many 
non-traditional professions 
emerging, in which the 
old indicator of university 
degree or other recognised 
qualification is no longer the 
determining factor. In addition, 
economic conditions are 
forcing professionals to expand 
their traditional roles and to 
branch out into other non-
traditional revenue streams, 
for instance, attorneys who are 
getting involved in investment 
advice, as well as professionals 
in the built environments, 
such as architects and 
engineers, who are becoming 
involved in dispute resolution 
as mediators or arbitrators.
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Brokers’ thoughts 
on PI 

The SHA Broker Risk Survey 
revealed that 72% of brokers 
have obtained quotes for 
PI cover in the past three 
months. However, only 20% 
of brokers have had a claim 
under a PI policy in the past 
12 months.

While brokers are 
comfortable to discuss 
the cover at underwriting 
stage, at claims stage we 
definitely see a lack of skill 
and understanding of how 
the PI policy operates. This 
often manifests in issues such 
as, inadequate notification, 
incorrect advice to the insured 
with regards to their policy 
obligations, with resultant 
policy breaches negating 
cover, as well as difficulties 
and delays in getting the 
correct information from the 
insured to progress the claims. 

What has come to the fore 
is the need for brokers and 
their insured’s to have a 
better understanding of 
how to “project manage” a 

claim event. It is surprising 
how overwhelmed and lost 
professionals feel when they 
are faced with a potential 
insurance loss, especially if 
litigation is involved. This 
is where as a business, 
SHA really showcases its 
experience and capitalises on 
the skill of a legally qualified 
claims department.

New areas of specialisation 
will always bring increased 
risk, which, to a large extent, 
must be an unknown for 
both the professional and 
the underwriter. This is 
exacerbated where the “new 
profession” is not properly 
regulated by traditional 
professional bodies or 
regulators and there is 
no formal educational 
qualification and training 
available. 

New guidelines thus 
need to be developed by 
underwriters and brokers in 
determining the boundary 
between specialisation 
and professionalisation for 
clarification of PI and Errors 
and Omissions (E&O) cover.
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SHA offers more than mere litigation funding 
as when the policy responds we partner 
with our insured and the broker in helping 
them through the often traumatic claims and 
litigation process. We offer access to and 
negotiate on their behalf for the best tariffs 
with a range of service providers to assist 
with their claim, from attorneys, to advocates, 
loss adjusters and other experts. This allows 
the insured to proceed with their business 
activities and generating an income while we 
take care of the claim. This ability to continue 
to operate in spite of a traumatic claims event 
is a key feature of PI insurance.

There is a lot of competition in the PI market 
and clients and brokers may be tempted to 
move underwriters/insurers frequently to 
save on premiums. As with everything in life, 
you get what you pay for. Cheap insurance 
premiums can come at a high price. In the PI 
environment these could be unpaid claims, 
whether by virtue of technical defences being 
raised, lack of loyalty by the insurer or simply 
the risk not being adequately underwritten 
which may result in losses to the insured. 
The major benefit of a PI insurance policy is 
not the indemnity payment, it is the ability 
and willingness of the insurer to partner with 
the insured to defend claims where they are 
unfairly accused of professional negligence. 

In the event of a PI claim, the professional 
needs the best team – not the cheapest team. 
This includes the service providers that the 
insurer chooses to partner with in defending 

the insured. A PI claim is extremely personal. 
A client is essentially accusing the professional 
of incompetence and is an attack on credibility 
that could have far-reaching repercussions for 
any professional’s career. It could also involve 
disciplinary inquiries by professional bodies 
that could lead to disbarment and ultimately 
a loss of earning potential. PI insurance is no 
place for the penny wise and pound foolish.  

SHA has 32 years of PI claims experience and, 
in a study we recently conducted, many PI 
claims can take almost three years to resolve. 
PI has the longest tail of all casualty classes. 
This is because by its very nature PI claims are 
often litigated rather than settled. When one is 
dealing with a professional person’s reputation, 
the insurer has to take this into consideration 
when making decisions regarding a potential 
settlement. The duration of the litigation will 
also be impacted by the complexity of the 
issues involved, the evidence which may have 
to be led, the use of expert evidence and 
protracted court processes. 
 
Conversely, in the general liability environment 
many clients want to settle as quickly as 
possible, to avoid a fall-out with the third party 
who is often a long standing client. Due to the 
personal nature of the allegations against the 
professional, often impacting on his or her 
professional skill and reputation, PI claims 
often end up being defended rather than being 
settled.

KEY TAKEOUTS:
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