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QUESTIONS AND RESPONSES 
Question:

• Why was SASRIA underfunded, considering it was meant to cover
nationwide claims in respect of civil commotion, riots, strikes and
terrorism (not just claims for rioting in KZN and parts of Gauteng)?

Response:

• Prior to the July 2021 unrest, SASRIA was adequately capitalised as
of 31 March 2021, with a solvency capital ratio (SCR) of 323% (which
was above the Prudential Authority’s minimum SCR of a 100%) and
available capital of R8,5 billion. There was no need for Government
to provide funding to the entity, as SASRIA was financially
sustainable, with a strong balance sheet. Following the unrest in July
2021, SASRIA was recapitalised to to maintain a SCR that is in line
with the Prudential Authority’s requirements and settle valid claims, of
which the magnitude thereof (R32 billion), was the highest ever
received since SASRIA’s inception.
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QUESTIONS AND RESPONSES 
Question:

• With some SASRIA increases reaching 1 736%, one wonders if SASRIA had credible premiums
previously and if the new premiums were sufficient to handle a similar situation were it to happen again?

Response:

• According to SASRIA, while the premium increases were driven by the entity’s analysis of claims versus
exposure, a portion of the increase also related to a fundamental change in SASRIA’s loadings –
specifically relating to the reinsurance premium charged to SASRIA.

• After the July 2021 event, the reinsurance premium quoted increased significantly, which was
incorporated into the SASRIA increases. Hence, the increase is not related to a correction in how
SASRIA views its risks. In addition, the quoted 1 736% increase related to a relatively new class of
business. The new M8 class (heavy commercial vehicles) was separated out from M2 (commercial
vehicles), since there was significantly higher losses from the M8 type policies. However, sufficient
evidence (in the form of a sustained period of higher losses) was required in order to make sure the
premium increase was appropriate.

• To the second part of the question, the SASRIA premium should not be priced in order to fully cover
situations similar to the July 2021 catastrophe event. Pricing for events with such large magnitudes
would make the SASRIA premium unaffordable and defeats the purpose of SASRIA’s existence.
Instead, there should be other means to cover such large severity, low frequency events – such as
reinsurance for example. Hence, it should not be expected that the premium alone will be sufficient to
cover SASRIA in the event of another catastrophe event. In this regard, National Treasury will embark
on a journey with SASRIA and all other relevant stakeholders, to explore any inherent shortcomings and
to find a long-term solution that would be mutually beneficial to all relevant parties.


