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Sectional Title Insurance Guide

It is with great pleasure that we introduce 
the Fourth Edition of The Sectional Title 
Insurance Guide. Since the first edition 
ten years ago, this publication has 
become widely used, mainly as a 
reference tool in dealing with sectional 
title insurance matters. It has served as 
course material, workshop reference and 
more importantly, supported our dispensing 
of fit and proper advice to our clients.

One of the most important responsibilities of the 
trustees is to ensure that the body corporate is adequately insured. 
In our opinion, huge personal losses, unnecessary disputes and unhappiness
can be avoided if the arrangement of buildings cover, fidelity cover and liability
cover is dealt with correctly and in line with sectional title legislation and the 
rules of the body corporate.

We have attended many an Annual General meeting where the all important 
insurance schedule is simply proposed and adopted without any further 
explanation or information.

All too often we find buildings underinsured by millions, simply because no recent 
valuation has been done; or trustees “estimate” replacement costs themselves 
by multiplying the area by a certain building cost per square metre without 
accounting for common areas, lifts, VAT, professional fees and demolition costs.

Fidelity needs are often totally ignored despite the fact that prescribed rules are 
clear on how this aspect of risk should be dealt with.

Introduction

•  Introduction

•  What trustees need to insure against

•  Buildings cover

•  How to deal with sectional title cover

•  Geyser cover

•  Contractors on premises
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What trustees need to insure against
Section 37 of the Sectional Titles Act (Section 1 of the new Act)  sets out functions 
of the body corporate. Some of these pertaining to the insurance aspect are set 
out below and include:

•	 to insure the building or buildings and keep it or them insured to the replacement 
value thereof against fire and such other risks as may be prescribed;

•	 to insure against such other risks as the owners may by special resolution 
determine;

•	 subject to the provisions of section 48 and to the rights of the holder of any 
sectional mortgage bond, forthwith to apply any insurance money received 
by it in respect of damage to the building or buildings, in rebuilding and 
reinstating the building or buildings in so far as this may be effected;

•	 to pay the premiums on any policy of insurance effected by it

It is important to understand that in terms of section 35 of the Sectional Titles 
Act, Management and Conduct rules shall provide for the control, management, 
administration, use and enjoyment of the sections and the common property.  
These rules are prescribed by regulation and may be substituted, added to, 
amended or repealed from time to time by unanimous resolution of the body 
corporate. 

Insurance is “covered” or dealt with in more detail, by Management Rule 29. 

Here there are 4 basic sub-rules. Rule 29.(1) deals with the INSURANCE OF THE 
BUILDINGS and what aspects needs to be looked at, as a bare minimum and 
then what other risks the trustees may feel is needed to be covered iro the 
buildings.
Rule 29.(2) deals with the important LIABILITY COVER needed and FIDELITY 
COVER needs. 

It seems to be common practice for many owners to not even attend the AGM if 
the block or scheme is running problem-free. Those in attendance often do not 
fully understand the insurance schedule. By approving the schedule, members / 
owners at the AGM may well – in their ignorance - be approving underinsured 
and/or inappropriately insured buildings.

As the the sectional title enviroment has evolved, new legislation, new insurance 
products and different needs have emerged. AGM agendas need to provide for 
these needs. The “excess special resolution” in terms of sub-rule 29.(4) and the 
“fidelity ordinary resolution” in terms of sub-rule 29.(2)(b) should be provided 
for.

This important area of responsibility is actually quite easy to deal with - simply a 
matter of following a  process / a few steps and  being kept informed, by dealing 
with specialists in the field or a better-informed managing agent. Your better 
informed managing agent / portfolio manager is usually one who attends regular 
insurance workshops / updates or keeps abreast of changes and updates via 
the National Association of Managing Agents (NAMA), the widely recognized 
authorative voice for the sectional titles industry.

This guide assists in equipping managing agents, trustees and owners to deal 
with this simple but very important aspect in the sectional title environment.
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(b) The trustees shall at all times ensure that in the policy of insurance referred to 
in paragraph (a) above-

(i) there is specified the replacement value of each unit (excluding the owner’s 
interest in the land)-
(aa) initially [but subject to the provisions of subparagraph (cc)] in accordance with 
the trustees’ estimate of such value;
(bb) after the first annual general meeting [but subject to the provisions of 
subparagraph (cc)] in accordance with the schedule of values as approved in terms 
of paragraph (c); or
(cc) as required at any time by any owner in terms of paragraph (d);
(ii) any ‘average’ clause is restricted in its effect to individual units and does not 
apply to the building as a whole.
(iii) there is included a clause in terms of which the policy is valid and enforceable 
by any mortgagee against the insurer notwithstanding any circumstances 
whatsoever which would otherwise entitle the insurer to refuse to make payment 
of the amount insured unless and until the insurer on not less than 30 days’ notice 
to the mortgagee shall have terminated such insurance.

(c) Before every annual general meeting, the trustees shall cause to be prepared 
schedules reflecting their estimate of-

(i) the replacement value of the buildings and all improvements to the common 

property; and

(ii) the replacement value of each unit (excluding the owner’s interest in the land), 

the aggregate of such values of all units being equal to the value referred to in 

subparagraph (i) above,

and such schedules shall be laid before the annual general meeting for 
consideration and approval in terms of rule 56.

Rule 29.(3) refers to the need for a SPECIAL RESOLUTION FOR OTHER RISKS 
(other than buildings cover) which I feel also provides an opportunity for owners 
at a general meeting to deal with other cover needs which perhaps the trustees 
were not considering. 

Towards the end of 2008, new sub-rule 29.4 was introduced which brought 
some clarity to the way EXCESSES were to be dealt with. 

Lets unpack rule 29:

29.(1)(a) At the first meeting of the trustees or soon thereafter as is possible, and 
annually thereafter, the trustees shall take steps to insure the buildings, and all 
improvements to the common property, to the full replacement value thereof, subject 
to negotiation of such excess, premiums and insurance rates as in the opinion of the 
trustees are most beneficial to the owners, against-

(i) fire, lightning and explosion;
(ii) riot, civil commotion, strikes, lock-outs, labour disturbances or malicious 
persons acting on behalf of or in connection with any political organization;
(iii) storm, tempest and flood;
(iv) earthquake;
(v) aircraft and other aerial devices or articles dropped there from;
(vi) bursting or overflowing of water tanks, apparatus or pipes;
(vii) impact with any of the said buildings or improvements by any road vehicle, 
horses or cattle;
(viii) housebreaking or any attempt thereat;
(ix) loss of occupation or loss of rent in respect of any of the above risks;
(x) such other perils or dangers as the trustees or any holder of first mortgage 
bonds over not less than 25% in number of the units in the scheme, may deem 
appropriate.
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(4) the owner of a section is responsible for any excess payment in respect of his 
or her section payable in terms of a contract of insurance entered into by the body 
corporate: provided that owners may by special resolution determine that the body 
corporate is responsible for excess payments in respect of specified damage.

Buildings Cover 
In order to get to grips with these rules and how it ties in with the insurance 
products available, we firstly also need to understand what a building is.

According to the Sectional Titles Act, 

“Building” means a structure of a permanent nature erected or to be erected and 
which is shown on a sectional plan as part of a scheme.  

A building though, according to the definition of a common buildings policy wording 
is somewhat differently described.  So, to be clear on what is being covered, we need 
to look at an actual example sectional title policy and its definition of “buildings”:

“Buildings: Shall be deemed to include outbuildings and landlord’s fixtures and 
fittings therein and thereon including fitted carpets and lifts with all associated 
equipment, transformers, motors, boilers, air conditioning, standby generators 
and walls (except dam walls), gates, posts, fences (excluding hedges) and 
sporting/recreational structures including but not limited to swimming pools, 
tennis courts (including floodlights), sauna/spa baths/ jacuzzis and water 
pumps, pool machinery borehole motors and brick, tar, concrete or paved roads, 
driveways, parking areas, paths or patios all the property of the insured and 
situated as stated in the schedule. Unless otherwise stated in the schedule, the 

(d) Any owner may at any time increase the replacement value as specified in the 
insurance policy in respect of his unit: Provided that such owner shall be liable for 
payment of the additional insurance premium and shall forthwith furnish the body 
corporate with proof thereof from the insurer.

(e) The trustees shall, on the written request of a mortgagee and satisfactory proof 
thereof, record the cession by any owner to such mortgagee of the owner’s interest 
in the application of the proceeds of the policies of insurance effected in terms of 
rule 29.(1)(a).

(2) At the first meeting of the trustees or as soon thereafter as is possible, the 
trustees shall take all reasonable steps-

(a) to insure the owners and the trustees and to keep them insured against liability 
in respect of-

(i) death, bodily injury or illness; or

(ii) loss of, or damage to, property,

occurring in connection with the common property, for a sum of liability of not less 

than one hundred thousand rand, which sum may be increased from time to time 

as directed by the owners in general meeting; and

(b) to procure to the extent, if any, as determined by the members of the body 
corporate in a general meeting, a fidelity guarantee in terms of which shall be 
refunded any loss of moneys belonging to the body corporate or for which it is 
responsible, sustained as a result of any act of fraud or dishonesty committed 
by any insured person being any person in the service of the body corporate and 
all trustees and persons acting in the capacity of managing agents of the body 
corporate; and

(3) The owners may by special resolution direct the trustees to insure against such 
other risks as the owners may determine.
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More recently, certain leading underwriting managers have introduced “ALL RISK” 
type policy wordings which further impact on our understanding of the various 
definitions. In these policies, the wider definition of the building still remains, 
however, insurers are more specific as to which items are excluded from cover.

What is the difference between “perils based policies” and “all risk policies” in the 
sectional title environment?

Our take is that the perils based policy sets out what is defined as a claimable 
event and if the event which the insured experiences, matches that as defined, 
the insured has a claim. The insured needs to prove / show that the event 
occurred as defined in the policy wording.

The “All Risk” type policy on the other hand, rather defines damage and then 
excludes certain causes to that damage. Although the claimant (insured) must 
present his / her claim, the onus now rests on the insurer to disprove the claim 
rather than the onus being on the insured to prove the claim.

The Sectional Titles Act, more specifically, the prescribed rules set out what 
needs to be covered. The trustees need to select the most appropriate cover 
after informative advice from their financial advisor. A financial advisor / broker 
who understands sectional title insurance should provide comparative analysis 
and written advice annually to assist trustees with this process.

Wooden structures and thatch need to be dealt with carefully

buildings and outbuildings shall be constructed of brick, stone, concrete or metal 
on metal framework and roofed with slate, tiles, metal, concrete or asbestos.”

The policy definition of the building guides us as to what is in fact being 
covered. The fixed improvements, as defined and excluding the land itself, 
are being covered. In other words, the buildings and all fixtures should 
be covered. Loose contents such as furniture, loose carpets, etc are not 
covered. Owners should cover their moveavables/belongings via their 
own policies.

Some important points should be noted from the insurance policy definition.

Take for instance “…and situated as stated in the schedule.” The risk address i.e. 
the property itself will need to be correctly defined. If the buildings defined in a 
policy extend over to another property, or over a number of plots (or erven), take 
care to note all the erven as the insured properties, or at least to make sure that 
the address is clearly indicated.

Wooden structures or thatch need to be dealt with carefully. It cannot be assumed 
that wooden structures and thatch roofs will be covered – they are not according 
to the definition above. Non–covered items such as thatch need to be dealt with 
separately i.e. the body corporate trustees need to make it clear to the insurer 
that the additional risks need to be covered or added to the policy, even if for an 
additional premium.

However, note that the Sectional Titles Act definition is what is being referred to 
in prescribed management rules, so you will need to take extra care in respect of 
thatch, retaining walls, wooden structures etc whether or not they are shown on 
the sectional plan. 

Most insurers apply a loading to the rate if a thatch lapa is bigger than 20sqm 
and closer than 4 metres to the building. Important - Owners with lapas need to 
refer to their brokers/insurance advisors for advice and find out the underwriting 
requirements under their specific circumstances.
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obtains the written agreement of the company to continue this extension. During 
the period of the initial vacancy of 30 consecutive days, the insured shall become 
a co-insurer with the company and shall bear a pro-rata proportion of any 
damage equal to 20% of the claim before deduction of any first amount payable. 

(in short – there is theft cover for damage to the building where break-in or 
break-out occurs, however, when unoccupied, this cover may be limited 
or fall away)

7. Accidental damage to glass and sanitaryware etc is covered, yet chipping, 
scratching and other disfiguration is excluded

8. Accidental breakage or collapse of radio or television aerials, satellite dishes, 
aerial fittings or masts

9. Accidental damage including electrical or mechanical breakdown to pumps 
and machinery for swimming pools, boreholes, sauna/spa baths/Jacuzzis, 
automatic gates and garage doors in domestic use. The company shall not be 
liable for damage to property resulting from or caused by wear and tear, gradual 
deterioration, insects, vermin or any process of cleaning repairing altering or 
restoring, corrosion, erosion, deposit or scale, sludge or other sediment, chemical 
action or rust. The company’s liability shall usually not exceed R1,500 for any 
one event

10. Bursting, overflowing or escape of water or oil from tanks, apparatus or pipes 
including any fixed water or oil-fired heating installation including damage to 
such tanks, apparatus or pipes but excluding damage as a result of wear and 
tear and gradual deterioration

Defined Events – Perils based policies 
The defined events as typically set out in one of these policies are summarized 
(more or less), as follows:

Damage by the perils described
1.  Fire, lightning, thunderbolt, subterranean fire, explosion, meteorite

2. Storm, wind, water, hail or snow other than

a) that arising from its undergoing any process necessarily involving the use or 
application of water

b) wear and tear or gradual deterioration
c) loss or damage        (i) to retaining walls 
                                       (ii) caused or aggravated by 

- subsidence or landslip  

- the insured’s failure to make all reasonable precautions   
for the maintenance and safety of the property insured 
and for the minimization of any destruction or damage

3. Earthquake

4. Aircraft and other aerial devices or articles dropped  there from

5. Impact by animals, trees, aerials, satellite dishes or vehicles excluding damage 
to  such animals, trees, aerials, satellite dishes, vehicles or property in or on such 
vehicles

6. Theft (or any attempt thereat) accompanied by forcible and violent entry into or 
exit from such building, If any building insured or containing the insured property 
becomes unoccupied for 30 consecutive days, this item is suspended as regards 
the property affected, unless the insured before the occurrence or damage 
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3 )   DETERIORATED PIPE, BUT SUDDEN “COLLAPSE” OF PIPE - SUDDEN APPEARANCE 
OF WATER,  RUNNING WATER, POOL OF WATER, FLOW OF WATER

Insurance will usually only pay for the resulting water damage - eg: the ceiling in 
flat below that was suddenly damaged. The location of the leak, the repair and 
the putting back of tiles etc – cost of this part will be for the owner or if common 
property, the body corporate’s account.

Actually, in many cases, it can be argued that strictly speaking, the insurer need 
not even pay for the resulting damage where the cause was wear and tear 
related, however, it is generally accepted that damage caused by SUDDEN flows 
of water will be admitted.

Common water damage seen as “wear and tear/gradual deterioration” (which I 
refer to as  maintenance matters and not insurance issues), are not ordinarily 
covered:

Bath and/or shower traps leaking / dripping, shower waterproofing not working 
well, roots growing into waste pipes and causing damage over time, cracked 
drains, sealing (silicone beads) needing replacement, rising damp, roofing needing 
repairs, leaking balconies, failure of waterproofing, etc.                                                

Burst pipe “Pitted pipe - pinholes”

In order to establish some clarity on the much-debated burst / leaking pipe issue, 
here is hopefully some explanation on this matter, which you can share with 
your fellow trustees and owners by looking at an example of a peril based policy 
wording, where it pertains to bursting of pipes:

Bursting of Pipes – Extract / Example Policy Wording
Sudden and unforeseen bursting, overflowing or escape of water or oil from tanks, 
apparatus or pipes including any fixed water or oil-fired heating installation 
including damage to such tanks, apparatus or pipes but excluding all damage as a 
result of wear and tear and gradual deterioration.

So, quite clearly, a leak or drip or something “not sudden and unforseen” 
would not be covered, specifically a leak caused by say a “pin-hole” or gradual 
deterioration over time.

TO SUMMARISE IN A NUTSHELL
1 )   BURST PIPE WITH RESULTING DAMAGE 

Insurer should pay for the locating, repair of the pipe as well as the “putting back” 
e.g. re-tiling and replace any other “resulting” damaged areas such as ceilings 
damaged, carpet damaged.

2 )   DETERIORATED PIPE, SLOW LEAK, DAMP OVER TIME
Not an insurance claim - no sudden and unforeseen water damage, loss caused 
by deterioration.  Gradual deterioration, wear and tear usually excluded.

Good examples of burst pipes
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contents from most of the perils listed under the buildings section. As this does 
not form part of the buildings, a special resolution is actually required if additional 
premium is being paid to procure this or top up the cover.

Money
Up to a certain limit, say R20,000, for loss or damage to money held by the body 
corporate. This would normally pertain to theft from the office safe, hold-up, 
theft while on the way to the bank etc, subject to certain exclusions. 

Glass
This additional cover can be added to cover commercial glass such as shop fronts, 
entrance lobby glass, larger panes etc above normal domestic window glass. We 
always suggest to building owners / trustees to obtain a quotation to replace 
all glass shop fronts from a local glazier business and then insure accordingly. 

Fidelity
This is additional cover against the loss of money or property stolen by an 
employee. 

Thus, in your sectional title policy, you may be provided with say R20,000 or 
R50,000 cover – this essentially covers the body corporate should a trustee or 
employee be found to have stolen money and/or other property belonging to 
the insured or for which they are responsible. Under normal circumstances, the 
managing agent is NOT considered to be an employee.

Prescribed rule 29.(2)(b) is clear in that an ordinary resolution taken at a general 
meeting is required setting out how much fidelity cover is required.

The risks are high and trustees are strongly advised to adhere to this rule 
requirement. There is a Fidelity Guarantee product available (FIDCURE) which 
covers the body corporate against dishonesty in terms of this rule.

In addition to the above defined events, some examples of the additional cover 
under the buildings section includes:

•	 Accidental damage to public supply connections between the property 
insured (or for which the insured is legally responsible) and the public 
supply or mains.

•	 Loss of rent – usually caused by the above defined events

•	 Alternative accommodation

•	 Architects and other professional fees

•	 Cost of demolition and clearing

•	 Fire extinguishing

•	 Escalations during periods of insurance and reconstruction and design

•	 Malicious damage

The policies offered also include other sections such as office contents, money, 
glass, fidelity, business all risks, accidental damage, public liability including 
trustees indemnity, employers liability, machinery breakdown and SASRIA 
(political riot) which is a separate coupon policy.

These can be understood better by looking at a brief summary of the cover 
provided by those sections: 

Office Contents
This cover is normally added to cover up to say R20,000 of the contents of the 
office of the body corporate, security office or supervisors office. This would also 
usually cover the furniture, fittings, documents and data processor. It may also 
cover foyer furniture, laundry and clubhouse contents While there are limits, 
extensions etc applicable to this, this section provides some basic cover for office 
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Most building policies DO NOT cover the body corporate adequately in terms of 
the fidelity prescribed rule.

In summary, as it presently stands (pending new rules/regulations) this 
prescribed sub-rule suggests that the trustees must see to it that the owners at 
a GENERAL MEETING decide on how much if any, such cover is required.

In other words, pass the resolution, especially where it is going to be decided that 
no such fidelity cover is necessary.

A sample template “Ordinary Resolution” on the opposite page may help in 
dealing with this at general meetings from time to time.
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Property Owners Liability 
This is usually defined as damages which the insured shall become legally liable 
to pay consequent upon accidental death of, or bodily injury to, or illness of any 
person (hereinafter termed injury), or accidental loss of or physical damage to 
tangible property (hereinafter termed damage) occurring during the period of 
insurance in, on or about the property insured and arising from the insured’s 
ownership thereof and elsewhere within the territorial limits, where the insured 
is working in the course of the business.

Prescribed Management Rule 29.(2) sets out what the trustees need to cover 
and sets out a minimum amount of R100,000. In today’s terms, this amount is 
inadequate and, in my opinion should be no less than R10,000,000 with more the 
better. It has now become common for the sectional title specialist underwriting 
managers to offer R50,000,000 or more as a standard in their policies.

An important extension is Trustees Indemnity which most of the specialist 
underwriting mangers also include. Trustees need cover as they may be held 
personally liable for losses incurred by owners or other parties as a result of their 
negligent actions or decisions. Personally, I would never offer my services as a 
trustee unless at least R500,000 trustees indemnity cover was in place. 

Another prudent action would be to check whether the managing agent has 
professional indemnity cover. Often the managing agent is present when 
decisions are being made and/or referred to for opinion in decisions of matters 
of importance.

Employers Liability
Gym ManholeBusiness All-riBusiness All-risks

Business All Risks

Business All Risks
This section covers items on an all-risk basis, subject to certain exceptions. 
One would cover items that would be at risk for theft or outside the premises 
from time to time. Signage that can be “lifted”, flagpole and flags, gate motors, 
air conditioner motors, intercom systems, cameras, electric fence energizers, 
satellite dishes etc. This widens the scope to include theft without actual forced 
and/or violent entry to the premises.  Body Corporate’s often cover items such 
as lawnmowers, weed-eaters etc. on this basis.

Geysers / hot water cylinders can also be covered under all risks on a slightly 
different basis, however, this method is not that popular since a few of the 
sectional title insurers now cover geysers more comprehensively without this 
additional cost.

Accidental Damage
This is defined as accidental physical loss or damage to the insured property at or 
about the premises, not otherwise insured up to the amount stated and subject 
to certain conditions and exceptions.

The insurers we work with tell us that they view it as the insured’s “safety 
net” and covers accidental damage which may “slip between the cracks” of the 
defined events listed earlier under “buildings”.

Other policies may not cover “accidents” as shown above i.e. not a normal insured peril.
Paint spilled in the lounge of a unit. This event was covered under the appropriate policy.
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Wendy houses, storage areas being used by the body corporate should be kept safe and in order

Loose bricks, tiles, paving should be repaired 
immediately or at least cordoned off to prevent 

loss or injury

Slippery areas on common property should be 
attended to

Poorly lit driveways, underground areas or 
unmarked islands are a recipe for liability claims

Slopes and stairways should have handrails per 
national building regulations

Obvious dangers in basement areas, loose fittings etc. could hurt someone or cause damage to property 
or vehicles. The insurer would surely not be expected to honour claims where trustees are not taking 

reasonable care, or precautions to prevent loss

Dangerous electrical connections being used by body corporate employees
on common areas - this aspect must be checked

Gas bottles should be stored correctly and safely
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lock-out, strike, civil unrest, labour disturbance, etc.  Damages caused by acts of 
terrorism, war and invasion are excluded from cover. SASRIA cover is relatively 
cheap and issued on a coupon basis. Always check with your broker / authorized 
service provider that this cover has been issued. This cover is a requirement – 
prescribed management rule 29.(1)(a) (ii) refers.

Referring back to what trustees should insure against in terms of management 
rule 29, the insurance products specifically designed for the sectional title 
industry are strongly advised. All too often we see policies in force simply covering 
buildings, often with or without public liability cover, let alone the additional cover 
set out above.

Buildings Combined

Escalation & Inflation

Loss of Rentals

Property Owners Liability

Trustees Indemnity

Employers Liability

Accidental Damage

Money

Fidelity Cover

Machinery Breakdown

Office Contents

Claims Preparation Costs

All Risks

Geysers All Risks

Commercial Glass

Actual Value

Percentage of Actual Value

30% of Actual Value

R50,000,000

R1,000,000

R20,000,000

R100,000

R20,000

R50,000

R50,000

R100,000

R50,000

Optional

Optional

Optional

Employers Liability
Defined events – Damages which the insured shall become legally liable to pay 
consequent upon death of, or bodily injury to, or illness of any person employed 
under a contract of service or apprenticeship with the insured, which occurred in 
the course of and in connection with such person’s employment, by the insured 
within the territorial limits and on or after the retroactive date shown in the 
schedule; and which results in a claim or claims first being made against the 
insured in writing during the period of insurance.

NB: Bodies Corporate should see to it that all employees are registered with the 
Workman’s Compensation Commissioner. The body corporate’s insurance cover 
is “over and above” the compensation received from the commissioner (Refer 
Coida). 

Machinery Breakdown
Sudden and unforeseen physical damage to the insured machinery being air-
conditioning plant, automatic gates, garage doors, boilers, electrical switchgear, 
escalators, hoists, lifts and transformers forming part of the buildings insured 
under the building section of this policy;

1. whilst it is at work or at rest
2. whilst being dismantled for the purpose of cleaning, inspection and 

overhaul or removal to another position or in the course of these operations 
themselves or subsequent re-erection 

subject to certain exceptions and conditions such as wear and tear, gradual 
deterioration, the first amount payable stated in the schedule.

SASRIA 

SASRIA policy covers certain areas that are normally excluded under buildings 
cover. This type of cover was born out of historic unrest in the country during the 
late 1970’s and covers the events where damage is caused as a result of riot,  



 26 27 

Sectional Title Insurance Guide

Changes to prescribed rules towards the end of 2008 brought sub rule 29.4 
which at last makes the owner responsible for any excess pertaining to damage 
to his or her section. The owners can agree by special resolution to make the 
body corporate responsible for specified damage. We think that it thus makes 
sense to consider excess and risk aspects for every scheme and to prepare 
special resolutions iro specified damage in each instance. 

Trustees may negotiate the excess structure . PMR 29.(1)(a) above …. subject to 
negotiation of such excess, premiums and insurance rates as in the opinion of the 
trustees are most beneficial to the owners, against……etc

Thus, the insertion of this clause in 2005 clearly mandates the trustees to 
manage the policy through negotiation of excess, premium and rate.  Higher 
premiums may reduce excesses and vice versa. If trustees are concerned about 
claims history and the impending impact upon future premiums, higher excesses 
may thus be sought, of course, as long as this is, in the opinion of the trustees, 
most beneficial to the owners.

Reduction of excess or excess “buy-back” or “buy-down” may also be purchased 
via specialist sectional title financial services providers.

Professional Indemnity Cover
We think that it is important that all professionals who deal with bodies corporate 
should disclose whether or not they hold professional indemnity cover. Insurance 
and Financial Advisors are obliged to disclose this – why not other professionals?

It is thus our view that trustees would be doing the right thing asking whether 
their insurance broker, property valuer, attorney, auditor, safety consultant and 
managing agent have professional indemnity cover in place. 
This cover is usually designed to protect the professional by indemnifying them 
to certain limits for losses resulting from their errors or omissions in their 
professional capacities. More about managing agent’s professional indemnity 
cover can be found on the Addsure website.

Excesses
The excess is the first amount payable in respect of claims made. This is the 
amount that the insured pays towards the loss, or by my definition, “the 
uninsured portion.”
Usually R1,000 to R2,500.

Geyser excesses usually range from R1,500 upwards with maximum indemnity 
limits applied where preferred plumbers are not used.
Higher excesses usually apply if a section is unoccupied for a period longer than 
30 days.
Raised excesses or terms may be applied where claims ratios are consistently 
negative or where risks increase.

The intention is to avoid frivolous claims and essentially keep costs and 
unnecessary administration to a minimum.
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Lets look at an example: 
A block of say 9 apartments and 8 garages with common property improvemnts 
per the example valuation schedule below.
The valuation would be requested by the trustees. The trustees may ask the 
managing agent to arrange this or arrange it themselves. The valuer would then 
visit the buildings to determine, among other things, the extent of the buildings, 
whether it matches the sectional plans, other improvements, condition, etc. 
A report would follow, accompanied by a valuation schedule setting out the 
replacement costs, breaking down certain elements for purposes of insurance.

Here is an example:

Example Body Corporate - Valuation Schedule                           Apr-15

How to deal with Sectional Title Cover
The very first thing (Step 1) – determine the replacement value of the buildings 
by way of a professional valuation for insurance purposes.

Perhaps we should ask ourselves:
When last were the buildings valued?
How were these values presently stated on the existing policy, originally 
determined?

This is the area in which, in my opinion, trustees are most at risk in the way they 
carry out their duties. All too often I come across buildings insured for less than half 
their reinstatement value.  If I am an owner, and an insurer pays out less than that 
required to repair the damage, due to lack of care in this regard – I will look to the 
trustees personally to make good any shortfall.

Obtaining a valuation is really quite easy – just consult with the right valuer! 
There are plenty of qualified valuers out there but be best advised to work with a 
valuer who is familiar with sectional title. A simple block comprising say 20 to 30 
units of the same quality and make up, with available plans and measurements 
should cost between R2,500 and R5,000. This valuation can then be updated 
every 2 to 3 years with the owners taking a view on escalated replacement costs 
for the year or two in between. 

Small simplexes comprising say up to 3 or 4 units can, in my opinion, be looked 
at by the owners themselves, unanimously though (i.e. all owners must agree). 
I do not see the difference between a large house and a small complex of this 
nature. The managing agent can in most cases assist in the process. A specialist 
in sectional title insurance would be best qualified to guide the owners / trustees 
/ managing agents in this regard.
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It is therefore clear that the trustees should see to it that a schedule of 
replacement costs is prepared and this can logically only be achieved by working 
from the valuation schedule. (Step 3). This task can be delegated to the managing 
agent and usually is. It is usually the managing agent who prepares the “AGM 
Pack” ahead of the Annual general meeting. An experienced insurance advisor 
can also be of great assistance with this.
The Trustees and/or the Managing Agent should not simply photocopy the most 
recent policy endorsement reflecting the unit values. Take care that the trustees 
actually apply their mind to this – the policy should reflect the AGM’s Schedule 
of Replacement Values (SRV) rather than the SRV reflect the policy schedule 
endorsement.
In order to be useful and easily understood by owners, this schedule should 
reflect the following:
1. Clearly and simply set out the replacement cost of the buildings at a given 
time as well as escalations
2. Indicate how these were determined e.g. from valuation dated April 2015
3. Reflect common area improvements and values
4. Show in columns, the owner’s section value as well as the unit value (i.e. 
including the owner’s share in the common property).
5. A column for additions or additional value that an owner may wish to add.

       

Overleaf we set out an example of how we recommend that a Schedule of 
Replacement Values (SRV) be set out:

Equipped with the valuation, the trustees should now be able to determine the 
various elements and account for additions such as covered balconies, swimming 
pools, Wendy houses etc. It is also important to be able to split these and other 
common areas from individual sections. (Step 2)

Before every annual general meeting, the Trustees must ensure that insurance 
schedules are prepared. The schedules should reflect their estimated replacement 
value of the buildings and the improvements to the common property, such as 
walls, swimming pools etc. The replacement value of each unit (section plus their 
undivided share in common property) should be reflected.

Any owner, who feels that their unit is under-insured, may at any time and by
arrangement with the trustees, have the replacement value in respect of his or
her unit increased. In particular, owners who have themselves made
improvements or additions should increase their sums insured. Any additional
premium charged for this will usually be for those owners accounts. 

Prescribed Management Rule 29.(1)(c) reads 

“ Before every annual general meeting, the trustees shall cause to be prepared 

schedules reflecting their estimate of -
(i) the replacement value of the buildings and all improvements to
the common property; and
(ii) the replacement value of each unit (excluding the owner’s interest in the             
land), the aggregate of such values of all units being equal to the value 
referred to in subparagraph (i) above,

and such schedules shall be laid before the annual general meeting for
consideration and approval in terms of rule 56.”
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The “better way” of setting out a Schedule of Replacement Values:

Using the same Sum Insured of R11 386 766 and same participation quota
schedule we compare the “old way” versus the “better way”:

The “old way” of setting out a Schedule of Replacement Values:
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(LOA) for filing with trustee resolutions / trustee minutes pertaining to insurance 
decisions taken. This advice process should be an annual event when the policy 
renews.

It is our view that the notice for the annual general meeting should also include 
reference to rule 29.(2).(b), excess specified damage to be carried by the body 
corporate in terms of rule 29.(4) and a special resolution for any other insurance 
such as a levy guarantee (eg a STILUS policy) that the trustees may want the 
owners to approve.

So actually

1. Rule 29.(1).(c) places an obligation on the trustees to see to it that a schedule of 
replacement costs is properly prepared ahead of the A.G.M and laid before the 
meeting – should be included with the notice.

2. Rule 29.(2).(b) directs the trustees to discuss and decide at a general meeting the 
amount of, if any, how much fidelity cover is needed. 

3. Rule 29.(3) restricts trustees to committing to insurance of the buildings – thus 
cover for say STILUS (levy guarantee insurance) , excess buybacks, additional 
covers etc. should be appropriately approved.

4. Rule 29.(4) provides the opportunity to tailor the responsibility of excess for 
specified damage by way of a special resolution.

Suggested formats for these meeting notices and sample resolutions should 
be obtained from your managing agent and in some instances, your specialist 
insurance advisor.

It is then most important to minute this section properly so that the minutes 
clearly reflect that the chairperson stated the way in which the replacement cost 
of the buildings were determined and that all owners agree. It should be noted 
that the chairperson explained the “additional sum” so that no owner can claim 
that they were not aware of, or did not understand the insurance schedule.

It can be clearly seen from the comparison that the “better way” has two main 
advantages.

1. An owner has a better idea of the actual replacement value of his or her 
dwelling/section.

2. Lower cost sections such as garages are not over insured and higher value          
sections not under insured.

We have seen this variance far greater where, after stripping away a few of the 
common areas items such as lifts, parking decks, community areas, the section 
sums insured were actually half that stated when presented “the old way”. If one 
exaggerates the difference between cost of garages vs. cost of flats, the difference 
i.e. the underinsurance / over insurance ratio can be huge.

Prepare to present the Schedule of Replacement Values (SRV) at the Annual 
General Meeting (AGM). (Step 4)

Prescribed Rules are clear - Presently numbered 56.(b):

“The following business shall be transacted at an annual general meeting:
.................................................. b) “the approval with or without amendment of -
(i) the schedules of replacement values referred to in rule 29.(1).(c); 
and…..”

It is important to present the Schedule of Replacement Values (SRV) and related 
information clearly so that the Annual General Meeting can refer to and accurately 
minute the adoption of the schedule.

Presuming that these steps are being taken just before an annual general meeting, 
as soon as the correct replacement figures are determined, the trustees should 
instruct the insurers (via the intermediary) to update the policy (Step 5) and have the 
policy endorsed in line with the recent SRV i.e. mirror the unit sums insured. Trustees 
should always ensure that their broker / insurance advisor submits a record of advice, 
preferably a Letter of Advice.
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5. The insurance company will pay a claim (if accepted) less excess. The owner 
from whose section the loss emanated may well need to carry the excess – 
depending on the management rules of that body corporate.

6. The claim will be paid directly to the body corporate or the contractor repairing 
damage, depending on the express wish of the body corporate. 

7. The individual owner should work via the managing agent or trustees.
8. If such a claim is repudiated, and the owner disagrees with such decision, the 

individual owner should write to the body corporate stating such and requesting 
that the trustees take up his disagreement with the insurer, asking that the 
claim be reconsidered.

9. Should the trustees disagree with the owner i.e. agree that the claim remain 
repudiated, the trustees may advise the owner who then would have to follow 
the dispute resolution process with the body corporate.

The owners should receive a copy of the claims procedure including the procedure 
to follow should they wish to dispute a claim, or dispute a claim repudiated by 
the insurer. 

The body corporate is the insured as far as the insurer is concerned. Any dispute from 
an owner’s point of view would need to be taken up by the body corporate on that 
owner’s behalf. If the body corporate disagrees with that owner, it is my opinion that 
the dispute is then between the owner and the body corporate, not the individual 
owner and the insurer. The trustees do need to maintain control in the interests 
of all owners, however, the individual needs to be aware of his/her rights and the 
procedures to follow when he or she feels wronged.

(Step 6), Remind all owners of their right to increase the sums insured for their 
units.

Claims Procedure
The trustees via the managing agent should manage claims. An insurance broker 
with experience in sectional title insurance matters can assist greatly when 
claims arise. (Step 7)

An example of a claims procedure:

Body Corporate of XYZ
Procedure : Claiming from Insurance

1. Report an incident / event to the body corporate (contact the managing agent) 
immediately and ask that your claim / possible claim be registered without 
delay. This must be done within 30 days otherwise the claim is prejudiced.

2. Obtain a claim form from the managing agent and complete this with as much 
information as possible. Include SAPS case number (if applicable) and copies 
of quotes (always 2 quotes) to repair damage / loss. Send this completed and 
signed claim form to the managing agent as soon as possible. Two trustees or 
one trustee and the managing agent (if authorized to do so) should sign claim 
forms on behalf of the body corporate. Damage from within sections should 
also be signed by the owner.

3. If necessary that the damage be repaired immediately, try to get the managing 
agent to obtain authority to repair or get one of the trustees to use their 
discretion to authorize repair. Retain all salvage for assessment purposes and 
take photos of damage.

4. Obtain opinion from the managing agent in respect of excesses, who would be 
liable etc so that there is no argument about who has to pay the excess when 
the contractor needs to get paid.
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Geyser Cover 
Hot Water Cylinders / geysers form part of the building. If damaged by one of the 
events defined, that hot water cylinder is covered. 

We all know that geysers rarely, if ever, burst! They “pack up” and when this 
happens and there is no drip tray, quite a bit of damage can result! Strictly 
speaking, insurers should pay for the resulting “water damage” only under such 
circumstances and leave the geyser for the owner to replace. It has become 
standard procedure, however, for plumbers to report “burst’ geysers and as such 
insurers do pay the claims. Most insurers have adopted this standard, including 
bank insurers for normal domestic policies. The way around this has been for 
insurers to apply compulsory excesses.

Geyser tag Geyser

Dispute

All too often a claims procedure is not followed and unrealistic expectations 
are not met. As soon as a sectional title complex has a large multiple claim ie. 
one event, various sections damaged, we already have all the ingredients for an 
unhappy situation! The assesor / loss adjustor needs to manage the process and 
owners need to co-operate and be reasonable in respect of what can be done as 
a matter of urgency.

“picture courtesy of Personal Finance Magazine”
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“picture courtesy of Personal Finance Magazine”

In the past, sectional title policies carried sliding scale excesses, which many felt 
was the fairest way to deal with this issue. Under this scenario, geyser excesses 
were structured according to its age. A new geyser would carry an excess of say 
R500, but a nine year old geyser’s excess would be 75% of it’s cost of say R3,000.

Another option was to insure a geyser, without excess, on an all risks basis. On this 
basis, the insurer agrees to replace the geyser if it becomes irreparable, almost 
treating insurance as a means of financing the inevitable loss. Depending on the 
average age of the geysers in the block, this method could be very attractive 
indeed. For each owner to pay R25 per month extra for this cover where the 
geysers are all 10 years or older, this could be a viable option.

The various insurance companies and underwriting managers are competing and 
introduce new innovative products and enhancements from time to time. Some 
of the main sectional title underwriting managers do offer geyser maintenance 
and emergency all hour call centre numbers for geyser bursting / repairs. It is 
up to the trustees to check with their insurance advisors / brokers / managing 
agents that the most appropriate options are offered to the body corporate and 
changes are brought to trustees attention from time to time.

“picture courtesy of Personal Finance Magazine”
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More recently, updated regulations under the OHS Act namely, The Construction 
Regulations (2014) place obligations on the “client” as defined.

In our view, this places a huge responsibility on the trustees for the body 
corporate, and the managing agent.

Whilst there are policies  available to protect bodies corporate and trustees 
against certain liabilities, no policy provides a “get out of jail free card”. 

It is recommended that a safety consultant / specialist be consulted to assist 
with this important area of safety and loss control.

Contractors On Premises

All owners should be made aware that cover technically ceases on that part of a 
building whilst repairs/maintenance/works are being done. 

When the services of a contractor are being engaged, the contractor should, 
among other things, provide proof that they have Contractors All Risk / Liability 
cover to cover any damages resulting from the work being undertaken e.g. 
drilling through a pipe, blow torch causing fire, damages caused while installing 
equipment and so on. 

The trustees are responsible in the same way to ensure that contractors engaged 
by them have such cover. Any owner, engaging the services of a contractor on 
site, should be providing the trustees with a copy or proof of such cover.

It is my opinion that trustees who give permission for contract work without 
insisting on proof of such cover, could be acting negligently.

Likewise, to engage the services of an informal worker to carry on tasks such 
as painting, repairs etc, one should ensure that all risks are properly considered. 
Who pays when a 20 litre tin of paint falls 2 storeys onto a luxury motor vehicle?

Trustees should ensure that there is a formal procedure and/or set of rules in 
place, which all owners should be aware of, as far as contract work in and about 
their sections is concerned.

Bodies Corporate should be very aware of the OHS Act and safety compliance 
when dealing with contractors around the buildings, particularly, common 
property. Trustees and Managing Agents not heeding to this legislation could 
be criminally liable should a worker be hurt or fatally injured on site and these 
statutory requirements / aspects not dealt with properly. 
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