This is the original letter that was sent out to members at the end of 2005 announcing our intention to implement the Bonding Scheme. The letter was written by Mike Speed, the President at the time.

The lengthy electronic voting process was finalised in June 2006 (with an overwhelming YES vote recorded), and then the matter was taken to the AGM in Mossel Bay in August and voted upon. The AGM vote was a resounding and unanimous YES. 
As a result the new President, Cheryl Mulder-Verbruggen, has confirmed that the SATSA Bonding Scheme is to be implemented on the 1st of March 2007.
Dear SATSA Member

Over the past few years, SATSA have received numerous requests from members to explore the possibility of setting up a dedicated SATSA bonding scheme, which would be a first for South Africa.   After numerous meetings, concept discussions and enquiries, SATIB have once again assisted by securing a start-up bonding scheme that would be available to SATSA members only, on the following terms:

 

That ALL SATSA members participate and that the collection and payment of the bonding fee would be yearly in advance and administered by SATSA, who would then forward the payment to the Insurance Underwriters.   

 

As we are all aware, insurance and premiums are all about perceived risk.   SATSA, with its strict criteria and membership checks, is currently the only tourism Association for whom the Insurance industry is prepared to consider issuing a bonding policy.     

 

WHAT IS BONDING AND WHAT DOES IT MEAN TO YOU?

In simplistic form, a bond is a form of financial guarantee, meaning that if you have placed deposits or full payments for services to be supplied by other SATSA members, for and on behalf of your clients, and the SATSA member that is holding your deposits, faces involuntary liquidation, then you would currently be left high and dry with no recourse to recovery of your deposits from the failed company in the short term. Clients who have trusted you, used your services, and PAID are now extremely angry, upset and more so, will automatically blame you for not looking after their interests and money. If you were able, at short notice, to receive a portion or all of their money back, it would certainly go a long way to assist both yourself and your clients. 

 

If one considers the enormity of Rand value held in deposits and trust, it is obvious that the SATSA membership base could not finance an insurance policy that would be all embracing under all circumstances. However, if we do not start with some basic cover, which we can offer as a form of security and integrity, then SATSA and its members are no better off than any other tourism company in South Africa. As SATSA has always stood for credibility and quality, it is imperative that we change with the times and the mere fact that you could tell your clients that you participate in such a scheme, would enhance your companies image and credibility.  Over time, i.e. once underwriters have some experience behind them, it is anticipated that the limits available will increase, becoming of meaningful value to our members. 

 

WHAT DOES IT COST AND WHAT DOES IT MEAN?

Cost:   

The cost would be R400 per annum per SATSA member by way of a once-off payment at the inception of the bonding year.

 

If we consider what we can buy for R400, it probably equates to one medium vehicle tank of fuel, two tickets to a show or a dinner for two and a bottle of wine at an average restaurant, probably a weekly occurrence for a lot of us. It certainly can't be considered to be expensive for an entire year’s cover!    

 

What does it mean?   Who qualifies for cover?

YOU as a SATSA member, placing business with any other SATSA member in the following way:

 

Paying a deposit, paying for a tour, or any other form of financial transaction relating to trade business between SATSA members;  

 

Example:   Cape Courtesy, a SATSA member, makes a booking with Amanzingwe Lodge, a SATSA member, and pays over R5 000 as a securing deposit for a client to spend a part of their holiday at Amanzingwe.

  

Before the client arrives, Amanzingwe goes out of business and leaves Cape Courtesy’s client with no accommodation and a short fall of R5 000.   Without the bonding scheme, Cape Courtesy would now be R5 000 out of pocket and a disillusioned and angry client.   

 

With the bond, the following would happen
Without having to prove your claim in a Court of Law or to the liquidator but by merely producing the documentation that Cape Courtesy has issued to Amanzingwe and the proof of deposit paid, the following would happen. Cape Courtesy would contact the SATSA National Office who would immediately advise all members and would request any members who had deposits or payments with Amanzingwe to immediately forward copies and proof. The SATSA National Office would then determine the value of the loss to SATSA members caused by Amanzingwe’s failure and within 10 days the following would happen:

 

Terms of our bonding policy:
Based on the inclusivity of all SATSA members with an annual premium payment of R400.00 (which is tax deductible), our cover would be as follows:

R1 500 000 of cover per premium cycle (per premium year or part thereof) limited to a maximum of R300 000. per incident, example Amanzingwe goes insolvent and the total amount of money that the policy would pay out to SATSA members with regards to Amanzingwe’s liquidation would be R300 000. limited to a maximum of R 75,000 per member/external customer. 
 

EXAMPLE ONE: 

Case 1:  5 companies had deposits with Amanzingwe that did not exceed R75 000 per company and R300,000 in all, the following would happen.   Upon proof of their booking and payment, within approx. 10 days, all five companies would receive full reimbursements of their deposits held by Amanzingwe.

 

Case 2:  The deposits held by Amanzingwe for the same 5 companies is in excess of R300 000 and one or more companies have paid deposits in excess of R75 000, the following would happen:  For those companies who have paid in excess of R75 000, their claim would be limited to a maximum of R75 000 and for companies who had paid less than R75 000 deposit, their claim for calculation purposes would be the full amount of money they had paid as a deposit. If the total owing to SATSA members is in excess of R300 000.00 the following would apply: The five companies, based on the % of their claim, would be reimbursed pro rata with the maximum any one company would receive not exceeding R75 000 and the other companies less than R75 000, an amount pro rata to their claim. 

 

The above clearly shows that this bonding scheme is based on risk management. Whilst  the larger companies would possibly consider the bonding amount to be rather small,  this is a start and I am quite sure that any company would be happy to receive a pro rata payment or a maximum of R75 000 back for the sake of a tank of fuel.    

 

The above scenario illustrates what would happen in respect of one claim to the maximum value of R300 000. In other words the scheme provides for cover for five separate insolvency incident per year of SATSA members to a total value of R1 500 000. or total claims equal to R1 500 000. per year but limiting any SATSA member to a maximum of R75 000 per claim or pro rata payment if the incident claim exceeds R300 000.  

 

The above scenario applies specifically to a SATSA to a SATSA membership claim. If you as a SATSA member place business with a non-SATSA member, you will have no recourse to the bonding scheme whatsoever. It is therefore in your best interest to use SATSA members wherever possible and/or to encourage businesses that you currently use to become SATSA members so that YOU would enjoy the cover as reflected above.

 

EXAMPLE TWO:

Where a non-SATSA member (tour broker, outbound international operator) places business with you, he would receive the same cover with regards to his deposit paid to you, a SATSA member, and enjoy exactly the same benefit as that of a SATSA to SATSA member, i.e. a maximum of R75 000 per claim or pro rata limited to R300 000 per incident and not exceeding R1 500 000. per year.   The non-member who has placed travel business would be treated and considered in exactly the same way as the SATSA member would be, if Amanzingwe went out of business.  This gives you the ability to sell this concept to local and international business on the basis of   "if you use me as a SATSA member, as against using a non-SATSA member, you are guaranteed a certain amount of security and credibility", which for R400 per year is a minimal outlay to set yourselves apart as the only Organization with any sort of bonding in South Africa.

 

As this is an all-inclusive policy, meaning that if SATSA go ahead with it, it is MANDATORY and ALL members will be invoiced an additional R400 per annum. This would then become part of the Terms & Conditions of any new member joining SATSA.   

 

HOW TO VOTE:

As SATSA is a member driven organization, the decision as to whether we go forward and arrange the bonding or not, lies with YOU the member, in other words - are you prepared to invest R400 per annum and have safety in the knowledge that if a business partner who is a SATSA member goes insolvent, you will receive a certain amount of compensation? To ensure fairness, Exco have agreed that the majority will rule and that 50% + 1 of the members would indicate sufficient consensus for this bonding scheme, either which way. To ensure simplicity and ease of voting, if you are in agreement with the above either click YES on the hyper link below BY  Wednesday 31 MAY  2006 or your failure to respond will be taken as agreement and will count as a YES vote.   If you are not willing to be part of the bonding scheme, please enter NO and the total number of members will be taken into account for this vote and NOT THE TOTAL NUMBER OF RESPONSES. Your company name and/or membership number will ensure the legitimacy of your vote.   Please click on http://www.satib.co.za/bondvote/index.php
I trust that you will consider all aspects of the above and realise that this is for the good, not only of yourself, but SATSA as a whole and would be the start of creating much needed confidence in the South African tourism industry.

.

Thank you for your participation.

Kind regards,

Mike Speed

President

Southern Africa Tourism Services Association (SATSA)

PO Box 900, Ferndale 2160, South Africa

Tel: +27 86 12 SATSA (+27 12 72872) or +27 11 8869996

Fax: +27 11 8867557

Email: jennym@satsa.co.za 

Website: www.satsa.com

