
 

 

 

 

 

 

 

 

MineSafe: Optimising Balance Sheet exposure to Latent Defects pre- 
and post-Closure 

 

Itoo, the leading innovators in liability insurance in the African market, are able to offer, for the first 
time on the continent, local paper for environmental insurance products which are: 

1. Able to offer FULL third party liability protection and pollution clean-up cover for ALL types of 
mining operations, including thermal coal and in countries such as DRC; 

2. Offering financial engineering solutions to the current MPRDA amendments for latent defects.  

 

What is covered? 

We see a mine’s environmental exposure being of two main types: 

1. Planned closure or rehabilitation, generally on the mine’s property or assets, and which have to 
be incurred to be able to access to mineral resource. For this a financial guarantee is the most 
efficient product as it can be funded as part of the mining plan.  
 

2. Unplanned, third-party liabilities, which are the unintended consequences of pollutioni  caused 
by mining, such as the health impacts on a community neighbouring a tailings dam. This is a 
pure environmental risk, not a credit risk, and, as such, a different product is a more efficient 
means of risk transfer than a financial guarantee. For these types of risks – high severity, low 
probability – a liability insurance product is ideal.  
 

MineCo’s are, in most cases, currently exposed to (2) above, i.e. third party liabilities, during operations, 
before closure, depending on their operations, locations, environmental factors, proximity to 
communities, etc.  



 

 
Currently, Itoo is the only local underwriter in Africa which is able to place cover for gradual pollution 
liability, including historic and existing pollution (known and unknown).  

The market in South Africa is well served by products offering (1) and Itoo is proud to announce that it 
has secured re-insurance capacity, off the back of our world-class environmental risk assessment 
capabilities, a product to market to address (2).  

These would include the following perils: 
- Sudden and Accidentalii Pollution Events: 

o Tailings storage facility failures, pipeline or tank ruptures or failure,  
o Explosions or fires resulting in pollution from discharge of chemicals or run-off of fire 

water.   
o Transportation accidents resulting in loss of load or spills.  

- Gradual pollution conditionsiii: 
o Ground water and surface water pollution from mining activities, tailings dams, plant 

and dams, etc.  
o Community health and property damage resulting from dust fallout and other air 

emissions, including crop damage, soil pollution, etc.  
o Ecological damage to rivers, vleis, wetlands, etc.  

 
 
  



Advantages offer current insurance options in the market 
 
Gaps in current environmental products addressed by Itoo include: 
 

1. The GL inclusion of “sudden and accidental” pollution cover is not sufficient for industrial and 
mining clients’ needs and that 1) gradual pollution exposure is the more material risk, and 2) 
claiming pollution costs under S&A scenarios is not usually successful unless the event was very 
obvious and time, place and circumstance can we definitively identified.  
 

2. Proposed amendments to Mining Legislation requiring MineCo’s to have financial mechanisms 
in place (i.e. trust, guarantee or insurance) for latent defects and public liability in addition to 
planned rehabilitation of first party environmental impacts. Our policy is a claims-made basis, so 
we will cover the liabilities arising from the pollution, regardless of when it occurred or 
commenced. Subject to our risk assessments, we offer our cover without a retroactive date. 
Thus existing investors and operators are covered for events prior to their participation in in the 
operation.   

 
3. A “hybrid” environmental insurance program – i.e. blending rehab guarantees with 

environmental liability cover –  is a much more efficient way of underwriting these exposures 
than relying only on mining rehab guarantees. It could save mines from having to tie up billions 
of Rands over and above their existing mine rehab guarantees for risks which may never 
materialise, or, if they do, will probably exceed any mines’ ability to fund them.  
 

Description of Cover:  

Itoo offers, on Hollard insurance license, a 1 to 3-year policy for third party liabilities – i.e. unplanned, 
gradual or sudden and accidental, existing, known or unknown risks -- such as cancer risks in a 
community bordering a tailings dam. We also offer a 1 – 3 year policy for property transfer, i.e. ceding 
the policy from the seller to the buyer in lieu of a guarantee, which is useful for M&A transactions where 
environmental liabilities may affect the purchase price.  

Insuring clauses include the following: 

o Emergency response, legal defence, government liaison, crisis communications and public 
relations relating to pollution,   

o Legal liability from 3rd party claims for clean-up and rehabilitation,  

o 3rd party damages and losses including public health damages (bodily injury),  

o 3rd party ICOW and BI,  

o Ecological restoration of compromised wetlands and rivers.  



We are able to cover exploration, open cast and underground, all minerals (coal is not excluded), tailings 
and other types of dams, waste rock and discard dumps, plants and processing sites, mining contractors 
and operators, transporters, pipelines, etc.  

Our quotes are subject to a risk assessment which Itoo performs at its own cost and is designed to 
reward mines which have been managed responsibly. Premiums are adjusted annually depending on 
changing circumstances on the operations.  

For a post-closure scenario, the client can buy risk capacity that will be big enough to respond without 
the capital being idle in the interim. Furthermore, the policy can be ceded to the DMR in order to 
provide the indemnity sought by the regulator.  

At present, South Africa needs local deployment of working capital to ensure the sustainability of the 
mining sector, rather than have it subject to a risk assessment performed by someone with no 
downstream exposure to that risk, or sitting in accounts which are open to manipulation. 

For further information please contact 

 

James Brice. 

Head: Itoo Environmental | South Africa 

T:  +27 82 492 0625 | F:   | C:  +27 82 492 0625 | E:  jamesb@itoo.co.za | W:  www.itoo.co.za | Tw: 

www.twitter.com/itooexpert 

 

 

i “Pollution Conditions” means the discharge, dispersal, release or escape of any solid, liquid, gaseous or thermal irritant or 
contaminant, including, but not limited to, smoke, vapours, soot, fumes, dust, acids, alkalis, toxic chemicals, medical waste and 
waste materials into or upon land, or any structure on land, the atmosphere or any watercourse or body of water, including 
groundwater, provided such conditions are not naturally present in the environment in the amounts or concentrations 
discovered. 
ii Needs to be reported within 12 hours of the occurrence of the pollution event, i.e. the time, place and circumstance need to 
be fully known, and the event must have occurred over a short period of time.  
iii Defined as being not sudden or accidental 

 


