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OMBUDSMAN FOR SHORT-TERM INSURANCE
LAUNCHES ITS ANNUAL REPORT FOR 2007
AND ANNOUNCES THE WINNER OF ITS
PRESTIGIOUS ISABEL JONES UKUSIZANA
AWARD
At a well-attended function held at the Johannesburg Country
Club on 26 March 2008, the Ombudsman for Short-Term
Insurance launched its Annual Report for 2007 and announced
the winner, first runner up and second runner up of its prestigious
Isabel Jones Ukusizana Award. This award seeks to recognise
the significant contribution made by the insurance industry
to the functioning of the Office of the Ombudsman and to
promote consumer confidence in the industry. In January this
year, three finalists were selected for their commitment
to the effective resolution of complaints and their
application of the principles of equity. OUTsurance
took top honours with MUA Insurance Company
Limited in second place and the Auto & General

Below from left to right: Trevor Devitt (OUTsurance),
Brian Martin (Ombudsman) and Willem Roos (OUTsurance)

Group in third place. “Congratulations to our
three winners on their outstanding achievement.
Our Office cannot function effectively without
the active co-operation of the insurance industry
and this is one way in which we can recognise
the efforts of insurers who go the extra mile in
resolving complaints expeditiously and fairly”,
says Brian Martin, Ombudsman for Short-Term
Insurance.

OUTsurance walked away with a magnificent trophy,
which was commissioned from top KwaZulu Natal artist,
Sarah Richards. The trophy, a bronze sculpture
symbolises the concept of “working together”. Sarah
Richards provided guests with a presentation on the
different stages involved in making the sculpture.

Left to right: Chairman of the Ombudsman’s Office, Moses Moeletsi
handing over the Isabel Jones Ukusizana Award to Ernst Gouws from
OUTsurance.
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HIGHLIGHTS FROM THE REPORT
• R84 million was recovered on behalf of complainants, the
highest monetary value of recoveries since the
establishment of the Ombudsman’s Office in 2000.
• The number of complaints received by the Office also
increased by 26,3%. Once again, motor complaints
dominated the type of complaints received (67%) followed
by homeowners claims (12%).
• Due to the huge increase in the number of complaints received
coupled with significant staff changes, the turn-around time
for the resolution of complaints increased from 87 days in
2006 to 97 days in 2007.
• Still of concern to the Ombudsman’s Office is the trend on the
part of many insurers to rely upon external underwriting
managers for the underwriting and processing of insurance
related business.
• The Office continued to experience a large volume of complaints
regarding the rejection of claims made in terms of motor warranty
policies.
• The year under review also saw the Ombudsman making seven
formal Rulings, the majority of which concerned issues surrounding
non-compliance with alarm warranties and the lack of a
professional driving permit.
Copies of the Annual Report are available from the Office or can be downloaded from the OSTI website at www.osti.co.za

TRIBUTE TO ISABEL JONES
It was with great sadness that at the time of preparing the Ombudman’s
Annual Report we learnt of the passing away of Board member, Isabel
Jones. Isabel had been the Chairman of the Ombudsman’s Office since
2001 and had stepped down as Chairman last year due to her ill health.
Isabel Jones had established a niche for herself as South Africa’s consumer
activist with her investigative skills being honed through the long-running
television series SABC3’s “Fair Deal”, Summit Television series, “The
Big Deal” with Isabel Jones, her many radio programmes (SA fm, Radio
702/Cape Talk) and newspaper articles (Sunday Times, Independent on
line and Beeld). She was also a member (judge) on the Gauteng Consumer
Affairs Court, Member of the Long-term Insurance Ombudsman Council, Member
of the Advisory Committee to the Government on Short-term Insurance, ViceChairperson of the Financial Services Consumer Advisory Panel and Vice-Chairperson
of the Credit Information Ombud’s Council.
She won every consumer award in South Africa including the South African Woman of the Year’s
People’s Choice and the South African Personal Injury Lawyer’s Association’s Community
Champion and more recently was awarded the Department of Trade and Industry’s Lifetime
Achievement Award for Consumer Journalism.
Deputy Ombudsman, Hendrik Viljoen says, “I worked with Isabel since 2001 when she was elected the first Chairman
of the Ombudsman Council. When the Board and Council amalgamated in 2005, she became the first Chairman of
the unitary Board. During this entire period she only missed one official meeting and this was when she had major
surgery. She showed a remarkable ability to grasp complicated issues and had no problem in understanding even
the latest technology. For such a well respected consumer champion, she also showed excellent balance and realised
that whilst the customer may be king, he /she was not always right. Her death is a real loss, not only for consumers
who relied on her to fight many battles on their behalf, but also the insurance industry who lost a champion who
always sought to promote the industry as well as this office.”
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CANCELLATION OF AN INSURANCE POLICY
BY ASSISTANT OMBUDSMAN, DARPANA HARKISON
When can an Insurer cancel?
The Insurer can cancel under the following circumstances:
1. Where the Insured has stopped paying the premium. In terms of the Policy Holder Protection rules, where
the Insured’s premium is not received, the Insured is granted a 15day grace period within which to pay the
premium in order to enjoy cover. If the premium is still not paid, the policy will not respond to a claim and may
also be cancelled. In these circumstances, the insurer is not obliged to give the Insured notice of cancellation
of the policy. Strictly speaking this is not a cancellation but rather a lapsing of the policy.
2. Under certain circumstances, the Insurer may cancel with immediate effect. These circumstances include
misrepresentation and fraud. In the case of misrepresentation, the breach has the effect of voiding the policy
from inception and restitution in the form of a refund of the premiums becomes payable. In the event of fraud,
the breach has the effect of voiding the policy from the date of the incident and no refund of the premium is
necessary.
3. The Insurer can cancel the contract after giving notice of cancellation in terms of the policy. In this instance,
the Insurer need not give the Insured reasons for the cancellation of the contract. The Policy Holder Protection
Rules provide further that where the Insured is represented by a Broker, the Insurer must still ensure that the
Broker has given the Insured notice of cancellation of the policy.
When can an Insured cancel?
1. The Insured can cancel the policy at any time, provided the Insurer has been given
notice in terms of the policy wording. Some Insurers will cancel with immediate effect, however, the Insured
must then ensure that alternative cover is in place immediately upon cancellation of the old policy.
Where the Insurer cancels the policy, the Insured has a duty to notify the subsequent Insurer of the previous
cancellation as this could impact on the underwriting of the risk. If the insured can prove that the previous insurer
cancelled the policy without justification, thereby rendering him/her a “high risk” to new insurers, the insured
could possibly have a right of recourse against the Insurer. It is the view of this office therefore, that Insurers
ensure that they comply with the policy wording and the Policy Holder Protection Rules
before cancelling a policy, due to the drastic impact this has on the Insured.
In the matter of South African Eagle Insurance Company Limited v KRS Investments
CC 2005 (2) SA 502 (SCA), the court dealt with retrospective cancellation of the
policy from the date of the fraudulent act. On 30 December 1999, the Insured
submitted an accident claim and misrepresented the identity of the incident
driver. On 06 February 2000, a fire claim was submitted. At this stage, the
accident claim was still pending. Whilst investigating both claims, the Insurer
learnt that the actual incident driver was in fact unlicensed. The accident claim
was therefore rejected on the basis of the Insured’s fraudulent
misrepresentation. The Insurer further voided the policy from the date of
the misrepresentation thereby rejecting the fire claim as well. The Court
a quo dismissed the accident claim. However, in respect of the fire
claim, a declaratory order was issued obliging the Insurer to meet the
fire claim. On appeal, the court referred to the judgement in the
matter of Schoeman v Constantia Insurance Co Ltd 2003 (6) SA 313
(SCA) which stated that our law does not recognize the doctrine
of forfeiture. The application of this doctrine would have denied
the Insured any rights accrued prior to the cancellation of the
policy. The court dismissed the Insurer’s appeal and held that
the cancellation of a policy is effective only from the date of
notice of cancellation and not from the breach.
For more information, please contact Darpana Harkison at
darpana@osti.co.za
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PROFILING NEW APPOINTMENTS AT THE OFFICE
MANDY FERREIRA ASSISTANT OMBUDSMAN
“I have been working in the Insurance Industry for +/-13 years. My initial
association with the Ombudsman's office was handling Insurer complaints
first hand and thereafter, whilst running the Insurer's legal department,
I gave advice and training on the handling of Ombudsman complaints.
I am half way through completing my LLB and am honoured to be a part
of the Office of the Ombudsman which enables me to provide guidance
and advice to the industry in applying fairness and equity and to afford
my assistance to consumers where it is rightly needed”, says Mandy.

JOHAN JANSE VAN RENSBURG ASSISTANT OMBUDSMAN
“I have been involved in the Insurance Industry since the late 1980’s.
I have experience in claims, underwriting, assessing, broking and legal
recoveries. I have attained the positions of National claims and
Underwriting Manager as well as Client Services Manager at Head
Office level at two Insurers. I have dealt with Ombudsman matters for
the past 9 years and hope to contribute positively to this office”, says
Johan.

JO-ANNE NEL SECRETARY TO ASSISTANT OMBUDSMAN,
JOHAN JANSE VAN RENSBURG

“I previously worked at Winchester Ridge Primary School as a secretary.
I also did a homework class for Grade 2’s, which proved to be quite a
challenge but most rewarding. Since leaving school I have always found
myself in secretarial positions. I am also a mother to two sons”, says
Jo-anne.

VANTERA JOSEPH SECRETARY TO ASSISTANT OMBUDSMAN, THASNIM DAWOOD
“After leaving school in 2001, I joined a firm of attorneys as a personal
assistant and have held a few secretarial positions with other
organisations before I joined the Ombudsman’s Office. My aim is to
pursue a career that presents me with tasks that will challenge, expand
and utilise my experience. I’m also determined to acquire as much
knowledge and experience within the industry”, says Vantera.
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OMBUDSMAN’S ADVICE: CASE STUDIES
NON-PAYMENT OF PREMIUM AND THE INSURED’S OBLIGATIONS:
The Insured submitted a claim for accident damage to his vehicle. The claim
was initially rejected on the basis that the policy had lapsed prior to the loss
due to the non-payment of premium arising from a stop payment. The Insured
appealed the Insurer’s decision and produced a letter from his Bank confirming
that the non-payment was due to an error on the part of the Bank. The Insurer
agreed to accept liability only in respect of the damage to the Insured’s vehicle.
The Insurer conceded that the cancellation of the policy was incorrect due to
the Bank’s error. However, the Insurer argued that even if they had complied with
the Policy Holder Protection Rules and requested premium within 15 days of the first request, the premium
would not have been received as the Insured’s bank account was still overdrawn. The Insured was
adamant that the premium would have been paid on the second request, as he had a special arrangement
with the Bank. However, the Insured could not provide written confirmation of this arrangement from
the Bank or that the Bank would have allowed the premium to be paid if a second request had been
made. The Insurer’s stance on the matter could not be faulted.

MATERIAL NON-DISCLOSURE OF PREVIOUS CLAIMS:
The Insured submitted a claim for her vehicle, which was stolen during a hijacking. The Insurer rejected
the claim on the basis that the Insured had failed to disclose a previous theft claim.
According to the Insurer, the claim not disclosed related to the theft of the Insured’s
parents’ vehicle approximately a year prior to the present incident. The Insured
stated that at the time of theft of her parents’ vehicle, whilst she was noted
as the regular driver of the vehicle, she was in fact not the regular driver.
Further, the vehicle was stolen outside her parent’s home whilst she was
housesitting her parents’ home. The Insurer argued that the fact that the
Insured was the last possessor of her parents’ vehicle prior to the incident
was material and therefore the Insured had a duty to disclose this. It was
pointed out to the Insurer that the transcript of the sales conversation with
the Insured revealed that only the questions pertaining to previous insurance
history made mention of instances where the Insured was the regular driver. The
questions pertaining to previous claims history made no mention of instances where
the
Insured was the regular driver. It was therefore unreasonable to assume that the Insured should have
disclosed this incident, more so as she was not in fact the regular driver of the vehicle. Further, the fact
that the Insured was the last possessor of the vehicle was irrelevant as the vehicle was stolen outside the
risk address, which could have happened regardless of who was the last possessor. The Insurer initially
agreed to settle the matter on a pro-rata basis. The Insured rejected this offer stating that the previous
loss was not relevant to the present loss. The Insurer then agreed to settle the claim in full.

MATERIAL NON-DISCLOSURE OF A CIVIL JUDGEMENT:
The Insured submitted a claim for accident damage to his vehicle. The claim
was rejected on the basis of the non-disclosure of a civil judgement. The
Insured stated that he was unaware of the judgement prior to the inception
of the policy. He only became aware of the judgement when the claim was
rejected. The Insured then produced a letter from the Judgement Creditor
confirming that the judgement debt had been settled. Upon receipt of the
Insured’s complaint, the Insurer requested proof of the date on which the
judgement debt was paid. The judgement debt was settled in 2002 and the
Insurer then agreed to settle the claim in full.
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OMBUDSMAN’S ADVICE: CASE STUDIES (CONTINUED)
COVERED PERILS
The Insured submitted a claim against his Insurer for damage to a boundary wall, which had started to
lean over, and exhibited signs of cracking. The Insured was uncertain of the cause of the damage.
The Insurer appointed a service provider to inspect the wall and assess the affected areas.
The Service Provider inspected the wall, which was a face brick wall to which a pre-cast wall had been
attached. The pre-cast wall was found to be leaning over and some of the upright columns had cracked.
It was noted that trees standing against the wall had contributed towards the leaning of the wall. The
boundary wall was constructed of face bricks and was a single brick wall of 2.2 m in height with a length
of 17 m.
The Insurer declined liability for the claim on the grounds that the face brick wall had not been built in
accordance with the National Building Regulations and in particular was defective in its design in as
much as the maximum permissible height for a single brick wall was 1.8 m. The supporting columns
should also not be more than 3 m apart. The columns in question were 7 m apart.
The Insurer drew attention to the fact that loss or damage arising from wear and
tear or gradual deterioration or any gradually operating cause was excluded
from cover, as were defects in design or construction.
The Ombudsman, after reviewing the facts of the matter, agreed with the
Insurer that the face brick wall was defective in its design and/or construction
and that the damage to the pre-cast wall had arisen over a period of time,
probably from the presence of the trees which were in close proximity to it.
Accordingly no insured peril had operated.

FROM THE NEWSROOM: LATEST MEDIA RELEASES
THE OMBUDSMAN FOR SHORT-TERM INSURANCE URGES ALL CONSUMERS TO CHECK THEIR
INSURANCE COVER
The Ombudsman for Short-Term Insurance urges all Consumers to urgently review their policies of
insurance and to check that they are adequately insured for the specific risks for which cover is required.
Consumers are also urged to ensure that they are fully acquainted with the excess structure applicable
to their policy and the manner in which excesses will be calculated in the event of a loss. Particular
care should be taken where schedules contain a variety of excesses relating to different types of claims.
“Certain insurer’s apply excesses on a cumulative basis i.e. more than one excess is applied to claims
arising from a single event. This can result in the insurer only paying a small percentage of any claim.
If you are not prepared to accept the risk associated with multiple excesses being applied, alternative
insurance cover should be sought and consumers should not simply accept the first policy offered to
them or be guided solely by considerations of price”, says Brian Martin, the Ombudsman for ShortTerm Insurance. He goes on to say that insurance is in fact a highly individualistic product and should
not be viewed as a standard purchase where price is the only variable. “It is paramount that consumers
correctly identify their risk profile and obtain the most suitable cover for their
specific requirements, before price is considered”, says Brian.
Of particular concern to the Ombudsman are certain types of policies
marketed as “vehicle insurance” which are often highly restrictive
in the cover provided and which contain very onerous terms,
which may be almost impossible to adhere to in certain
circumstances. Certain policies marketed as “vehicle
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FROM THE NEWSROOM: LATEST MEDIA RELEASES (CONTINUED)
insurance” expressly exclude liability for certain classes of passengers or even any passengers conveyed
in a vehicle. Passenger liability remains one of the biggest risks to which a driver of a motor vehicle is
exposed and if no cover for this type of liability is in place, the driver of the motor vehicle could be exposed
to catastrophic consequences. Other losses or damages which may not be covered include, theft or loss of
the vehicle by false pretences or fraud during any process of a sale, loss of or damage to a vehicle parked
on a motor dealer’s floor, any place where a vehicle is advertised or offered for sale, damage to any part of
a vehicle caused by the vehicle being driven after an accident.
Consumers are urged to seek professional advice if there is any uncertainty as to what may be covered by
their policies of insurance and not to purchase products before they are fully conversant with the nature and
extent of the cover provided. “Wherever possible, consumers should consult an attorney or registered
insurance consultant prior to purchasing insurance products and should update their insurance policies at
least every year to ensure that their needs are correctly identified and catered for”, says Brian.

THE OMBUDSMAN FOR SHORT-TERM INSURANCE SEES AN INCREASE
IN REJECTION OF CLAIMS DUE TO POLICY CONDITIONS NOT BEING
ADHERED TO IN TERMS OF CONSUMERS’ ALARM SYSTEMS
The Ombudsman for Short-Term Insurance says that its offices have
seen an increase in complaints received from consumers where their
claim has been rejected due to them not adhering to their policy
conditions in regard to the operation of alarm systems.
Complaints are received concerning instances where liability for a
claim is denied on the grounds that no signal was received by the
alarm monitoring service at the time the burglary took place. “Our
office has seen an increase in complaints received from consumers where their claim
has been rejected due to their alarm system not being armed at the time of the incident”, says Brian
Martin, Ombudsman for Short-Term Insurance. There are many contributing factors, which cannot guarantee
a 100% foolproof alarm system, such as power failures, a poor signal or no signal received, faulty batteries,
faulty phone lines or no response by the alarm company. Alarm companies will not take responsibility for
these factors and this needs to be kept in mind by consumers when they shop around for insurance.
The office of the Ombudsman applies the law and equity in its determinations and depending on the facts
of each case, might be able to come to the assistance of consumers.
In particular, difficulty has been experienced by consumers in complying with the requirement that the alarm
system be activated whenever the premises are left unattended. This requirement has often led to unintended
consequences and has proved to be unworkable, impractical and at times very harsh in its effect, particularly
where members of the Insured’s family or employees have been responsible for not activating the alarm
system, or are incapable of so doing. Some policies also stipulate that the premises will be treated as
unoccupied if only the housekeeper’s rooms are occupied.
Consumers should rather see the installation of an alarm system as a personal security measure and not as
a means to securing a discount on insurance premium. “We are not saying that consumers should not install
alarm systems in their homes and businesses, but they should know what they are signing for when they
take out an insurance policy. They should check the clauses in their policy pertaining to the requirements
of the alarm system and make sure that they are not too onerous or impossible to comply with. The cheapest
policy is not necessarily always the best policy”, says Brian. Consumers need to look at their own lifestyle
and find an insurance policy that best matches it.
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CARING FOR THE COMMUNITY
During the festive season last year, the staff from the Ombudsman’s Office
got together to collect gifts for the children in the HIV/AIDS Unit of the
Tembisa Child & Family Welfare Society. The gifts certainly brightened
up the little ones’ day and the contribution was greatly appreciated by the
Society.

REPORT BACK ON RECENT EVENTS
OMBUDSMAN’S WORKSHOP
Earlier on in the year, the Ombudsman’s Office held a workshop at the Johannesburg Country Club for
all insurers where they received a presentation on the updated Ombudsman’s Handbook. The workshop
was well received by those delegates who attended. Copies of the Handbook are available from the
Office or can be downloaded from the OSTI website at www.osti.co.za
OSTI EXHIBITS AT CONSUMER EXHIBITION IN KWAZULU NATAL
The Ombudsman’s Office exhibited at a consumer exhibition held in Durban, which was organised by
the Kwazulu Natal Department of Economic Development Consumer Affairs Division. The exhibition was
well attended by the public and staff members used the opportunity to distribute OSTI promotional
material and create awareness of the activities of the Office.
WHAT’S COMING UP
ANNUAL GENERAL MEETING: TUESDAY 20 MAY 2008
The Annual General Meeting of the Ombudsman’s Office will take place on Tuesday 20 May 2008 at
09h00 in the Gazebo Room at the Killarney Country Club, 60 Fifth Avenue, Lower Houghton, Johannesburg.
Directions to the Killarney Country Club are available upon request.
WHAT DOES THE OMBUDSMAN DO?
The Ombudsman for Short-Term Insurance resolves disputes between Insurers
and consumers in an independent, impartial, cost-effective, efficient, informal
and fair way.
The Ombudsman is appointed to serve the interests of the insuring public
and the short-term Insurance Industry. The Ombudsman acts independently
of the Insurance Industry in all complaints. All members of the South African Insurance Association conducting
personal lines insurance have voluntarily agreed to accept the Ombudsman’s formal recommendations.
If you have a formal complaint or require assistance please contact the Ombudsman’s Office by calling
0860 726-890 or visiting our website at www.osti.co.za, where application forms can be downloaded.
CONTACT US
If you would like to be added to our mailing list, please contact us on: Tel: 011 726-8900
Fax: 011 726-5501 or email: info@osti.co.za
For more information on our activities, please visit our website at www.osti.co.za.
We welcome any feedback or comments you may have.
Copyright subsists in this newsletter. No part of the newsletter may be reproduced,
transmitted or downloaded in any form or by any means, without the permission of
The Ombudsman for Short-Term Insurance.
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