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Feedback from the International
Network of Financial Services
Ombudsmen Schemes Conference
held in New York, USA
The Ombudsman and Deputy Ombudsman attended the
annual conference of the Financial Services Ombudsmen
Schemes which took place in New York during the first
week of October 2008. The theme of the conference was
“Expanding Horizons – Leveraging Best Practices”.
The conference coincided with the breaking of the news concerning the
global financial crisis and the emergency bail out provisions announced
by the US Treasury to stabilise the international financial system and to
prevent further collapse of major financial institutions. It was accordingly
not surprising that much attention was focused on the global financial
system and the regulation thereof, particularly in the USA. The emphasis
of the conference consequently focused more on banking and governance
principles rather than insurance issues. Nevertheless a number of interesting presentations on insurance related topics
were presented. The break out session on insurance issues chaired by Karen Stevens of the ISO New Zealand provided
valuable insight into the types of problems facing insurance Ombudsman in other jurisdictions and the approaches to
these problems.
Outstanding presentations were made by Mr. Gordon Smit of JPM Chase Bank on “Customer Satisfaction, Clear & Simple”
and Mr. Matt Johnson of the Fraud Division of the Office of the Comptroller of the Currency (OCC), US Department of
the Treasury on “Fraud issues in Banking, Investments and Insurance”.

“It was particularly gratifying to see that the practices followed by the
Ombudsman’s office and the approach adopted to many common insurance
related problems such as disclosure are up with the best in the world”
It was particularly gratifying to see that the practices followed by the Ombudsman’s Office and the approach
adopted to many common insurance related problems such as disclosure, are up with the best in the
world and in many instances exceed the standards set in other jurisdictions, particularly in regard to
the effectiveness of relief achieved for consumers. In many jurisdictions Ombudsmen do not have
the power to make binding rulings, or consider disputes on grounds outside of the strict letter of the
law, thereby seriously compromising their effectiveness as alternative dispute mechanisms.
It was clear from the presentations at this conference that the international financial sector will face
exceptionally tough and challenging times in the short to medium term as capital bases and investment
incomes are seriously eroded by economic turmoil. This could well lead to consolidation and
restructuring within the insurance market.
The office has also applied for membership of the International Network of
Financial Services Ombudsman Schemes. The application has been
accepted and it is hoped that this will in turn lead to closer ties with
insurance related Ombudsman Schemes in other Commonwealth
jurisdictions.
The conference also afforded the Ombudsman and Deputy Ombudsman the
opportunity to renew ties with other Ombudsmen Schemes and to expand on
networks with similar schemes in other countries including Africa, the MiddleEast, Czech Republic and Finland.
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The Ombudsman and all the staff would like to
wish you and yours all the very best for the festive season
and to thank you for your support over the past year!
Please be advised that the Ombudsmans Office will
be closed from Monday 22 December 2008 and will
reopen on Monday 5 January 2009.

Do you have what it takes to be No 1?
The Isabel Jones Ukusizana Award
recognises Insurers’ commitment to
consumer excellence
In an effort to recognise short-term insurers’ commitment
to consumer excellence, The Ombudsman for Short-Term
Insurance launched The Isabel Jones Ukusizana Award in
2007. Dedicated to the late Isabel Jones, a champion for
consumer rights and Chairman of the Ombudsman’s Board
for many years, the award is presented on an annual
basis, to the top insurer, based upon the following
criteria:
•
•
•
•

Application of fairness and equity;
Speed and thoroughness of insurers’ responses to the
Ombudsman’s Office;
Commitment to fairness and equity; and
The level of cooperation that the Ombudsman’s Office has received from the insurer.

The Ombudsman, Deputy Ombudsman and Assistant Ombudsmen rate each insurer who is a member of the
Ombudsman’s Office, based upon the abovementioned criteria over a period of a year. A short-list of three finalists
is determined and the winner, first runner up and second runner up will be announced at the launch of the
Ombudsman’s Annual Report which will be held in Johannesburg in March 2009. The winner will walk away with
“The Isabel Jones Ukusizana Award”, an exquisite floating trophy, commissioned by top KwaZulu Natal artist,
Sarah Richards and will also receive a Certificate of Achievement.
Outsurance was the first recipient of this prestigious award with MUA Insurance Company in second place and
the Auto & General Group in third place.
“The Office cannot function effectively without the active co-operation of the insurance industry and this is one
way in which we can recognize the efforts of insurers who go the extra mile in resolving complaints expeditiously
and fairly”, says Brian Martin, Ombudsman for Short-Term Insurance.
For more information, insurers may contact directly the Ombudsman, Deputy Ombudsman or Assistant Ombudsmen
on 011 726-8900.

“Do you have what it takes to be No. 1?”
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FAILURE TO EXERCISE DUE CARE
The Insured purchased a Volkswagen Beetle motor vehicle and at the time of purchase
took out a motor vehicle warranty policy which was offered to him by the selling dealer.
The Insured lent the vehicle to a lady friend of his and on the 29th June 2007 the
friend was involved in an incident whilst driving out of a shopping mall. It appears
that the driver did not see a concrete curb and drove over the curb, causing damage
to the undercarriage of the vehicle. The incident occurred late one evening whilst it
was dark. The driver of the vehicle continued to drive the vehicle after the incident and
shortly afterwards the engine seized.
The insured vehicle was inspected by an assessor who determined that apart from accidental damage to the body
of the vehicle, there had been severe damage to the undercarriage of the vehicle and damage to the engine. The
Insurer alleged that damage was caused to the engine as a direct result of the vehicle having been driven without
oil in the sump of the engine.
The Insurer obtained evidence from a tow-truck driver who had attended at the scene of the incident. The towtruck driver stated that he noticed and in fact drew the attention of the driver to the fact that a considerable amount
of oil was leaking from the vehicle immediately after the impact with the curb had taken place. He advised the
driver that there was likely to be severe damage to the engine and that further damage would be caused if the
vehicle should be driven from the scene of the incident. Despite this warning the driver started the engine of the
vehicle and drove away from the scene of the incident. She managed to drive for approximately 2kms before the
vehicle came to a complete halt when the engine seized. The Insurer drew attention to the provisions of the policy
which stated:
“If the vehicle is in an accident or breaks down and is used or driven before the necessary repairs have been
carried out, you will be responsible for any consequential damage to the vehicle which results from or are due
to the accident or breakdown.”
Furthermore the Insured was obliged to “exercise all reasonable precautions for the safety and maintenance of
the property and prevent or minimize loss, damage or accidents”.
The Insured stated that the vehicle had been driven by a lay person who was completely unfamiliar with the
workings of a motor vehicle and did not understand the significance of the loss of oil. The driver had also feared
for her safety having regard to the fact that the incident had occurred at night in an unlit area.
The Ombudsman, after reviewing the matter and the uncontested evidence of the tow truck driver, pointed out
to the Insured that the driver of the vehicle did not have to be familiar with its features or the workings of an
engine. The vehicle had been involved in what clearly was a substantial impact with a concrete curb and even the
most uninformed of drivers would have appreciated that such an impact would have, in all probability, caused
damage to the engine. It would be highly imprudent and ill-advised to continue to drive a vehicle in these
circumstances and before the precise nature and extent of the damage had been determined. However, the
attention of the driver had specifically been drawn to the fact that a considerable quantity of oil had leaked out
of the engine and that severe damage would be caused to the engine if the vehicle was driven further. Despite
the fact that these express warnings were given and that the assistance of a tow-truck driver was available to
assist the driver in moving the vehicle and that there was no immediate threat to her safety, the driver had been
reckless in disregarding the warnings given and in continuing to drive the vehicle. The Insured driver had simply
elected to carry on driving the vehicle regardless of the advice given and indifferent to the consequences of her
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OMBUDSMAN’S ADVICE: CASE STUDIES (CONTINUED)
FAILURE TO EXERCISE DUE CARE (CONTINUED)
action. If anything, her actions had compromised her safety far more than had she allowed the vehicle to be
towed from the scene of the incident for further investigation.
The damage to the engine had been a clear consequence of the vehicle having been driven after the incident,
in breach of the provisions of the policy and in circumstances where there had been a clear failure to exercise
reasonable precautions to minimize loss. The Ombudsman concluded that the Insurer’s rejection of the claim
for damage to the engine was justified, but that the Insurer had an obligation to indemnify the Insured for the direct
damage to the vehicle including the sump which would have been damaged in the initial impact.

NO CLAIM BONUS
The Insured took out a policy covering his motor vehicle during September 2006 and in
July 2007 was involved in a motor vehicle accident. He submitted a claim against his
Insurer but liability for the claim was declined on the grounds that the Insured did not
qualify for the No Claim Bonus allocated at the time of underwriting. The policy was
underwritten on the basis that the Insured had three years of uninterrupted comprehensive
insurance. The Insured had disclosed that his wife had been involved in a motor vehicle
accident three years prior to the inception of the policy.
Upon investigation the Insurer established that the Insured had not enjoyed uninterrupted
comprehensive insurance as represented. The Insurer had in fact been insured for a total
period of 1 year and 8 months and there had been interruptions in the insurance cover. Had
the correct information been disclosed the Insurer would have increased the premium significantly
and in fact it only received 60% of the correct premium.
When confronted with the information provided by the Insurer the Insured stated that he would be willing to resolve
the matter on the basis of the policy being declared void ab initio with all premiums paid since inception being
refunded. This proposal was agreed to by the Insurer and the policy was declared void on this basis.

MISREPRESENTATION AND DRIVING UNDER THE INFLUENCE
The Insured took out a motor vehicle policy on the 1st June 2007 and on the 19th June
2007 submitted a claim for damage to the motor vehicle after he was involved in a collision.
The Insurer rejected liability for the claim on the grounds of misrepresentation, it being
alleged that at the time the policy was proposed for, the Insured had failed to disclose
that he was involved in two previous accidents and that a claim had been made against
another Insurer in respect of one of those accidents. As a further defense the Insurer
alleged that the Insured had been under the influence of alcohol at the time of the accident
giving rise to the claim. The Insurer further alleged that the Insured had removed beer
bottles from his vehicle and had left the scene of the accident before the SAPS arrived.
Upon enquiry by the Ombudsman it appeared that at the time of proposal the Insured had been
asked whether, in the last three years “you were involved in any accidents or incidents at all”. The response given
by the Insured was “No, I haven’t claimed on insurance”.
The Ombudsman pointed out to the Insurer that the response given to the question was not clear and no clarification
was requested by the Insurer to the response given. It appeared clear that the Insured had understood the question
as relating to claims made on an insurer which had been paid. The Insurer also conceded that if the correct information
had been given, it would have still accepted the risk, but at a higher premium.
As far as the other defenses raised by the Insurer were concerned, the Ombudsman pointed out that there was no
reliable evidence indicating that the Insured had in fact driven the motor vehicle whilst being under the influence
of alcohol and there was nothing in the policy conditions which precluded the Insured from conveying beer bottles
in his vehicle.
The Insurer, after considering the matter again, agreed with the views of the Ombudsman and agreed to accept
liability for the claim. In addition, the Insured was compensated for towing and storage costs incurred.
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A NEW WAY OF CHARGING OUR
FEES AND INCENTIVES FOR
EARLY SETTLEMENT OF
COMPLAINTS
In a circular earlier in the year, we invited comment on
a proposal from our Board to offer insurers an incentive
for settling matters early. The feedback received from a
number of insurers was in the main very positive. We looked
at various models but it soon became clear that the best
incentive to achieve the desired objective, would be to reduce our
fee should a complaint be resolved (settled) to the client’s satisfaction within a set time period. Our Board
approved the proposal to reduce the fee by 50% should the dispute be settled within 30 calendar days of receipt
of the complaint from this office. The intention is to encourage a speedy resolution of a complaint. The incentive
will thus not be available should the insurer wish to defend the rejection of the claim. Such matters will then
be handled as per the current procedure.
Should the insurer decide that, on reviewing the complaint in terms of the Ombudsman’s guidelines, that the
complaint or dispute should be settled in favour of the insured, then this fast track procedure could be utilised.
If this results in a satisfied client without the intervention of the Ombudsman within 30 days, then the reduced
fee will be applicable.
Our Finance Department has also considered the implications of the new procedure and after further discussion
it was felt that the best way to implement the new system and to reduce the administrative burden would be
to follow the practice of the Long-Term Insurance Ombudsman, which is to charge insurers upfront. After
considering the feedback received from the industry, our Board approved a six monthly invoicing system. The
number of complaints for the same period of the previous year (with a ten percent inflationary adjustment) will
be used to determine the invoice amount and this will be adjusted at the end of the period (in terms of numbers
received and credits given.) Any debit or credit amount is then carried over to the next period.
The obvious benefit of this system, from our perspective, is to reduce the monthly workload of case files and
of issuing invoices and chasing after insurers for payment. A monthly recon and a list of new matters received,
would however still be issued by our Finance Department but without the need to collect on it.

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 and commercial
lines business have voluntarily agreed to accept the Ombudsman’s formal recommendations.
If you want to lodge a 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.
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