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FROM THE EDITOR’S DESK
We are fast approaching the end of the year and
the coming of spring. As you continue to use your
heaters and fire places during the final month of
winter don’t forget to check your home contents and
buildings policies to ensure that you have complied
with your obligations to prevent any loss or damage
and ensure that the necessary maintenance is
carried out. Read our Consumer Tips in this edition,
for further tips.

EVENTS AND NEWS:
OSTI HAS A NEW HOME:

OSTI is excited to announce that we moved our office to 1
Sturdee Avenue, Cnr Bolton and Baker roads, Rosebank on
1 July 2018. Our office is now situated within easy access to
the Gautrain station and on route to public transportation.
OSTI’s telephonic and email details remain unchanged.

OSTI’S NEW BRANDING

On 26 July 2018, OSTI launched its new logo and
branding. In OSTI’s new logo, a simplified graphic of an
eye has been used to symbolise scrutiny/taking a closer
look at specific cases. This is combined with a balanced
geometric shape, symbolising fairness and equality,
through its symmetry. A solid, confident, rounded and
modern typeface has been selected for its stability and
friendliness. A second geometric shape is used to dot the
“i”. This mirrors the first use of this shape and creates a
feeling of reinforcement.
To keep abreast of our constantly changing world and
to move us into the digital future we felt that the OSTI
brand, being the cornerstone of our business, needed an
updated look, to move OSTI into the future.

ANNUAL REPORT LAUNCH:

The Ombudsman launched her 2017 Annual Report
at a function held in Johannesburg on 18 April
2018. Members of the media, insurers and other
stakeholders attended the launch. The following
were the highlights of the statistical data as at
31 December 2017, released at the launch:
- OSTI received 9 097 formal complaints and 5 079
preliminary complaints;
- OSTI recovered R87 101 354 for consumers;
- 9 962 formal complaints were closed; and
- complaints were resolved within an average
turnaround time of 131 days.

Deputy Ombudsman, Edite Teixeira-Mckinon
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FROM THE
ANNUAL REPORT

Ombudsman, Deanne Wood

The Ombudsman had this to say at
the launch:
As part of its continuing endeavours
to improve the standard of its
complaints handling process, in
March 2017, OSTI launched a new
manual for insurers (operating
only as a guide during 2017 but to
be fully effective as from 1 June
2018) detailing its complaints
handling procedures. The purpose
of the manual is to delineate the
way in which complaints ought
to be handled by OSTI’s insurer
members. The introduction of this
manual was met with noteworthy
co-operation from insurers – even
in relation to potentially punitive
additions to the complaints
handling process which will, as
from the effective date, see insurers
penalised for failing to provide
sufficient information to OSTI at the
inception of a complaint.
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Commendable co-operation was
also received from insurers in the
manner in which they adapted to
the various operational changes
that took place at OSTI during 2017.
Perhaps the most significant of
these changes was the introduction
in the latter part of the year of a
fast track complaints handling
process whereby preliminary
recommendations are made in
significantly curtailed time lines
on matters capable of early initial
assessment. This process has not
only improved, and continues to
improve, OSTI’s turn-around times
but it also enhances the quality
of the service that OSTI is able to
provide. This is because bad news
served swiftly is far more palatable
than that same news delivered after
a prolonged period of time.

The purpose of the
manual is to delineate
the way in which
complaints ought to
be handled by OSTI’s
insurer members.
The financial services industry has
been afforded an eye into its future
through a series of discussions
and negotiations that have taken
place between it and the Regulator
over the course of the past few
years. The same is true for financial
ombud schemes who have been
afforded significant insight into
their own anticipated evolution
under the now enacted Financial
Sector Regulations Act, 2017.
Through its alliance with the
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Banking, Credit and Long-Term
Insurance Ombudsmen, and under
the auspices of the Ombudsman
Association of South Africa,
OSTI participated in discussions
held with National Treasury and
the financial services industry
about the future model of
financial ombud schemes. OSTI
remains committed to taking
the appropriate measures to
anticipate the intended changes
to its structural landscape. OSTI
is, as a short term measure,
exploring ways in which to
rationalise its structures so as
to align closer with those of the
Long-Term Ombudsman and
to embark on a process of
creating a single port of entry to
financial ombud schemes for all
financial consumers.
OSTI’s overturn rate (i.e. the
percentage of matters where
some portion of the insurer’s
decision was overturned) for 2017
has decreased substantially when
compared with that of previous
years. An initial assessment of
this decrease might seem to
suggest that in 2017 insurers
were more correct in their claims
assessments than in previous
years. Or, more worryingly,
that OSTI was less willing to
challenge insurers’ decisions
and more susceptible to industry
bias. However, neither of these
assessments are accurate. In
truth, the reduction in OSTI’s
overturn rate can primarily
be explained by the material
shift in some insurers’ approach
to this measure and to what it
represents for their organizations.
A misperception has arisen that a
low overturn rate is indication of
an insurer’s service excellence.
This is in fact not the case. A
low overturn rate can have a
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number of meanings. It can indeed
indicate service excellence and
a general trend towards making
the correct decision at the
outset. But, importantly, it can
also be indicative of inflexibility,
dogged decision-making and an
unwillingness to be tractable
and to treat each complainant as
an individual when considering
the merits of a complaint that
has been submitted to OSTI.
Whatever the reason, it is my
hope that the overturn figures
published by OSTI will be viewed
in the proper context and will be
read in conjunction with the other
reported insurer statistics. It is
OSTI’s intention to relook at this
reporting aspect in its next
annual report.

In changing times it is essential
that we grow confidence in our
organization. Last year OSTI
committed to improving the quality
of the service that it provides.
This year it has sought to imbed
this improvement as an axiomatic
step in its complaint resolution
process and to couple it with
improved turnaround times.
Looking ahead to 2018 OSTI’s
complaint’s handling focus will
be on consumer experience and a
better understanding of the way in
which it can improve its service to
its users.”

OSTI remains
committed to taking the
appropriate measures
to anticipate the
intended changes to its
structural landscape.
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BACK TO BASICS:
TIME BARRING CLAUSES
AND PRESCRIPTION
OSTI often receives complaints which are either lodged after the time barring period in an insurance policy has lapsed
or complaints that are lodged after the claim has prescribed.
Insurance disputes are subject to two main time limitations:
1. The time barring period stipulated in the insurance policy
Most insurance policies contain a time barring provision,
which can be 180 days or 6 months from the date on which
a decision is made on a claim by the insurer, within which
the policyholder is required, if unhappy with the decision, to
institute legal action against the insurer.
1.1. The Policyholder Protection Rules:
Clause 7.4 of the Policyholder Protection Rules stipulates
that where a policyholder wishes to dispute the rejection of
a claim or the quantum of a claim, the policyholder has 90
days following the insurer’s decision, to make representations
to the insurer in respect of such decision. This 90 day period
cannot be included in any time barring period under the policy.
Remember, the Policyholder Protection Rules apply to personal
lines policies only and therefore this 90 day period will not
apply to commercial policies. Commercial policies usually
contain their own time barring periods, which may differ from
policy to policy.
2. Prescription in terms of the Prescription Act
The period of prescription for a debt, other than a judgment
debt, a debt owed to the State or a debt based on a negotiable
instrument, is 3 years from the date on which the debt becomes
due and payable. In the context of an insurance claim, depending
on the circumstances, prescription may start running from the
date on which the damage occurred or the date on which the
claim is rejected. The facts of the particular case would need
to be considered in order to determine when prescription starts
running.
The Terms of Reference of OSTI determines which matters
OSTI has the jurisdiction to consider. Clause 4.1.7 of the
Terms of Reference provides that OSTI may only consider a
matter if it is satisfied that:
“the complaint has not become prescribed in terms of the
Prescription Act, 1969 or any enforceable time bar provisions
contained in the Policy, provided that in relation to any
enforceable time-bar provisions in the policy
4.1.7.1 the Ombudsman shall have the power to condone noncompliance therewith upon good cause shown, and
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4.1.7.2 the provisions of any enactment which provides for the
extension of any period contained in such time-bar provision
shall be given effect to.”

Thus, OSTI may exercise its jurisdiction to condone noncompliance by a policyholder with the time barring period in an
insurance policy, provided that the policyholder can show good
cause. If the policyholder is unable to show good cause, then
OSTI will not be able to consider the matter.
Time barring clauses are included in the terms and conditions of
insurance policies and must also be set out in an insurer’s letter
of rejection.
Where a claim has become prescribed in terms of the
Prescription Act, OSTI does not have jurisdiction to condone
prescription and OSTI would advise policyholders to refer the
matter to an alternative forum such as a court of law.
For those policyholders who lodge a complaint with OSTI before
the time barring period has lapsed and before the claim has
prescribed, not only will OSTI be in a position to assist, but :
1.		 the running of the time barring period is suspended whilst
the complaint is with this office and for 30 days after OSTI
dismisses the complaint or a Ruling been made (clause 6.3
of OSTI’s Terms of Reference); and
2.		 section 15 of the Financial Services Ombud Schemes Act 37
of 2004 provides that the running of prescription is interrupted
until the complaint has either been withdrawn or a finding
has been made. As from 1 October 2018, section 15 of the
Financial Services Ombud Schemes Act 37 of 2004 will be
replaced by section 216 of the Financial Sector Regulation Act
of 2017 which states: “Receipt of a complaint by a ﬁnancial
sector regulator, the Ombud Council or an ombud suspends
any applicable time barring terms, whether in terms of an
agreement or any law, or the running of prescription in terms
of the Prescription Act, 1969 (Act No. 68 of 1969), for the
period from the receipt of the complaint until the complaint
has either been withdrawn or ﬁnally determined.”
Policyholders are urged to pay particular attention to the time
bar provisions contained in their insurance policies.
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CASE STUDIES
Please note that each matter is dealt with on its own merits and no precedent is created by the findings in these matters.
The case studies are intended to provide guidance and insight into the manner in which OSTI deals with complaints.

EXERCISING REASONABLE CARE
Mr N was travelling at night on a
gravel road when he felt a slight
bump underneath the vehicle. He
continued to drive the vehicle,
when a warning light came on,
indicating that the oil level was
low. Mr N drove a further 500
meters to a garage, where he
called a towing company to
assist to tow the vehicle from the
garage. The vehicle was taken for
an assessment and Mr N obtained
repair quotes. He received a repair
quote of R 11,000.00 to replace
the sump that was damaged.
However, the repair centre
advised him that the vehicle’s
engine had also seized.
The insurer declined liability for
the damage to the engine on
the ground that Mr N had failed
to comply with the terms of the
policy which required him to
exercise due care and precaution
in preventing loss or damage.
The insurer submitted that after
the impact with the rock or hump
on the road, Mr N did not stop to
assess the damage to the vehicle
but continued to drive. After the
warning light displayed on the
dashboard, Mr N ignored this
warning and still continued to drive
to the nearest garage. As a result
of the impact, the vehicle’s sump
was damaged and oil leaked from a
hole in the sump, which would have
been noticeable if inspected. As a
result of the vehicle being driven
after the impact, further damage
occurred to the engine. Mr N had
failed to take reasonable care and
precaution to mitigate the damage,
according to the insurer.
5
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The insurer relied on a general
condition in its policy which
stipulated that an insured must
take all reasonable precaution and
all reasonable care to prevent or
minimize loss or damage.
Mr N argued that he had acted
reasonably in the circumstances
and stated that he was driving at a
speed of 30km/h at the time of the
impact. He advised that he did not
feel the need to stop the vehicle as
it was only a slight bump and he did
not want to stop in an unfamiliar
location for his own safety.
Mr N stated that when he left the
gravel road and joined the tarred
road, he did not notice anything
strange with the vehicles’ handling.
He submitted further that, when the
warning light came on, he only drove
for a further 500m to a safe place.
OSTI upheld the rejection of the
claim for the following reasons:
The vehicle’s engine seized
after it was driven following the
impact with the rock. There was
no evidence to indicate that the
engine was damaged at the point
of impact with the rock. While Mr N
argued that he had only driven an
additional 500m after the warning
light displayed, regard must be
had to the vehicle manufacturer’s
manual which states that the
vehicle must be immediately
stopped and not driven any further
once the oil warning light is
displayed.
OSTI found that there were two
points during Mr N’s journey at
which he could and should have

exercised due care to minimise
the damage to his vehicle. The
first was after the impact with the
rock and the second was when
the warning light was displayed.
When Mr N continued driving after
the initial impact with the rock,
without assessing the damage to
his vehicle, and when the warning
light was displayed, he assumed
the risk of any further damage to
the vehicle. A warning light that
displays, especially in respect
of the engine, is there precisely
to warn a driver that something
is wrong with the vehicle and a
reasonable person faced with this
type of warning light, should have,
in Mr N’s position, immediately
stopped the vehicle.
OSTI also considered Mr N’s
argument that it was not safe
to stop in an unfamiliar area at
night. In this specific matter, no
proper assessment was done of
the road on which the incident
occurred and OSTI was not able
to establish whether or not there
was any degree of danger to the
insured. However, notwithstanding
the danger that Mr N may have
found himself in, the insurer has
limited the extent to which it is
willing to assume liability in these
circumstances by way of express
contractual provisions. The insurer
was therefore entitled to rely on
these contractual provisions.
OSTI was unable to assist Mr N in
his complaint and the matter was
resolved in favour of the insurer.
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CASE STUDIES
Please note that each matter is dealt with on its own merits and no precedent is created by the findings in these matters.
The case studies are intended to provide guidance and insight into the manner in which OSTI deals with complaints.

MOTOR POLICY UNDERWRITTEN ON A
“LOSSES OCCURRING” BASIS

STANDARD BANK INSURANCE

Policies can be written on two
bases: “claims made” or “claims
occurring” (sometimes also “claims
arising” or “losses occurring”). A
“claims made” policy will pay out
for any valid claim made during the
policy period, regardless of when
the incident/accident occurred.
With a “claims occurring” or
“losses occurring” policy, the policy
does not have to be in subsistence
when claiming, as long as the loss
occurred during the subsistence of
the policy or period of insurance.

Mr M submitted a claim to the
insurer in respect of a motor
vehicle accident which occurred
on 8 October 2017. After
validating the claim, the insurer
noted that the premium had
not been paid for the preceding
month of September 2017 as the
payment had been stopped by Mr
M. This meant that Mr M provided
the bank with a “stop order”
instruction on the debit order for
his insurance premium. The policy
was cancelled and Mr M did not
therefore have cover for October
2017, being the month in which
the accident had occurred.
After investigating the matter,
Mr M established that the bank had
made an error and that the debit
order collection by the insurer
should have been successful, as he
had not placed a “stop order” on
his account. This information was
relayed to the insurer.
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After making contact with Mr M’s
bank it was confirmed that Mr M’s
premium was unpaid as a result of
a bank error.
The insurer was willing to reinstate
the policy in order for the claim to
be considered provided Mr M paid
his premiums from October 2017
up to January 2018.
Mr M was not willing to pay all
the premiums demanded by the
insurer and a complaint was
registered with OSTI in this regard.
Having considered the matter,
OSTI pointed out to the insurer
that the policy was underwritten
on a “losses occurring” basis and
therefore the policy did not have
to be in subsistence on the date
that the claim was intimated or
considered by the insurer.
Since the loss only occurred 1
month after the cancellation of the

policy, due to an erroneous “stop
order” notification received from
the bank, the policy only had to be
reinstated for 1 month. The claim
could therefore be considered on
the receipt of 1 month’s premium
from Mr M, in order for him to have
cover for October 2017.
The insurer was not entitled to
the payment of premiums up to
the date of consideration of the
matter in January 2018 before
validating the claim, which arose
in October 2017. If the policy had
been underwritten on a “claims
arising” basis, the policy would
have had to be in force at the time
that the claim was registered. This,
however, was not the case.
The insurer agreed to abide by
OSTI’s recommendation and the
claim was accepted by the insurer
on receipt of one month’s premium
only.

www.osti.co.za
info@osti.co.za

OSTI CARES
The Elton John Masibambisane Centre for Orphaned
and Vulnerable Children feeds hundreds of children
after school every day. OSTI is collecting food items to
help feed the children especially during the Christmas
holidays. OSTI’s food drive will continue throughout
the year and we will hand over our contribution in
December 2018.

CONSUMER TIPS
1

2

3

4

7

The dry winter months are the best time to carry out
roof maintenance. Homeowners/buildings insurance
policies do not cover maintenance related costs. Regular
maintenance helps prevent resultant internal damage.

Insure the things you love. Everything in your home costs
money to replace. Don’t let disaster leave you empty
handed. Make sure that you have the correct cover
in place.

Just because your insurer accepted to insure you does
not mean you are covered for everything and anything
which may befall you. Read the conditions of your cover.

Avoid being declared a multi-claimant and having your
policy cancelled; do not claim for every loss you suffer. If
you can carry the loss yourself, rather do so.
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WHAT DOES THE OMBUDSMAN DO?

ABOUT US

MISSION

To resolve short-term insurance complaints
fairly, efficiently and impartially.

We resolve disputes between consumers and short-term insurers:
• as transparently as possible, taking into account our obligations of confidentiality and
privacy;
We are wholly independent and
• with minimum formality and technicality;
do not answer to insurers, consumer
• in a cooperative, efficient and fair manner.
bodies or the Regulator.

Before contacting our Office, we would advise
you to complain to your insurance company
first. It is best to complain in writing. Make sure
that you keep copies of all correspondence
between you and your insurer.
If you are not happy with your insurer’s decision
you can complete our complaint form and send
it back to us either by post, fax or email.

If you would like to lodge a complaint or
require assistance, please contact our Office
by calling

011 726 8900 or 0860 726 890
or download our complaint form via our
website at

www.osti.co.za, click on lodge a

complaint and then click on steps to follow.

WE ARE ON TWITTER

CONTACT US

For the latest and most up to date news, follow us on
@Ombud4ShortTerm
If you would like to be added to our mailing
list, please contact us:
Telephone: 011 7268900
Sharecall: 0860 726 890
Fax: 011 7265501
Email: info@osti.co.za
Website: www.osti.co.za

Follow us @Ombud4ShortTerm
Address:
1 Sturdee Avenue, Cnr Bolton and Baker roads,
Rosebank, First Floor, Block A,
Johannesburg
We welcome your feedback and/or comments.

Copyright:
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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