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In our first issue of the Ombudsman’s 
Briefcase for 2015, the Office of the 
Ombudsman for Short-Term Insurance 
would like to wish you a prosperous 
and happy 2015. We trust that it has 
been a productive and successful first 
quarter of the year.
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CLAIM REJECTED ON 
THE BASIS OF NOT 
COMPLYING WITH 
SECURITY REQUIRE-
MENTS OF POLICY 
Santam Insurance

A burglary took place at a school 
where several items were de-
stroyed including the school’s 
alarm system keypad.  A claim 
was submitted and the insurer, 
Santam Insurance, appointed an 
independent assessor to investi-
gate the claim.  It was found that 
the thieves had gained entry into 
the school through the roof.  The 
thieves traced the wires of the 
alarm and ripped out the wires.  
It was also found that the alarm 
never tripped, which meant that no 
signal was submitted to the con-
trol room of the alarm company 
to alert them that a burglary was 
taking place.

Santam requested that the school 
provide them with an activation re-
port to prove that the alarm was 
indeed activated when the school 
was locked up at the end of the 
day.  The school provided the in-
surer with a test report from the 
alarm company, which indicated 
that the radio was working.  How-
ever it also stated that this did not 
prove that the alarm had been ac-
tivated at the time of loss.

The insurer subsequently rejected 
liability of the claim on the basis 
that the school had not complied 
with the burglar alarm condition 
in the policy.  The insurer advised 
that it was the responsibility of the 
insured to prove that they had ad-
hered to the policy conditions, and 
specifically, that the alarm should 
be activated. Santam contended 
that the school had failed to com-
ply with the endorsement.  The in-
sured on the other hand submitted 
that the thieves had destroyed the 
alarm keypad during the burglary 
which made it impossible to obtain 
the alarm activation report. Thus 
the insured was unable to obtain 
the activation report to prove that 
the alarm was activated during  
the burglary.

Ombudsman’s Findings:

After reviewing all the facts the 
Ombudsman advised that it was 
impossible for the insured to ob-
tain the activation report from the 
alarm company, since the thieves 
had destroyed the original key-
pad during the burglary. There-
fore the insurer could not rely on 
non-compliance with the security 
requirements of the policy; since 
there was no proof that the alarm 
was not activated at the time of 
the loss.  Santam were requested 
to pay the insured’s claim, which  
they agreed to.

INSURING A GOLDEN 
WILDEBEEST 
RMB Structured Insurance

Mr. R. (insured) submitted a 
complaint to OSTI advising that his 
insurer, RMB Structured Insurance, 
had rejected his claim for the death 
of his golden wildebeest on the 
basis that the cause of death was 
not covered under the policy and 
that “bad management” was the 
cause of the death.  Mr. R. advised 
that he had purchased the golden 
wildebeest and that his vet had 
indicated that the animal was not 
older than ten years at the time of 
death.  The vet had also examined 
the animal and confirmed it to be 
clinically healthy prior to it being 
transported to the insured’s farm.  
The wildebeest was subsequently 
found dead on the insured’s farm 
on 26th April.  

According to a report obtained 
from the insurer’s pathologist, the 
wildebeest had died of “old age”.  
Mr. R. disputed these findings 
on the basis that the average 
life expectancy of the golden 
wildebeest is estimated to be 
eighteen years.  The pathology 
report further estimated that the 
animal had been dead for a period 
of ten to sixteen days prior to being 
found.  The insurer argued that 
this was bad management on the 
part of the insured as the animal 
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had been missing for a long period 
without any effort made to find it.  
This was disputed by the insured.  
Mr. R. said that he and his son had 
seen the animal on the 19th April 
as well as 23rd April.

Ombudsman’s Findings:

In considering the matter, the 
Ombudsman noted that the policy 
covered a number of events 
including but not limited to illness, 
disease, injury and accident.  The 
policy did not have a specific  
clause which dealt with bad 
management.  The Ombudsman 
also pointed out to the insurer that 
a person or animal does not die 
from old age but from an illness 
brought about on or exacerbated 
by old age.  The policy did 
provide cover for illness and the 
Ombudsman was of the view that 
the insured had brought his claim 
within the ambit of the insurance 
policy.  He therefore recommended 
that the insured’s claim be settled 
in full and the insurer accepted his 
recommendation.  Mr. R’s claim 
was settled.

SUBMITTING FALSE 
DOCUMENTS WHEN 
CLAIMING FROM YOUR
INSURER
King Price Insurance

Ms. S. was robbed at gunpoint in her 
residence and various contents of 

her house were stolen.  She lodged 
a claim with her insurer, King Price 
Insurance, for the stolen items and 
provided a photograph of a X-Box 
gaming console, which was similar 
to the one which had been stolen 
but which belonged to a third party.  
The investigator appointed by the 
insurer noted that the photograph 
had an electronic date stamp 
on it that was after the date of 
loss and asked the insured about 
the discrepancy.  She advised 
that it was her understanding 
that the photograph should be a 
representation of what was lost 
and not the actual item.  She then 
produced proof of purchase for  
the item.

There was also an additional issue 
regarding a GPS and from where 
it had been stolen as Ms. S’s son 
had advised that it had been stolen 
from his mother’s vehicle but that 
she had advised that it had been 
stolen from the house.  

The insurer repudiated the entire 
claim on the basis of fraud due 
to the photograph provided by 
the insured and the discrepancy 
in the versions of where the GPS 
had been stolen from.  The insurer 
relied on the forfeiture clause 
contained in the insurance policy 
pertaining to fraudulent claims.

Ombudsman’s Findings:

The Ombudsman resolved the 
issue of the GPS with evidence 

provided by the insured.  The 
insurer was also reminded 
that after a traumatizing event 
such as an armed robbery one 
couldn’t expect victims to always 
remember specific details such as 
where items were stolen from.  The 
insurer was also advised that Ms. 
S. was not attempting to claim for 
an X-Box which she did not have.  
She was able to provide proof of 
purchase at a later stage. This 
could therefore not be deemed 
fraud.  If however she had the 
intention to provide the photograph 
to the insurer as a representation 
of the actual stolen item that could 
amount to falsifying a document.  
The insured had however provided 
a reasonable explanation.

The insurer then raised the concern 
that the X-Box may not have been 
stolen as the owner could not 
provide proof of purchase for this 
item which had been photographed. 
The third party advised that the 
photographed X-Box had been 
purchased overseas and could 
not operate with South African 
released games. The insurer 
could easily have ascertained the 
facts surrounding the third party’s 
X-Box with a visit to the third party, 
which they had not conducted.  As 
there was no evidence of intention 
to defraud the insurer or that the 
claim was not in fact inflated, the 
Ombudsman recommended that 
the claim be settled in full which 
the insurer agreed to do so.
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MISREPRESENTING 
THE CIRCUMSTANCES 
OF THE LOSS TO YOUR 
INSURER
- FRAUDULENT MIS-
REPRESENTATION 
Santam Insurance

Mr. B. (insured) registered a 
claim with his insurer, Santam 
Insurance for the theft of a VW 
Golf motor vehicle. The insured 
had initially lied about how the 
loss had occurred, contending 
that the vehicle had been stolen 
from a shopping centre parking 
lot. The theft had allegedly been 
discovered when the insured 
returned from shopping.
However, during the validation 
of the claim the insured decided 
to be honest with his insurer and 
advised that the circumstances 
of the loss had in fact been 
completely different. The insured 
had also withdrawn the claim at 
the same time as he knew that the 
loss would not be covered. 

He advised that the loss of 
the vehicle had occurred on 
a completely different date 
(approximately eight months 
earlier) and that the insured had 
been involved in a transaction 
with another party were they sold 
vehicles to each other. The insured 
had received his newly purchased 
Toyota Fortuner from the third 
party. At the time of receiving his 
Fortuner, the insured had also 
handed over his old vehicle, a VW 

Golf. The third party had made an 
excuse why the insured could not 
be paid at the time and he managed 
to convince the insured to pay him 
R1500 for petrol for the vehicle. 
It was only later that the insured 
had realised what had happened 
and how he had been deceived 
resulting in him losing both his VW 
Golf and his money.

The insured had however kept his 
policy with the insurer despite the 
vehicle now having been disposed 
of. He then decided to lodge a 
claim for the theft of the vehicle 
allegedly at the shopping centre.
The insurer cancelled the policy 
from the date of the actual loss 
of the motor vehicle on the basis 
of the insured’s fraudulent claim. 
The insured’s premiums were 
refunded. Three more claims for 
losses suffered subsequent to the 
retroactive cancellation were also 
declined on the basis that there 
would not have been any policy in 
place at the time of losses.

Mr. B. argued that he had withdrawn 
the claim and that there could 
therefore not be any reliance on 
the fraudulent claim to cancel the  
policy. No fraud had been committed 
as he had come clean before the 
claim had been processed.

Ombudsman’s Findings:

The Ombudsman’s view was that 
the fraudulent misrepresentation 
did entitle the insurer to cancel  
the policy. 

The insurer was clearly not 
liable for the claim which had 
been withdrawn. The retroactive 
cancellation of the policy from 
the date of the fraudulent 
misrepresentation could also 
not be faulted. The claims for 
the losses which had occurred 
subsequent to the cancellation 
(albeit retroactively effected) 
meant that there would not have 
been any policy in place to cover 
the losses. The insurer would 
therefore be entitled to decline 
liability for those losses as well. 

A MATERIAL CHANGE 
IN RISK: DISCLOSE 
ALL INFORMATION TO 
YOUR INSURER 
ABSA Insurance

Mr. V. (insured) had previously 
been using his premises as a 
guesthouse but had stopped 
operating the guest home and had 
placed the premises on the market 
to sell.  Mr. V. advised his insurer, 
ABSA Insurance of this fact and 
that one of his employees would 
occupy the premises at night.  
The insurer endorsed the policy 
accordingly.  

A loss occurred and the insurer 
then discovered that an employee 
only occupied the insured’s 
premises on weeknights and not 
at the weekend.  This fact had 
not been disclosed to the insurer 
and the insurer declined liability 
for the loss stating that they 
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would not have accepted the risk 
had they been aware that the 
premises would only be occupied 
on week nights.  The insurer 
declined liability on the grounds 
that Mr. V. had not complied with 
the occupancy endorsement.  In 
addition, the insurer also relied 
on the fact that the policy had an 
alarm warranty and the premises 
did not have any compliant alarm 
system in place.

The insured argued that the insurer 
had been informed of the changes 
in risk and that they had been 
prepared to insure the premises 
and to accept the premiums until 
the loss occurred.  He further 
argued that the alarm warranty 
had been in place when he had 
previously sought contents cover, 
which had since been cancelled.  
According to him, the alarm 
warranty was not applicable to the 
building section of the policy.

Ombudsman’s Findings

Material change in risk, non-
disclosure, misrepresentation or 
non- compliance with the terms 
and conditions of the policy: 
occupancy of premises

The Ombudsman’s view was that 
the insurer’s declinature could not 
be faulted. While the insured had 
taken the trouble to disclose the 
change in circumstances and risk, 
they had not done so completely 
or accurately. Had the insurer been 
aware, they would not accepted the 

risk. The insurer would accordingly 
be entitled to decline liability.

Alarm warranty

It was also the Ombudsman’s view 
that while the warranty may have 
become part of the policy terms 
and conditions as presented by 
the insured, the warranty was 
never removed with the contents 
cover. The insurer had also not 
been informed that the alarm had 
been removed and was no longer 
in operation. This meant that the 
alarm warranty remained a term 
of the policy and that the insurer’s 
acceptance of the risk would have 
been on the basis of the alarm 
still being in place and being 
operational.  The removal of the 
alarm and/or the failure to advise 
the insurer of such a removal 
amounted to a material breach of 
the policy conditions. 

The insurer was therefore entitled 
to decline liability.

DRIVING UNDER THE 
INFLUENCE OF ALCOHOL
Auto & General Insurance

Mr. G. (insured) submitted a 
complaint against his insurer, Auto 
& General Insurance, for damages 
to his motor vehicle which arose 
out of a single vehicle accident. 

According to the insurer’s rejection 
letter the claim was rejected as the 
incident driver drove the vehicle 

whilst under the influence of alcohol, 
which is specifically excluded in 
terms of the policy wording.  

In their first response the insurer 
advised that the accident took 
place at approximately 23h30 
when the vehicle hit a pavement 
and crashed into a wall.  The 
insured advised that he lost 
control of the vehicle.  At claims 
stage the insured advised the 
insurer that prior to the loss he 
had attended a function where he 
had consumed one glass of wine.  
After leaving the function he had 
a nap and thereafter went out to 
purchase food which is when the 
loss happened.

The evidence that the insurer 
relied upon on was that of the tow 
truck driver and the SAPS arresting 
officer.  Both the tow truck driver 
and the arresting officer confirmed 
that they could smell alcohol on the 
insured’s breath and further stated 
that he could not talk properly and 
was uncooperative.  The arresting 
officer confirmed that the driver 
was arrested at the accident scene 
and taken to the hospital for blood 
to be drawn for testing. 

In his reply to the insurer’s 
response, Mr. G. disputed the 
evidence of the witnesses and, 
specifically, their credibility.  

Ombudsman’s Findings: 

The insured was advised that one 
of the limitations of the function 
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of OSTI is that it does not hold 
formal hearings or take witnesses’ 
evidence on oath as happens in 
a Court of law.   Where there are 
factual disputes, testing opposing 
version can only be done by oral 
evidence and that therefore the 
best forum in which this matter 
should be adjudicated upon was a 
Court of law.

The insured was charged for 
driving under the influence of 
alcohol. However, the insured had 
advised that the criminal charge 
had been struck off the roll and that 
he had therefore been acquitted 
on the charge of driving under the 
influence of alcohol.  Whilst no 
evidence was provided with regard 
to the outcome of the criminal 
matter or whether the results of 
the blood tests had been obtained, 
the insured was advised that the 
burden on the state in a criminal 
prosecution is to prove beyond a 
reasonable doubt that the accused 
was under the influence of alcohol.  
The insured’s claim against the 
insurer was a civil claim and the 
insurer needed only demonstrate 
on a balance of probabilities 
that the incident driver drove the 
vehicle whilst under the influence 
of alcohol.  This is done by taking 
all the available evidence into 
account.

The policy wording that the insurer 
relied on did not require blood or 
Breathalyzer test results in order 
to confirm the incident driver’s 
state of sobriety.  Having regard to 
the relevant provisions of the policy 

wording, the time at which the 
accident took place, the insured’s 
whereabouts prior to the accident, 
the manner in which the accident 
took place and the evidence of 
the witnesses, the insured was 
advised by the Ombudsman that 
he was in agreement that the 
insurer had shown, on a balance 
of probabilities, that the incident 
driver was under the influence of 
alcohol at the time of the loss and 
that this was material to the loss. 
The insurers repudiation of the 
claim was therefore upheld.

PROVIDING TRUE 
AND COMPLETE 
INFORMATION TO 
YOUR INSURER
DIAL Direct Insurance

Mr. W. (insured) submitted a 
complaint against his insurer, 
Dial Direct Insurance in respect 
of a vehicle hijacking incident. 
The insurer had rejected the 
claim on the basis that Mr. W.  did 
not provide true and complete 
information in respect of the 
sequence of events leading up to 
the incident.  The insurer in their 
response to the insured referred 
to the policy wording which stated: 
“Your obligation: (1) give us true 
and complete information”.

Mr. W. advised that he had been 
returning from his friend’s home, 
after watching sports on the 
television, in the early hours of 
the morning when a car stopped 

him and his vehicle was hijacked 
with him in it. The insurer found, 
during their investigation, that the 
insured had visited a pub prior to 
the incident. Mr. W. argued that he 
did not recall visiting the pub prior 
to the incident as the hijackers had 
drugged him. 

The insurer advised that there 
was a high level of deception with 
regard to the insured’s version of 
events specifically with regard 
to where he was prior to the loss 
which prejudiced their validation 
of the incident.  The insurer did not 
dispute that the vehicle had been 
stolen but argued that the insured 
had visited a pub prior to the loss, 
which he had not disclosed to the 
insurer.

Ombudsman’s Findings:

The Ombudsman pointed out to 
the insurer that in respect of the 
rejection on the basis of true and 
complete information the matter 
related to a hijacked vehicle, which 
incident the police had confirmed. 
The insurer could not persuade 
the office that it had suffered 
prejudice due to the insured not 
disclosing his visit to the pub.  The 
insurer was reminded that the loss 
in this regard related to a hijacked 
vehicle and whether the insured 
had disclosed his visit to the pub 
prior to the loss or not was not 
material to the claim. The insurer 
then agreed to settle the claim.
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CONSUMER TIPS:

CELEBRATING HUMAN RIGHTS DAY
In celebration of Human Rights Day 
and as part of our corporate social 
responsibility programme, staff 
members visited the Othandweni 
Family Care Centre in Soweto 
and presented the children with 
a meal and gifts. Othandweni 
offers residential care for abused, 
abandoned and neglected children. 

•   If you are planning to carry fare paying passengers 
in your vehicle, make sure that you advise your 
insurer at the inception of your insurance policy to 
avoid possible problems at claim stage.

•   Always make sure that your vehicle is locked 
before you walk away from it as many insurance 

policies require proof of violent and forcible entry 
into the vehicle for theft cover.

•   Never leave an accident scene unlawfully. If you 
do, it may result in your claim being repudiated by 
your insurer.

•   If you are involved in a motor vehicle accident and 
you are unable to drive your vehicle, do not give 
permission to any tow operator to tow your vehicle.  
Call your insurer’s emergency number first and 
make sure which towing company is authorized to 
tow your vehicle.  If not, you may be liable for the 
costs of towing and storage fees.

•   A mechanical warranty policy only covers certain 
parts of a motor vehicle and has a limit, as 
prescribed in the policy agreement.  Any costs of 
the covered parts which exceed the prescribed 
limit, will need to be paid for by you.

Did you know that about half of the complaints received by OSTI relate to 
motor claims? In this issue of the Ombudsman’s Briefcase we therefore 
focus on motor related insurance tips: 
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OSTI WELCOMES NEW STAFF MEMBERS

WHAT DOES THE OMBUDSMAN DO?
HOW CAN WE HELP YOU?

A warm welcome to Maralize 
Blignaut who is secretary 
to Assistant Ombudsman, 
Johan Janse van Rensburg 
and Jolene Prinsloo who 
is secretary to Assistant 
Ombudsman, Valerie Mngadi.  
Maralize joined OSTI on  
5 January 2015 and Jolene 
on 1 November 2014.  We 
wish them both many happy 
years at OSTI.

The Ombudsman for Short-Term Insurance (OSTI) 
resolves disputes between insurers and consumers.  
We are an independent organization appointed to 
serve the interests of the insuring public and the short-
term insurance industry. Our mission is to resolve 

short-term insurance complaints fairly, efficiently 
and impartially. We offer a free service to consumers 
whose claims have been rejected or partially accepted 
by their insurer.  We apply the law and the principles of 
fairness and equity.

Jolene Prinsloo Maralize Blignaut



9            THE  OMBUDSMAN  BRIEFCASE  NEWSLETTER

WHAT TO DO

WE ARE ON TWITTER

IF YOU HAVE A COMPLAINT?

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.

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
Fax: 011 7265501
Email: info@osti.co.za
Website: www.osti.co.za

       Follow us @Ombud4ShortTerm
Address:
Sunnyside Office Park, 5th Floor, Building D
32 Princess of Wales Terrace
Parktown, Johannesburg

We welcome your feedback and/or comments.C
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