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Features
The office of the Ombudsman was established to provide out-of-court
resolution of disputes between consumers and insurers – fairly, quickly and
informally.

Our services are rendered entirely free of charge to the consumer.

The out-of-court dispute resolution is effected through mediation,
conciliation or recommendation, failing which through rulings.

In rendering the services the Ombudsman acts independently and
objectively, and takes instructions from no one.

Rulings made by the Ombudsman are legally binding on insurers, but not
on complainants. Despite lodging a complaint with the Ombudsman a
complainant retains the right to go to court, even after a ruling is made.

It is not only the policyholder who has the right to lodge a complaint with
the Ombudsman, but also the life insured, a successor in title, a beneficiary,
or a premium payer.

The Ombudsman is not limited to an application of the law, but may make
rulings in favour of complainants on the basis of equity.
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Foreword
In his foreword to the 2006 Annual Report the Chairperson of the Ombudsman’s Council, Mr Justice
Gerald Friedman, made mention of three matters that marked the end of an era for the office.
Although they were matters that arose in 2006 and earlier, all three became pertinent in 2007, and
therefore justify further mention now.
The first is the departure of Mr Justice Peet Nienaber, whose term of office as Ombudsman ended
on 31 May 2007. He had a distinguished career as an academic, as a practising advocate, and as a
judge of the High Court where he later served in the Supreme Court of Appeal. After his retirement
from the bench he served as Ombudsman for four years, displaying his usual application and
industry, and earning considerable respect from the office, the industry and consumers. His presence
and contributions will be missed by all.
The second is that on 13 April 2007 Judge Friedman’s time also came to an end. He had been a
member of the Ombudsman’s Council from the time of its establishment in 1999, for all of that time
as its Chairperson. His objective and sensible handling of all problems facing the Council were
features of his chairmanship, not to speak of the tact and friendliness he always displayed. Having
had the benefit of serving on the Council for all of those years under him, I can safely say that his
shoes will not be easy to fill.
The third matter is something that arose after the acceptance, in October 2006, of the application
by the Ombudsman for formal recognition of the office in terms of the Financial Services Ombud
Schemes Act of 2004 (“the FSOS Act”). Judge Friedman pointed out that with such recognition (the
Act does not call it registration) the FSOS Council acquired executive authority to monitor
compliance by the office with the provisions of the Act, and commented that it remained to be seen
how that power would converge with that of the Ombudsman’s own Council.
A matter later arose that my Council deliberated on with a great sense of urgency. The FSOS Council
recommended that the confidentiality provision in clause 1.2.5 of the Rules of the Ombudsman’s
office be reviewed, the purpose being to achieve what it believed would be a more transparent
process that would help foster consumer confidence in the industry. The effect of doing away with
confidentiality would clear the way for the office to publish all determinations (rulings) it makes
against insurers, with a disclosure in each case of the identity of the insurer concerned.
As has been the case for all the years, the Ombudsman’s Council is made up of responsible and
respected professionals, all of whom have made their mark in their chosen fields. As such they are
alert to and take account of the interests of all South African consumers. Against that background
the members of the Council had always recognised that the matter of confidentiality involves
advantages and disadvantages of substance on both sides, and that as such the opposing views are
delicately balanced. At the first of its bi-annual meetings on 13 April 2007 the Council considered
both the advantages and disadvantages, weighed the benefits of confidentiality against the need for
transparency, and decided not to do away with confidentiality.

The FSOS Council thereafter urged the Ombudsman’s Council to reconsider the matter, and for two
reasons it was willing to do so. The first, as I have already pointed out, was that the opposing views
are so delicately balanced. The other was that the annual international conference of ombudsman
organisations (dealt with on page 14 of this report) was due to be held in London on 27 and
28 September 2007, where at the instance of the office the matter of confidentiality was on the
agenda for debate. My Council stood thereby to gain the benefit, for the purpose of the
reconsideration, of the views of many directly involved ombudsman organisations the world over. In
due course the Ombudsman reported that at the London conference it had become evident, despite
the views expressed by the various delegates not being unanimous, that the general mood
internationally is for the promotion of greater transparency.
The Ombudsman’s Council reconsidered the matter at its next meeting on 26 October 2007, coming
to the prima facie conclusion that the Rules be amended to do away with confidentiality and to
accommodate the publication of rulings against insurers. It came to this conclusion essentially
because of what the London debate had disclosed, and partly also because it would be in line with
all but one of the other South African ombud schemes. The Council decided, however, that a final
decision be taken only after interested parties, in particular subscribing members and relevant
consumer organisations, be invited to comment. We are awaiting responses from these parties, after
which a final decision will be taken in 2008.

Dawn Mokhobo
Chairperson of the Ombudsman’s Council
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Of its various reasons for this decision there is one that deserves mention. It is that a substantial
proportion of cases that are resolved in favour of complainants derives from settlements that the
office mediates between them and the insurers concerned. In my Council’s view, keeping the
negotiations confidential promotes an atmosphere which facilitates the reaching of win-win
settlements, because without it insurers would be less inclined to make frank disclosures and
concessions to the Ombudsman’s office. This is one of the reasons why the office has achieved its
favourable success rate for complainants, and experience has demonstrated, certainly in the office’s
case, that it is generally prudent not to interfere with a system that has worked well for many years.
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Foreword
At the outset I would firstly like to welcome Judge Brian Galgut to the Ombudsman’s office. It has
already become evident that under his direction the office will continue in its quest for objectivity
and fairness which has become a hallmark of the organisation. I should like secondly to thank Judge
Friedman and Judge Nienaber for the services they rendered until their retirement, and I heartily
endorse the tributes paid to them by Dawn Mokhobo in her foreword and by Judge Galgut in his
report.
The Ombudsman’s office fulfills a vital role in the relationship between the life companies concerned
and their customers, and ensures that consumers have cost-free recourse if they feel that they are
being unfairly treated by a life company.
By agreement between the Ombudsman and the life companies, rulings made by the Ombudsman’s
office become binding on them. This is an important safeguard for customers of life companies and
helps ensure their peace of mind.
I gave feedback at the last meeting of the Council, which I attended in my capacity as chairperson
of the Ombudsman’s Committee, that it is testimony to the fairness and objectivity of the
Ombudsman’s office that notwithstanding the fact that 44% of cases are closed wholly or partially
in favour of the customer, the members of the Committee all confirmed their confidence in the
professionalism and high standard of the office.
The Committee is made up of senior representatives of life offices who subscribe to the
Ombudsman’s voluntary scheme, and the Chief Executive of the Life Offices’ Association (the
“LOA”). Approximately 97% of all registered insurers based on asset value subscribe to the scheme,
which ensures that complaints by virtually all customers can be dealt with by the Ombudsman’s
office.
The Committee meetings take place twice a year, a day or so before the Ombudsman’s Council
meetings. This enables the subscribing members to give the Council feedback on the insurance
industry and their interaction with the office.
Members of the Committee and members of the scheme are listed at the end of this Annual Report.
Any subscribing member is entitled to have a representative on the Committee, which ensures that
all members can contribute to the Committee’s deliberations if they so desire.
During 2007 there has been a 15% reduction in the number of complaints to the office which
hopefully means that more customers than before are being satisfied by the life companies and do
not need the assistance of the Ombudsman. This trend will be closely monitored as there is also a
correlation between equity market performance and complaints received.
Finally I would like to thank Judge Brian Galgut and the team in the Ombudsman’s office, not only
for the fairness and impartiality which is a characteristic of the office, but also for its excellent
relationship with the subscribing members which is in no small measure due to their courtesy and
willing availability.

Alan Woolfson
Chairperson of the Ombudsman’s Committee

Complaints received:

7 923

(page 16)

Full cases finalised:

4 700

(page 18)

Percentage of cases resolved wholly or partially
in favour of complainants:

44%

(page 20)

Percentage of cases finalised within six months:

83%

(page 7)

Average number of cases finalised per week per
assessor/adjudicator:

8.2

(page 24)

Number of compensatory awards made:

135

Actual expenses for 2007:

Cost per standard case:

Number of staff members:

R8 782 000

(page 22)

R1 560

(page 24)

26

(page 41)
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Ombudsman
Ombudsman’s Council
During 2007 the Council saw two changes to
its composition. Its chairperson, Judge Gerald
Friedman, and Mashudu Munyai, who as the
representative of the Financial Services Board
was a member ex officio, both retired with
effect from 13 April. Judge Friedman was
replaced by Dawn Mokhobo as chairperson.
Judge Friedman had been the chairperson of
the Council since its inception in 1999, and by
his calm, sensible and engaging approach won
the respect of the Council members and the
staff. His absence will be the office’s loss.
Dawn Mokhobo has also been a Council
member since its inception, for some years as
vice chairperson, and as its new chairperson
she therefore already has a comprehensive
knowledge of the office and its functions. As a
successful director of companies, and with her
personable traits, she will be a popular
incumbent of the chair. The office welcomes
her.

Judge Peet Nienaber
After occupying the post of Ombudsman for
four years Judge Nienaber retired on 31 May
2007. His contribution was immeasurable. In
his time he acquired a comprehensive

knowledge of the industry and its products,
and in fulfilling his daily duties he paid tireless
attention to detail. He wrote prolifically, with
typical clarity, on various subjects of importance
to the industry and the office. It comes as no
surprise that he won the respect of both the
industry and the office. His will be a hard act to
follow.

Staff
The office started the year with a total staff
complement of 28, made up of the
Ombudsman, his Deputy, eight Assistant
Ombudsmen (“adjudicators”), four Complaints
Assessors (“assessors”), a Finance and
Operations Officer and his assistant, and twelve
members of the support staff. One adjudicator
and one member of the support staff resigned
during the year (which was the first time in five
years that an adjudicator had resigned).
Because of this the year ended with a total
complement of only 26, of which five are
employed part-time. What further depleted the
staff, fortunately only temporarily, was that two
of the adjudicators were away on sick leave,
each for a period of some two months.
Another adjudicator resigned with effect from
31 December 2007, so that 2008 started with
a staff complement of 25.

For some years the total number of complaints
received by the office had increased steadily
each year. During the second half of 2006,
however, there was a marked decrease to a
level which then remained steady during 2007.
So it was that whereas the total number of
complaints received in 2006 had been 9 234, in
2007 it was 7 923.
Increases or decreases in the workload, if
substantial and not merely temporary, may of

course eventually dictate changes in the size of
the staff, which would obviously be of concern.
The decrease was therefore carefully monitored
during 2007, and because the reduced
numbers remained where they were it was
decided to postpone until 2008 the decision
about whether replacements for those who
resigned would be appointed.

Finalisation period

2006

2007

Finalised within 30 days

14%

23%

The reasons for the decrease in the number of
cases received are dealt with under Statistics
(at page 16).

Finalised between
31 and 60 days

23%

26%

Complaints received per province/
Population statistics per province

Finalised between
61 and 90 days

16%

15%

Finalised between
91 and 180 days

25%

19%

Finalised between
181 and 365 days

2007
Northern Cape

North West

4%
2%

4%
7%

7%

Mpumalanga

15%

7%

11%

15%

Western Cape

Finalised after 365 days

7%

10%

6%
28%

Gauteng

20%

19%

KwaZulu-Natal

21%

12%

Eastern Cape

14%

8%

Free State

Limpopo

6%

Complaints received
Pop. stats

3%
11%
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Reduction in work flow
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Report of the Ombudsman (continued)
Consumer awareness initiatives
Making consumers aware of the existence of
the office, its various functions and how to
utilise them has always been a priority. In this
respect large strides have been made in the
past by causing insurers to disclose the office’s
contact details to every policyholder on the
issuing of a policy, and through the publication
and distribution of the Annual Report and the
accompanying press releases and media
coverage.
Over the years, however, many things have
changed in the industry, its policyholder base,
and how policyholders complain.
A large proportion of policyholders do not read
the fine print of their policies and other
documents, and often do not have access to
the press and media coverage associated
with the financial services industry. It has
become apparent that the majority of
our complainants are now from previously
disadvantaged backgrounds, with a large
proportion living in the rural areas and
townships.
With this in mind we have reviewed and
enhanced all consumer awareness activities. A
major lesson for us was that the market we are
trying to reach is less receptive to mass media

campaigns than face-to-face contact, at most
taking in small groups at a time. We also
focused on reaching advice offices because
many complaints are submitted to our office
through
help
from
such
consumer
organisations. And it is in these areas that our
activities have evolved, especially during 2007.
(Details of what initiatives the office undertook
during the year appear at page 10).
It is worth commenting on a few of the
important aspects of our initiatives.
• The centralised helpline (see page 14) has
tremendous potential to assist prospective
complainants in directing their complaints
to the correct office. The cost of this
service is borne, however, by only three
participants, being the office, the
Ombudsman for Banking Services and the
Credit Information Ombud. The other three
alternative dispute resolution offices, being
the FAIS Ombud, the PFA and the
Ombudsman for Short-term Insurance, have
not joined the initiative, even though they
benefit indirectly when calls from
complainants intended for their offices are
re-directed to them. It is a low cost
operation, and is able to handle all the main
languages in South Africa. The daily volume
of calls received by the helpline has
increased on average from 15 at inception
to currently 175.

• Surveys are always done at these activities,
to give an indication of the number of
people that have policies, the types of
policies they have, and whether they are
aware of the existence of the office.
• While the small group visual approach is
very effective, and while the surveys show a
need for this, the scale of coverage needed
to do this nationally is immense and exceeds
the capacity of any one office.
• In 2007 we doubled the amount spent on
consumer awareness during 2006, and the
2008 budget caters for double the amount
spent in 2007.
• During the year we appointed an outside
consultancy, Olive 8, to assist us in reaching
this part of our target audience, and also to
handle cost effectively the northern areas of
the country. Olive 8 are experienced in the
promotion of alternative dispute resolution
activities and their presence has enabled us
to share in joint campaigns with other
financial ombudsman services.

Regarding the future:
• More needs to be done in-house at
subscribing member’s offices, branches and
helplines, by giving them information and
encouraging them to advise their
policyholders of the existence of the office.
• At our request the LOA Code of Good
Practice on Complaints Resolution now
recommends
that
insurers
advise
policyholders who have been unsuccessful
in their initial complaints of our details and
service.
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• We have found that the presence of our
own staff is helpful in addressing small
groups at advice centres or shopping malls,
because they handle language and cultural
diversity, have the necessary knowledge and
expertise, etc. To this end 18 of our staff
complement of 26 shared in consumer
awareness activities over the year.
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Report of the Ombudsman (continued)
2007 Details of the Initiatives
Joint activities
January – Establishment of a centralised
helpline.
January – Distribution of posters
containing helpline details to advice offices
country wide

Newspaper coverage and pamphlet
distribution
April – Press release in Johannesburg and
Cape Town
September – Community Newspapers,
Western Cape – cases written up

Radio and TV appearances
April – TV programme – Rights and
Recourse
August to November – Monthly slot
Zibonele Radio live
September – Cape Talk Radio live interview
October – Live TV interview
– Brian Hirsch Show
November – Bush Radio live interview

October – Pamphlet distribution at main
transport concourse – Cape Town

Shopping Centre information stands
Advice offices
March – Visit and presentation to Eastern
Cape advice offices
April – Talk and workshop arranged for
Umtata advice offices
September – Stand for 4 days at Soweto
festival

April – Stand at Durban Gateway
Exposition
November – Table at Promenade
Shopping Centre, Mitchells Plain
November – Stand at Khayelitsha
Shopping Centre

September – Talk and workshop at
Kimberley and Vryburg advice offices

Other

October – Presentation at Rustenburg
advice offices

November – Talk at Funeral Administrators
Board (FAB) presentations

November – Stand at Klerksdorp
Consumer Protection initiative

November – In-house Metropolitan TV

In terms of section 8(1)(d) of the Act the FSOS
Council bears the task of developing and
promoting best practices for complaint
resolution by the recognised voluntary
schemes. It recommended to the Ombudsman’s
Council that the office’s Rules be amended by
deletion of the confidentiality provision in
clause 1.2.5 thereof, the effect of which, as it
presently reads, prohibits the office from
publicising the identities either of insurers or
consumers.
It will be seen from Dawn Mokhobo’s foreword
that the Ombudsman’s Council is giving
favourable
consideration
to
the
recommendation. The ultimate purpose of the
suggested amendment is to enable the office,
when publicising cases in which rulings are
made against insurers, to disclose in each case
the identity of the insurer concerned.
On behalf of the Council I have for this purpose
been gathering the views of subscribing
members and relevant consumer organisations.
More than half have by now responded, and all
but two of the insurers support doing away
with confidentiality, and agree that the
identities of complainants must remain

confidential. It would therefore seem that the
Council will resolve to amend Rule 1.2.5
accordingly.
An area in which the FSOS Council will
hopefully make its presence felt arises from a
report by FinMark Trust which deals with
consumer recourse in South Africa.

FinMark Trust – Report on
landscape for consumer recourse in
the financial services sector of
South Africa
All aspects of consumer recourse, a matter that
justifiably enjoys ever more attention, were
taken up in 2007 by FinMark Trust, an
organisation well known for its interest “in
making financial markets work for the poor”. It
stated that for financial markets to work well
consumers should be enabled to make
informed choices about products and services
and to have proper recourse when disputes
arise. It emphasised furthermore that these
matters are particularly important in South
Africa, where financial access for low-income
consumers is now on the increase; many such
consumers are financially less literate and less
able to assert their rights because the cost of
seeking recourse will be beyond their reach.
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The Financial Services Ombud
Schemes Act, No. 37 of 2004
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Report of the Ombudsman (continued)
FinMark Trust commissioned ECIAfrica to
research the matter and report thereon, and in
due course a Draft Report was issued in August
2007. It dealt comprehensively with the various
problems concerned.
In what follows I deal, because of its
importance, with only one aspect, being
alternative dispute resolution. In that regard the
Report furnished the following brief summary
of the particular challenges faced:
• The lack of knowledge or awareness about
the existence of the Ombudsman’s offices or
about which to use for a specific complaint.
• Confusion and complexities surrounding the
grey areas in the jurisdictional boundaries of
the various ombudsman schemes.
• A need for greater co-ordination between
both the statutory and recognised voluntary
ombudsman schemes.

Single Ombudsman office?
In the above regards one of the various matters
the Report considered was the suggestion, once
again raised during 2007, that in the financial
services sector all out-of-court dispute resolution
be undertaken by a single Ombudsman office, in
other words that existing offices be combined
into a single scheme.

The main reason put up by proponents of the
suggestion is that in the present situation
consumers are confused about which office to
approach for relief, in particular because they
do not understand what the jurisdiction is of
each of the existing schemes.
In this regard the Report considered whether
the status quo should be maintained, whereby
the six independent schemes continue
operating as such, or whether it should be
changed to accord with any one of three
overseas schemes (the Australian, the UK and
the Malaysian models). Submissions were
invited, which the office duly furnished. In
due course a Final Report was released
in
September
2007,
wherein
the
recommendation was that the status quo be
maintained. The Report stated in this regard:
“Based on unpacking the pros and cons of
each option, ECI initially recommended
serious consideration of the establishment
of a super ombud for financial services. This
is particularly true given the nature of the
landscape – consisting of both voluntary
and statutory ombuds.
However, after
consultation, it
ombud would
recognising the

greater consideration and
is our view that a super
be destructive by not
positive role played by the

The Report also made the point that
maintaining the status quo had the advantages
that:
• The FSOS Council could, to meet the
problem arising from confusion about
jurisdiction, market a “single entry point”.
• The existing voluntary schemes would retain
their flexibility and the relationship each has
with the industry concerned.
• There would be minimal upheaval (and of
course a massive saving in cost).

The office endorses the recommendation and
these views. What had also been of concern to
it was that, because a single scheme would
presumably not be based in Cape Town, the
benefits that the office is able to furnish would
become lost. The adjudicating staff have all
been with the office for some years and have
by now built up considerable experience in the
industry and the law. They will not be able or
prepared to pull up their roots to live
elsewhere. A new set of adjudicating staff
would have to be employed in the single office
who will take years to acquire the same level of
expertise.
The concern about avoiding confusion
amongst consumers regarding the jurisdiction
of the various schemes can in any event be
suitably met, while maintaining the status quo,
by other means.
One is that a single entry point as proposed in
the Final Report can be caused by the FSOS
Council to be put in place. Suitably trained staff
can thereby be employed to receive telephone
calls at a central number, and to direct the
complaint concerned to the scheme which has
jurisdiction. Because the single entry point
would be of general application, consumers
could far more easily be made aware, by such
means as the FSOS Council may deem fit, of
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existing schemes, despite the problems in
the landscape. The risk of establishing a
super ombud also relates to the likelihood
of the super ombud taking on the
characteristics of a statutory ombud. Clearly,
these risks are not entirely desirable,
particularly in a marketplace that requires
greater accessibility and therefore less
formality and greater flexibility. It is
therefore ECI’s considered opinion that the
FSOS Council should start playing a more
active and stronger role in the landscape to
address the problems identified in this
report. The FSOS Council is still young and it
is our view that it can mature into a
powerful body that can bring about much
needed transformation in this landscape.”
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Report of the Ombudsman (continued)
the existence and telephone number of the
entry point.
At the beginning of 2007 a centralised helpline
was established for the very purpose of
receiving calls and directing them to the
relevant scheme, and it is shared by the office,
the Ombudsman for Banking Services and the
Credit Information Ombud. It is unfortunate
that the remaining ombudsman schemes have
declined to join the helpline, because that
would otherwise have gone some way to
achieving what is proposed above.

International Ombudsman’s
Conference
For some years the Ombudsman and his
Deputy have attended an annual international
conference of financial ombudsmen. The first
of these, held at Sun City, was the brainchild of
the then Ombudsman for Banking Services,
Neville Melville. Thereafter the conferences
were held in a different country each year. The
2007 conference, attended by 129 delegates
from 32 countries, was held in London on
27 and 28 September, and was as enjoyable as
it was instructive. Topics and the debates on
them, which were wide-ranging and
interesting, are posted on the website
www.info2007.org.

Experience has shown, and the debates at the
conference
confirmed,
that
problems
encountered in the office are common to all
ombudsman schemes. Delegates are therefore
able to see what ombudsmen in other
countries do, what their processes are, what
advantages and disadvantages arise as a result,
and how problems in their offices are sought to
be solved. For this reason attendance at the
conference is a valuable and necessary
experience.
Until now there has been no formal
organisation behind the conferences. On
26 September, however, the day before the
2007 conference commenced, a meeting of the
founding participants, of which this office was
one, was held with a view to establishing a
formal association. It is to be called INFO, an
acronym for International Network of Financial
Services Ombudsman Schemes. The meeting
resolved to draft a constitution, which will
provide for INFO membership, on application
and by subscription, of ombudsman schemes
the world over. INFO will be in place before the
2008 conference, and it will from then on be
INFO that arranges the annual conference. In
addition, however, INFO will provide its
members with other facilities such as a network
communiqué and a website. All of these will

Case reports
A number of our case reports, or model cases
as they are sometimes called, have featured in
a separate chapter in our Annual Reports from
the time of the office’s inception in 1985. After
receiving the opinions of people who see the
Annual Report from different perspectives, I
have decided, with some hesitation, not to
include a chapter on them this year. Where a
given case is relevant to a specific topic, it is
instead dealt with under that topic. I recognise
that many people find the case reports
interesting, and would like to see more, but
they are posted on our website at
www.ombud.co.za, and recorded in our
regular newsletters. The views of the readers of
the Annual Report will be pulsed, however, and
if the absence of a chapter of case reports
evokes a sufficient reaction we will reinstate it
next year.

The office
The year produced, as usual, its own share of
matters of interest and concern. Apart from
those that I have dealt with in this section, the
others are separately debated later, under the
headings General and Trends.

Tribute to staff
Finally, I would like to record my sincere
appreciation to my staff for their contributions
during the year. Special thanks must go to my
Deputy, Jennifer Preiss, and the office’s Finance
and Operations Officer, Ian Middup, for their
unstinting help and advice. The members of the
whole team, however, both adjudicating and
support staff, have proved their ability to fulfil
all duties effectively, and they go about their
task in good spirits. It has all helped to make
my task easier, and I am grateful to them.

B Galgut
Ombudsman for Long-term Insurance
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help promote co-operation between members,
mutual assistance, and the exchange of
technical information, and will create a
workable system by which areas of interest and
concern can be discussed. As a member the
office will derive all of the benefits concerned.
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Statistics
Complaints received
Predicting with accuracy the volumes of
complaints expected to be received has always
been difficult, and the office has tried to ensure
when planning that it has the flexibility to
respond to an increase or decrease in volumes.
A slowdown in complaints was anticipated for
the last two years, and in 2007 a decrease of
some 15% in complaints received was
experienced, breaking the seven-year trend of
increasing volumes.

The decrease was fairly evenly spread over the
main categories of complaints, with full cases
falling by 13%, out-of-scope complaints falling
by 14% and, while transfers to insurers
decreased by 28%, there was a corresponding
increase in cases revisited from these insurers.

Complaints received

Analysis of complaints received

2000 to 2007

2006 to 2007

2007

7 923

876

222
2 331

2006

9 234

2007

4 494
2005

8 945

2004

303

8 010

2003

7 613

1 219
2 711

2006

5 001
2002

2001

2000

6 835

5 257

4 210

Mini cases
Full cases

Out of scope
Transfer to insurer

• Market performance – more than any other
category, complaints concerning maturity
values, policy performance and surrender
values have shown the steepest decline. This
is understandable when one takes into
account that while the local equity market
was basically flat for the five years
beginning in 1998, it has increased fourfold
since the middle of 2003.
• The FAIS Ombudsman – the introduction
of his jurisdiction over complaints relating to
advice given from 1 October 2004.
• Misselling complaints – a combination of
the above two points has led to a decrease
in this area.
• Transfers to insurers – with the two internal
arbitrators at Old Mutual and Sanlam now
well established and their existence being
better known to their policyholders, fewer
first instance complaints are directed to the
office.

• Fewer complaints received at subscribers’
offices – it appears that the industry as a
whole is receiving fewer complaints about
its products and services. Again, a most
welcome trend, and possibly a result of the
greater transparency available in the newer
generation products.
• Finally – there is reason to believe that many
insurers have boosted their complaints
handling staff and streamlined their
procedures, so that more complaints are
being satisfactorily handled at source,
exactly where they should be.

Out-of-scope complaints
These complaints are categorised as such for a
variety of reasons, mainly inadequate
information supplied, complaints that should
have been directed to the insurer in the first
place, complaints unconnected with life
insurance products (e.g. unit trusts, cell phone
contracts), and complaints falling within the
jurisdiction of other ombudsmen.
It is pleasing to note that these complaints have
also declined by 14%, and comprise about
28% of our complaints received volumes. This
percentage is low by South African standards,
and even in countries where there is a
combined ombudsman for financial services
approximately 25% of complaints received are
out-of-scope.
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The lower number of complaints received for
2007 appears to be a combination of factors,
many of which have been developing over a
number of years:
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Statistics (continued)

Full cases received and
Full cases finalised
2000 to 2007
4 494
4 700

2007

2006

5 001
5 519

2005

5 429
5 470
5 026
4 853

2004

4 502
4 730

2003

4 354
3 642

2002

2001

3 509
3 203

2000

2 892
3 404
Received

Finalised

Cases finalised
Cases finalised embrace only the full cases
finalised by the office, and exclude mini-cases,
out-of-scope complaints and complaints that
are transferred to insurers.
Over the past three years the office has
managed to finalise more full cases than it
received, with the result that the work on hand
is currently at a more manageable level than in
previous years.
The upward trend in cases finalised since 2001
was also interrupted during the year, largely as
a result of one adjudicator leaving, extended
absence of two adjudicators due to illness, and
the suspension of 384 cost cases (see page 29).

Standard and non-standard cases
On finalisation full cases are categorised as
standard or non-standard. Standard cases form
the bulk of the office’s output, and determine
the office’s cost per case (page 23).
Non-standard cases can either be classified as
complicated or incompetent and these are both
charged at double the rate of a standard case.
Complicated cases reflect the complexity of a
case, whereas incompetent cases come about
when an insurer’s response has been tardy or
inadequate.
While year on year the number of complicated
cases has remained stable at about 9.7%,
incompetent cases have increased from 8% to

Complicated complaints
The complaints classified as complicated (9.7%
of complaints) are those that take a long time
to resolve or where the issues are complex and
require consideration at an adjudicators’
meeting. For example we finalised 390
disability complaints in 2007, of which 102
(26%) were categorised as complicated. The
reasons are essentially the following:

Cases finalised as standard,
complicated and incompetent
2006 to 2007

454

492

2007

3 754

537
2006

431

4 551

• the definitions of “disability” are often not
easy to apply;
• medical reports take time to be drawn and
we often receive differing medical opinions;
• the marketing of disability policies can also
create expectations which are not realistic.
The disability claims which take the longest are
the ones which fall into the grey area where it
is not easy to determine whether an insured
satisfies the definition of “disability” in the
policy.
It is therefore not surprising that disability
matters make out a disproportionately high
percentage of the complaints which are
classified as complicated.

Standard

Complicated

Incompetent
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10% of cases finalised. This trend is particularly
disappointing as it appeared that the number
of incompetent cases had been declining from
a high of 2006. Again, effort has been taken to
ensure that the complaints handling units of
those insurers reply timeously and adequately.
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Statistics (continued)
Comment
Nature of complaints
In the past year the nature of complaints has
produced no surprises, the proportions of the
various kinds remaining much the same as in
2006. The biggest categories remain claims
declined
(43%
of
complaints)
and
administrative problems (26%). Dissatisfaction
with policy performance has again declined
(to 7%) as is to be expected when markets
perform well.

We also dealt with fewer misselling complaints,
mainly because more of them now fall within
the jurisdiction of the FAIS Ombud, but also
due to the improved performance of the
markets. Policyholders are less likely to question
the appropriateness of a product when it
performs well.
Many of the misselling complaints in the past
few years have been by policyholders who
purchased investment policies with offshore
exposure at a time when the Rand was at its

Statistical summary of full cases finalised
LIFE
W/P* 2007

DISABILITY
W/P*
2007

W/P*

2006

W/P*

Poor communications/documents or
information not supplied/poor service 1 302

61%

1 228

58%

16

50%

8

50%

Claims declined (policy terms or
conditions not recognised or met)

1 720

43%

1 571

40%

363

32%

337

29%

Claims declined (non-disclosure)

106

32%

103

30%

39

36%

33

45%

Dissatisfaction with policy performance
and maturity values
595

18%

317

22%

1

100%

1

0%

Dissatisfaction with surrender or
paid-up values

195

36%

144

38%

2

50%

1

0%

Misselling

568

54%

383

56%

2

0%

5

0%

Lapsing

121

42%

119

34%

0

0%

2

0%

Miscellaneous

289

44%

301

41%

15

53%

4

0%

4 896

46%

4 166

45%

438

34%

391

30%

NATURE OF COMPLAINT

Total

2006

* Resolved wholly or partially in favour of complainants.

HEALTH
W/P*
2007

W/P*

10

30%

15

160

36%

5

W/P
The office’s 2007 W/P figure, which represents
the percentage of cases resolved wholly or
partially in favour of complainants, remained
the same as in 2006 at 44%. There are no
significant differences between the two years
as far as the different categories of complaints
are concerned, and there were no new trends
that could be identified.

2006

TOTALS
W/P*
2007

W/P*

% TO TOTAL
2006 2007

67%

1 328

60%

1 251

58%

24%

26%

116

41%

2 243

41%

2 024

38%

41%

43%

60%

3

0%

150

34%

139

33%

3%

3%

0

0%

0

0%

596

18%

318

22%

11%

7%

0

0%

2

0%

197

37%

147

37%

3%

3%

5

20%

3

67%

575

54%

391

56%

10%

8%

0

0%

1

0%

121

42%

122

33%

2%

3%

5

80%

3

33%

309

45%

308

41%

6%

7%

185

37%

143

43%

5 519

44%

4 700

44%

2006

100% 100%

Ombudsman annual report 2007

weakest in relation to other currencies.
The subsequent strengthening of the Rand
coupled with poor performing markets in
Europe and the USA had a detrimental effect
on the eventual Rand maturity values of these
policies. Most of these policies with 5-year
terms have already matured, so that we are
receiving fewer complaints about them. In due
course the office expects these complaints to
disappear.
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Financials
Budget 2007 and actual
expenditure 2007
One of the ideas behind alternative dispute
resolution offices is that they need to be cost
effective compared to legal proceedings. While
services to complainants are free, it is important
that value is obtained for the funding body,
whether policyholders, the industry or
taxpayers.
The method of budgeting and funding was
explained in some detail in last year’s Annual
Report. In summary, the budget for a current
year, calculated on the basis of workload
forecasts and likely costs, is finalised in October
of the previous year. The funding for a current
year is then obtained in advance from the
industry, based largely on the use made of the
office by each subscriber in the previous year.
At the end of a year a reconciliation is done to
adjust the forecast funding for each subscriber
to the actual expense recovery required.
During October 2006 the budget for the year
2007 was approved at R9 290 000, which was
based on 9 243 cases received, being the

estimate for 2006. It also assumed that there
would be no increase. It should be stressed that
over 80% of the budget comprises salaries and
office rental that are largely fixed in the short
term.
It became apparent in the first quarter of 2007
that the reduction in volumes that started
approximately in October 2006 was likely to
continue, and steps were immediately taken to
review all cost elements and to target savings
on budget of about R500 000. In this respect
the office was successful largely as a result of:
• an adjudicator and a secretary leaving early
in the year and not needing replacement;
• the interest rate increases during the year
resulting in additional interest received; and
• across the board savings on overhead
expense items.

Summary of expenses 2005 – 2007
2005
2005
2006
2006
% of
R000’s
% of
R000’s
Total
Total
Salaries
Rental
Other overheads

70
7
23

5 221
521
1 760

73
7
20

5 974
611
1 634

2007
% of
Total

2007
R000’s

73
8
19

6 439
723
1 620

TOTAL

7 502

8 219

8 782

Budget
Staff numbers

7 506
26

8 221
28

9 289
26

In previous Annual Reports we have referred to
our cost per case and its trend over the years. It
is also worth outlining another financial
measure, the unit cost.

Cost per case
The cost per case is the amount charged to
subscribers per standard case.
The cost per standard case is the traditional
measure used to recover the total expenses
incurred by the office from the subscribing
members. The office funding is a combination
of a three-tier annual levy, fixed charges such as
mini cases and transfers, and a flexible cost for
standard and non-standard cases. The logic
behind this funding structure is that the
subscribing members making most use of the
office will pay accordingly, at the same time
taking account of cases that are either
complicated or incompetent.
The cost per case calculation is the total cost of
the office for any given period, less the levy
charge and the fixed charges, divided by the
cases received in that period. A rough
breakdown would show that the levy makes up
4% of the total recovery, fixed charges 7%,
non-standard cases 21% and standard cases

68%. It is important to bear in mind that the
calculation uses cases received during the
period, but to get a true measure of the
effectiveness of the office it needs to be used in
conjunction with the productivity and case
duration statistics.

Unit cost
The unit cost, a much simpler calculation, is
universally used to measure the cost of each
case finalised during any given period.
It is calculated by dividing the total cost of the
office by the full cases finalised in that period.
It is true that this measure takes no account of
the chargeable items like mini cases and
transfers, and non-chargeable items like
out-of-scope

cases.

It

also

does

not

differentiate between the complexity of cases.
It should be accepted, however, that many of
these items are absorbed as normal business
activities.
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Cost per case versus unit cost
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Financials (continued)
The following table outlines the history over the
last four years.

Cost per case and unit cost
R1 560

The increases in both measures for 2007 were
largely as a result of:

2007

R1 842

• the 14% drop in cases received, negating
any benefit that could have been derived
from economies of scale; and

R1 249
2006

R1 489

• a high fixed cost element – even a saving of
R500 000 against budget did not enable the
office to achieve its forecast cost per case.

R1 110
2005

R1 371

R1 120
2004

Productivity

R1 410

Cost per case

Unit cost

2006
Opening work in progress
New full cases
Full cases finalised
Closing work in progress
Average cases finalised
per week per
adjudicator/assessor

2
5
5
1

072
001
519
554

8.8

2007
1
4
4
1

554
494
700
348

8.2

Appeals
Only two appeals were finalised during 2007.
In one the complainant, who was the
appellant, succeeded. In the other, in which the
insurer was the appellant, an unusual situation
developed. After the appeal was argued, but
before it was finalised, the insurer withdrew the
appeal. This gave rise to a question about who
is liable for the costs, being the fee of the judge
sitting as the Appeal Tribunal. All Rule 6.9
provides, in the case of an appeal by an insurer,
is that such cost will be borne by the insurer if
it is substantially unsuccessful, but by the office
if it is substantially successful. The test is
therefore objective, neither the Appeal Tribunal
nor the Ombudsman having the power to rule
on the costs. The office is presently negotiating
with the insurer for the purpose of settling the
question. Short of a settlement, however, the
only solution, despite the fact that the appeal
has been withdrawn, will be to require that it
be completed for the sole purpose of
discovering whether it is substantially successful
or not.

Equity
Legal rulings not always fair
As with any legal system, an application of the
law can sometimes lead to unjust results.
Insurance contracts are no exception because it

is not uncommon for factual situations to
unfold which are simply not catered for in the
policy contract, such that even the most benign
interpretation of its provisions might sometimes
not do justice to the insured.
It is not suggested that insurers are necessarily
to blame for this. On the contrary, it is difficult
enough for an insurer to provide in a policy for
the scores of possibilities that require to be
stipulated for, but it is often simply impossible
to predict and therefore to cater for every single
factual situation that might arise after its
inception. Human nature being what it is, and
for many other reasons, unexpected and
unusual factual situations develop that with the
best will in the world neither an insurer nor
anyone else could ever have foreseen.

Equity jurisdiction now 10 years old
The office was established in 1985, its function
being to provide out-of-court dispute
resolution. To that extent it fulfils the function
of a court, so that in making its rulings it was
limited to applying the law. Recognising that
this sometimes prejudiced an insured unfairly,
the office took steps in 1998 to afford it the
power to make rulings based on equity. This
came about when, after due consultation with
subscribing members the Rules of the office
were amended by including in clause 1.2.4
thereof a provision that the Ombudsman must
seek to ensure that due weight is accorded to
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General (continued)
“considerations of equity”. The office thereby
acquired the right, indeed the obligation, to
overlook the law if an application of it would
lead to an unjust result, and to give effect to
equity instead.
It will readily be appreciated that, because they
do not have an equitable jurisdiction and are
therefore limited to applying the law, not even
our relevant courts have the benefit of such a
power. In the result an insured who lodges a
complaint with the office, apart from having
the advantages of its speedier, less formal and
cost-free services, therefore has a better
prospect of obtaining redress than would have
been the position before a court.

Insurers accept equity
Some insurers, when recognising in a given
case that an application of the law alone would
be unfair to the insured, would on occasion
have taken an equitable approach even in the
days before the office acquired such
jurisdiction. When the office acquired its equity
jurisdiction, however, other insurers would also
have become aware of the need for it, so that
a proportion of complaints lodged with insurers
must nowadays be settled without the
intervention or knowledge of the office. From
those complaints that do ultimately reach the
office, however, it has in any event become
clear that by now insurers one and all accept,
quite apart from the existence of the office and
its equity jurisdiction, that they are bound by
considerations of equity. And so it should be.

Disputes about equity
Of course there are nevertheless disputes in
regard to equity. They arise, however, not
because the obligation to apply equity is
disputed, but about whether a ruling based on
equity is appropriate or justified on the facts of
the given case, in other words whether the
result would be inequitable if in the given case
one is to be limited to a legal approach.
In that regard it is inevitable that from time to
time differences of opinion will arise. It is
furthermore equally understandable that, on
the facts of a given case, the insurer will not
always agree with what the office might
consider to be equitable. The experience of the
office has nevertheless been that, even in cases
where they disagree, the insurers have without
exception always accepted the view of the
office, and it is perhaps noteworthy that no
insurer has ever sought to appeal against a
decision by the office based on equity.
Part of the reason why there is often
disagreement on whether in a given case equity
is appropriate or justified, is that the concept of
equity is so elusive. Every individual sees things
against the background of his or her
environment and personal experience in life,
and one’s feeling of equity will depend, against
that background, on one’s appraisal of how the
rights and wrongs of the situation at hand will
be seen by the community at large.
For this reason equity is simply incapable of
being defined; indeed to attempt it would in

The furthest one could go is to make the broad
statement that what the application of equity
aims to achieve is simply that justice be done.
Even then, however, what is to be considered
equitable in a given case will to some extent be
a matter of opinion. It is for this reason that the
practice in the office is that rulings on equity
are not made except by decision of an
adjudicators’ meeting.
There are finally two comments that deserve
mention. The first is that where a provision that
might otherwise be considered unfair is
intentionally and clearly stipulated in a policy
because the insurer for business or any other
reasons requires it, there will without more be
little room for the application of equity in place
of the law. The other is that in considering
whether in a given case to apply equity in
favour of an insured, it is as necessary and
important to take account of equitable features
favourable to the insurer as it is of those that
favour the insured; a proper balance must in
other words be struck between them.
The debate on how equity is to be applied will
be ongoing.
In the meanwhile examples of equity decisions
made by the office are to be seen in our
newsletter no 5.

Insurer performance
We wrote in the 2003 Annual Report that the
performance of our subscribers with regard to
complaints handling could be described as
“variable”. That description still applies. The
encouraging aspect is that some of the poor
performers have through concerted efforts
improved their efficiency.
It is worrying, however, that we still have to
categorise 10% (470) of finalised complaints as
incompetent. Of these 73% are, surprisingly,
attributable to only five insurers. There are a
number of insurers that have had no
incompetent cases.
In an effort to improve the standard of
complaints handling the office has conducted
workshops at several insurers and has met with
staff and management to explain our
procedures and requirements. We have noticed
that an improvement in performance usually
only occurs, however, when the senior
management regard complaints handling in a
serious light. This is evident with those insurers
who have consistently performed well.
Insurers sometimes devise complex systems and
procedures for the complaints handling
function but the most important component,
often neglected, is well trained staff. They must
not only be knowledgeable, however, but also
customer focused.
Furthermore, as we stated in 2003, “Poor
service to the Ombudsman is often indicative of
poor service to policyholders”. For some
insurers, particularly those serving the lower
income groups, good service and customer care
are simply not a priority.
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any event be unwise because it would create
more questions and confusion than it would
furnish answers.
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General (continued)
Example of poor performance in
complaints handling
An example which demonstrates such an
attitude arose in a complaint involving the
rejection of a claim under a credit life policy.
The life insured, a fireman, had taken out a
credit life policy providing death, dread disease,
disability and retrenchment benefits. When he
submitted a disability claim in 2007 on the basis
of reactive dysfunctional airway syndrome and
bronchospasma, which prevented him from
working as a fireman, the claim was declined in
terms of a pre-existing exclusion clause. The
insurer’s letter simply gave the following reason
for declining the claim:
“It would appear from the evidence we have
on file that the condition that materially
contributed to the cause of the disability
being claimed for, already existed prior to
the commencement of insurance.”

“Since we are of the view that we have
exhaustively attended to your inquiry, we
herein, without prejudice, suggest, as
opposed to litigation, that the most costeffective step would be to report the matter
to the Office of the Ombudsman for Longterm Insurance, as per the following
details….”
It was only during our investigation that the
insurer disclosed for the first time that the
evidence on which they relied related to more
recent incidents in 2005 when the insured had
visited his medical practitioner for chest
problems and pneumonia. The complainant
made the point that the complaint had been
lodged with us because the exact reason for
the rejection had been explained neither to him
nor his attorney. We raised this aspect with the
insurer and asked why they had not explained
their reasons for declining the claim. The

No further detail was provided by the insurer.

administrator, acting on behalf of the insurer,

The complainant subsequently submitted a
further medical report through his attorney
because he assumed incorrectly, but hardly
surprisingly, that the rejection had been related
to his hospitalisation for a day after fighting a
chemical fire in 1993/1994.

responded that they send out a standard letter

The insurer wrote to the attorney stating:

is hardly customer focused and in any event

when declining a claim on the basis of a preexisting condition as it would be “impossible”,
because of the volume of work, to draft
individualised replies in each case.
We wrote to the insurer pointing out that this

“Having considered the contents of the
aforesaid report, we have come to the
conclusion that they have not caused us to
vary our decision, and hence the above claim
remains declined.”

unfair. In addition it is questionable whether it

The insurer then referred the complainant to
our office stating:

marked “incompetent” because of tardy

complies with the requirement in the PPR
(Policyholder Protection Rules) that an insurer
must furnish reasons for rejecting a claim.
In addition to all of this the complaint was
responses by the insurer to our office.

In last year’s Annual Report it was stated that
our office had been confronted with a number
of cases in which the question at issue was
what deductions could be made by insurance
companies when calculating the reduced
benefit to be paid to a policyholder where the
policy comes to an end, either because of the
non-payment of premiums or because it is
surrendered. The question in those cases was
whether policies should specify the formula
according to which the benefit will be
calculated in such events, and how exactly the
calculation is to be done. The Annual Report
recorded that in a judgment delivered in the
Cape High Court it had been held, in respect of
the first of these questions, that it was not
necessary that the formula be specified, and
added that the office had decided to adopt a
wait-and-see attitude “for fear of taking a line
which might in the long run prove to be to the
detriment of either policyholders or insurers if
the courts should in the foreseeable future
make a contrary ruling one way or the other”.
The wait-and-see attitude meant that the office
reserved its decision on all of the cost cases
concerned. That attitude was maintained
throughout 2007 because it became known
that another two cases dealing with similar
issues were to be heard in the Durban High
Court. We therefore reported to complainants

in the cost cases that we would await the
outcome of the two later cases. The two cases
were duly heard on 1 February 2008, and
judgment was reserved.
The solution to the problem, however, is
unfortunately not much closer. It seems likely,
whichever way the judgment in the two
Durban cases goes, that the losing party will
seek to appeal to the Supreme Court of
Appeal, something that will delay finality by up
to another year. Because our office by now has
nearly 400 outstanding cases which are
awaiting finality on the question, the progress
of those two cases will be monitored, and if
necessary we will have to reconsider our earlier
decision to await the ultimate outcome of
them.
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General (continued)
Website –

www.ombud.co.za

During the year two aspects of our website
were particularly encouraging – the number of
hits made on it, and the interest shown in the
Topics and Cases section.
The site recorded 321 000 hits during the year,
an average of almost 27 000 per month, and
had 86 000 visitors, an average of about 7 100
per month.
The busiest month of the year was July, which
recorded over 35 000 hits, but the site was
consistently accessed during the year.
The most popular section was the Topics and
Cases section, which was accessed on average
5 500 times per month. This section is very
much geared towards the industry, the media,
the legal fraternity and claimants, and portrays
the office view on a wide range of long-term
insurance topics by summarising model cases
handled over the years. It is the office’s largest
published repository of its activities, and as
mentioned earlier its existence has enabled the
Annual Report for this year to deviate from
previous years by not publishing case reports.

Website visits and website hits
27 000
2007

7 100

13 000
2006

2 995

9 000
2005

1 576

558
2004

135

Hits
(average per month)

Visits
(average per month)

Newsletter
The office’s electronic newsletter, Ombuzz, was
started during 2006, and was published four
times in 2007. Each issue focuses on a
particular topic and contains recent cases dealt
with by the office, and is mainly distributed to
the industry and the media. The newsletter also
appears on our website. The topics which were
covered during 2007 were:
• When is death caused by an accident?
• Late submission of claims.
• Equity jurisdiction.
• Parties to a life policy.

Income protection policies:
a caution
Taxable income when trading through
a CC
The following case demonstrates the problems
which may arise when the policyholder reflects
anything more than his own taxable income as
income on the application form for an income
protection policy.
The policyholder was the sole member of a
close corporation. The close corporation
generated turnover of R817 686 per annum.
The accountants advising her in setting up the
structure had limited her salary from it,
however, to R26 667 in 2001, and in addition
to her salary she had also received drawings in
the sum of R311 473.
When she applied for income protection cover
her financial adviser advised her to reflect the
earnings of the close corporation as her own
income. The obvious reason was because that
would be her loss if she should become
disabled and could not operate her business.
On the application form the policyholder
showed R216 000 per annum as her income.
The policyholder submitted a claim for disability
in 2005. When she was requested to submit
her personal tax assessment for 2001 the
insurer became aware that the income as
reflected in the application form differed from

her taxable income in the assessment. The
insurer repudiated the policy on the basis of
non-disclosure (more aptly termed misdisclosure in this instance) and refunded her
premiums. It pointed out that it would not have
issued an income protection policy to her had it
known what her real taxable income was, as it
fell below the minimum amount for which the
insurer was prepared to grant cover in its
income protection policies. The insurer was, of
course, correct in contending that by its terms
the policy only protected the individual’s own
taxable income.

Policy terms vital
Our concern stems from the fact that there are
many policyholders who receive similar advice
from both their accountants in setting up their
close corporations and their financial advisers
when applying for income protection
insurance. These policyholders are not
necessarily acting fraudulently by inflating their
income for purposes of insurance – they seek
instead only to protect their real loss.
It will furthermore only be at claim stage that
the discrepancy will be discovered and cause
problems. Policies and application forms are of
course not all worded in the same way in
describing the income component. It is
therefore necessary for policyholders to ensure
timeously that they do not encounter this kind
of problem should they ever have to make a
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claim. They should do so by checking their
policies and the income reflected on the
application form, and by enquiring how the
insurer will treat income.

Inflationary increases
A similar type of problem can occur where
employee policyholders choose an annual
inflationary increase on the income they seek
cover for. At a time when the inflation rate was
higher it was common to choose an increase of
10% or 15% per annum on the sum insured.
Salaries did not necessarily increase at that rate,
however, particularly when the inflation rate
reduced, and the policyholder would then of
course be over-insured. In terms of the policy
the insurer would usually be entitled to restrict
the income benefit with reference to actual,
taxable, income, not the sum insured. The
policyholder would thereby have overpaid
premiums, and not all insurers would refund
the overpayments. Once again policyholders
are urged to check this aspect with their
insurers.

Credit life
Enquiry into undesirable practices in the
credit and credit life insurance industries
During July 2007 reports appeared in the
financial press that a long-term insurance
company, the CEO of which was a prominent

member of the LOA, was guilty of paying
commissions in excess of the legally prescribed
tariff for credit insurance to motor vehicle
dealerships, of offering improper inducements
for the placing of business and of other
undesirable practices.
This prompted the LOA, in conjunction with
SAIA, the corresponding body of short-term
insurers, to appoint a commission of enquiry to
conduct a wide-ranging investigation into the
credit insurance industry in South Africa.
This office has in the past and in various Annual
Reports commented adversely on some
questionable practices in this field of insurance
and it is not inopportune that several of the
members of the Panel of Enquiry appointed to
conduct the investigation have close links to
the office.
The chairperson of the Panel is Mr Justice
P M Nienaber who was until 31 May 2007 the
Ombudsman for Long-term Insurance.
Mr Moses Moeletsi and Mr Desmond Smith are
both current members of the Ombudsman’s
Council. The other members of the Panel are
Mr Ronnie Napier, a senior attorney and past
chairman of SAIA, and Mr Louis Wessels, the
former head: legal and policy at the Financial
Services Board (“FSB”).
The office was invited to make a written
submission to the Panel. It did so and dealt with
its main areas of concern.

• the lack of proper disclosure generally;
• the absence of standardisation;
• the sometimes excessively wide exclusion
and pre-existing clauses effectively
neutralising the extent of cover;
• the failure on the part of insurers or their
agents to draw the attention of
policyholders to such limitations and to
explain the implications thereof;
• ambiguously worded clauses;
• the fact, not always fully appreciated, that if
the life insured suffers from a serious
medical condition the policy may in effect
provide little more than accident cover;
• misinformation conveyed to applicants for
such insurance at the point of sale, through
direct marketing by insufficiently trained
sales personnel at motor dealerships,
retailers or credit providing institutions;
• unsatisfactory premium payment methods
when the premiums for insurance, both
credit and perhaps funeral, are lumped
together with the price for the goods
purchased and the finance charges;
• the failure to explain to consumers that if an
instalment is not paid in time it may
invalidate the insurance;
• premature repossession proceedings while a
complaint is still under consideration by the
office;

• the confusion for consumers caused by the
multiplicity of parties – seller, credit provider,
administrator and insurer;
• the non-involvement of insurers in the
claims decision-making processes, because
third party administrators or credit providers
administer the claim, with the result that
consumers are not always aware of their
right of recourse to the office;
• the failure to highlight and explain health
declarations;
• problematical time-barring provisions;
• the fact that the life insured or his family
may not be aware, when a potential claim
arises, of the existence of the credit life
policy catering for death, disability or
retrenchment.
The office was informed that the Panel’s report
is expected sometime during the first quarter of
2008.

Case in point
Because it is relevant to the above, the
following typical example of complaints
received in respect of credit life policies may be
of interest.
During September 2005 the life insured had
fallen ill and consulted a doctor “who advised
him that he had heart failure, but that he had
fully recovered and that he could proceed with
his normal daily work”. Thereafter, on
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14 October 2005, he applied for a policy.
During February 2006 certain tests were
performed and a diagnosis of cardiac
amyloidosis was made, and on 16 July 2006 he
died of it. The insurer declined the claim as “the
cause of death is traceable to a medical
condition that existed before the inception
date” of the policy.
The beneficiary contended that, because the
diagnosis of cardiac amyloidosis was made
after the entry date of the policy, the claim
should be met.
The policy provided for the following:
“The insurer shall not be obliged to make any
payment in respect of any condition or event
arising directly or indirectly from or traceable to
any physical defect or medical condition of
which the Life insured was aware and which
had its origin prior to the issue date of the
policy.”
We referred the matter to a specialist physician,
a member of the medical panel who advises the
office from time to time on medical matters. His
report stated that “(the life insured) was aware
that he had heart disease needing ongoing
treatment and further investigation before
inception of the insurance. This was the disease
responsible for his death…”
We agreed with his view and informed the
complainant that the complaint could not be
upheld.

Other wording used by insurers reads as
follows: “No amount shall be payable if in the
opinion of (the insurer) your illness, bodily
injury, physical defect, ill-health or any other
incident or condition which materially
contributed to death, disability or dread disease
claim against the policy, preceded the
commencement of insurance.”

Other examples
Another common complaint is where, prior to
the entry date of the policy, a life insured
suffers from a condition such as hypertension,
which is effectively controlled by treatment,
and then dies or becomes disabled as a result of
a stroke or myocardial infarction and the
insurer relies on the pre-existing conditions
clause to decline the claim. In view of the fact
that the condition was controlled, some
complainants cannot understand that it
“materially contributed to death, disability or
dread disease claim against the policy”.
We referred such a matter to the same
specialist physician and he informed us that
”… though effective treatment of hypertension
significantly reduces the incidence of vascular
disease, numerous trials show that an increased
risk ratio is observed in treated subjects. This is,
in part due to the likely presence of undetected
hypertension, of unknown duration preceding
introduction of therapy, and to the inability of
even closely controlled medication to match

In some instances people suffering from
ailments that would make them uninsurable, or
difficult to insure, take out credit life policies
thinking that they are fully covered. They do
not realise that cover is subject to certain
exclusions.

Problems arising from marketing
In terms of present legislation, policyholders
must be informed of the provisions of their
contracts, and documents to this effect are
routinely provided to them. It appears that
when the policies are sold, however, marketers
do not always draw attention to the exclusion
clauses and the effect that these clauses would
have on a claim.
As far back as in our 2000 Annual Report we
expressed concerns about the way in which
these policies were marketed to consumers. We
still receive complaints where policyholders
inform us that they were unaware of the “preexisting conditions clause”, or that the clause
was not properly explained to them, or that the
marketer never drew their attention to any
medical questions in the proposal form.
In these cases we have referred the
complainants to the FAIS Ombud as he has
jurisdiction to investigate the advice and
marketing of policies which take place after

30 September 2004. As a result of his
intervention we have noticed that some insurers
are more diligent in explaining the pre-existing
conditions clauses to potential policyholders,
which enables them to make an informed
decision at the proposal stage of the policy.
Problems in the marketing of credit life policies
are not restricted to South Africa. At the
International Ombudsman’s Conference in
London (see page 14) ombudsmen from several
other jurisdictions remarked that they had
experienced an increase in complaints about
the marketing of credit life policies or loan
protection as it is also called. The overriding
concern for these ombudsmen had also been
the marketing of credit life policies.

Non-disclosure: reconstructing the
policy
The office continues to deal with many
complaints about claims turned down on the
ground that the insured did not disclose or misdisclosed material information, usually about
health, when taking out the policy.
The usual insurer’s remedy for such nondisclosure, which is essentially misrepresentation, has been to cancel the contract
and repudiate any claim, even if there is no
connection between the claim (say, for cancer)
and the condition not disclosed (say, a hearing
loss). This can be unduly harsh.
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In last year’s Annual Report we reported that
the office had met with the LOA to discuss the
possibility of an alternative remedy, that of
reconstructing the policy, if possible. If the
insurer concedes that, had it known the truth
at the time, it would still have entered into the
contract but on different terms, for example
with an exclusion clause or loaded premiums,
why not reconstruct the policy along those lines
and keep it alive? This would seem to be a
fairer outcome in cases where the failure to
disclose was not intentional, and therefore not
fraudulent.
This approach was debated among insurers and
there were views both for and against it. Some
insurers already adopt it in practice.
Last year we mentioned that the approach is
followed in Australia, and that the English and
Scottish Law Commissions were investigating
whether it could work in the United Kingdom.
In June 2007 these Commissions issued a joint
report presenting their findings on the need for
reform of insurance law relating to nondisclosure. The report is of great interest and
will undoubtedly feed the debate in our own
country. What follows is a very brief summary.
The Commissions’ starting point was that:
“The law should strike a fair balance
between the interests of insurers and
policyholders. It should give potential
policyholders confidence in insurance by

ensuring that it meets their reasonable
expectations while protecting the legitimate
interests of insurers and not imposing
undue costs or unnecessary restrictions. It
should also be coherent, clear and readily
understandable.”
The report proposed a mandatory regime based
on existing UK Financial Ombudsman Service
guidelines. These include that:
• Insurers should ask questions about what
they want to know. An insurer should not
be allowed to cancel a policy for nondisclosure where no question has been
asked.
• The remedy should depend on the
consumer’s degree of fault: if there was
deliberate misrepresentation, the insurer
would be entitled to cancel the policy, but if
the consumer behaved negligently, the
remedy would be to put the insurer into the
position it would have been had it known
the true facts.
• This involves asking what the insurer would
have done if it had been told the truth:
– if the insurer would have charged more,
the claim should be reduced
proportionately to the under-payment of
premium;
– if it would have excluded a particular
type of claim, it should not be obliged to

exclusion;
– if it would have declined the risk
altogether, the policy may be cancelled,
the premiums returned and the claim
refused.
• Serious thought should be given to
imposing a five-year cut-off period; in other
words, after a policy has been in operation
for five years, an insurer may not rely on
non-disclosure to refuse a claim, except in
fraud cases.
• It is proposed that an intermediary be
regarded as the insurer’s agent unless clearly
independent of the insurer and acting on
the insured’s behalf. This would mean that
an intermediary who sells the products of
only a few insurers, or who would
reasonably be regarded as an insurer’s agent
by an applicant, should be treated as the
insurer’s agent, even if the intermediary is
not

actually

an

insurer’s

appointed

representative. This would assist consumers
when an intermediary is negligent or acts
dishonestly in guiding the applicant for
insurance: if the intermediary is regarded as
the insurer’s agent, any misrepresentation
would be the insurer’s responsibility.
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Advice
Hints when taking out funeral
insurance

The following are some general guidelines to
follow when buying funeral insurance:

Complaints about funeral insurance policies, of
which there are many different kinds, form a
substantial part of our work. Some are group
policies, and some are individual policies
covering either one life or extended families.
The policies are sold in many different ways –
directly to consumers by insurers, through sales
people, by banks or shops, or through
membership of other organisations. Most
funeral policies do not have any savings
element, but some do. Some policies provide
for a funeral service as the benefit. The policy
must always also provide, however, for a sum
of money to be paid as an alternative to the
funeral.

1. If you are buying a funeral policy from a
salesperson, always make sure that the
person has a licence from the Financial
Services Board (“FSB”) to sell insurance.
Ask the person to show his or her licence.

There are illegal operators and so-called scams
around. It is therefore important that you deal
with trustworthy organisations. Take your time
and do not rush into a decision to buy a policy.

2. Make sure that you know who the insurer
is. Funeral policies are often administered
and sold by third party funeral
administrators. It is important to know who
the insurer is who underwrites the risk.
3. If there is an application form, complete it
yourself. Make sure you read everything on
the form including the fine print above
your signature.
4. If there are any questions or declarations
about your own or any other life insured’s
health, make sure that you disclose all the
important information. When you claim
and the insurer finds out that you did not
disclose material information on the form it
might cancel the policy and refuse to pay
the claim.

6. You have a 30 day “cooling-off” period
after you receive the policy or summary,
during which you may cancel the policy if
you are not satisfied.
7. Make sure that your premiums are paid
every month on time. It is your
responsibility, even if you have arranged
payment by debit order or stop order. Keep
proof of payment. If the premium is not
paid the policy may be terminated and a
claim may be refused. There is a grace
period (15 days or longer depending on the
policy) after the due date during which
cover continues, but after that no benefits
will be paid.

8. If you have any dealings with a salesperson,
the administrator or the insurer, keep
written proof of the dealings.
9. Make

sure

that

any

beneficiary

nominations (whereby you nominate the
person who must receive the benefits on
your death) are up to date and still reflect
your wishes.
10. When a life insured (the person covered by
the policy) dies, the claimant must submit
the claim as soon as possible. Check in the
policy how much time there is for lodging a
claim. If the claim is lodged late the insurer
can refuse to pay it.
11. If a claim is refused for any reason, the
insurer or administrator must give you the
reasons in writing.
12. If you are not able to resolve a complaint
with an insurer, then you can write to us.
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5. You must be sent a policy or a policy
summary when your application is
accepted. Insist on being furnished with
the document. Read it and make sure you
understand it. If not, phone and find out
what it means.

39

40

Ombudsman annual report 2007

Appendices
Appendix 1: Members of the Ombudsman’s Council
Dawn Mokhobo
(Chairperson)
Shareholder and executive deputy chairperson of Partnership Investments; chairperson of Fedics; shareholder of
Nozala Investments; director of companies, non-executive director of Massmart and Engen.

Judge John Smalberger
(Vice Chairperson)
Formerly Judge of the Supreme Court of Appeal; formerly chairperson of the Electoral Court.

Ken Baldwin
Retired senior partner KPMG.

Adv Selby Baqwa SC
Formerly the Public Protector; currently head of Enterprise Governance and Compliance, Nedbank Group.

Judge Brian Galgut
Ombudsman.

Isabel Jones
Consumer journalist; vice chairperson of FSB Consumer Advisory Panel; member (Judge) of Gauteng Consumer
Affairs Court; member of the Short-term Insurance Ombudsman’s Board; member of the Motor Industry
Ombudsman’s Council; vice chairperson of the Credit Information Ombudman’s Council; member of the
Government Advisory Committee on Short-term Insurance.

Moses Moeletsi
Formerly chief director Gauteng Consumer Affairs; currently regulatory executive, SABS; chairperson of the
Short-term Insurance Ombudsman’s Board.

Desmond Smith
Chairperson of Reinsurance Group of America (South Africa); chairperson of Santam; director of companies;
formerly chairperson and currently a member of the Board of the LOA.

Alan Woolfson
Liberty Group executive Customer Relations; chairperson of the Ombudsman’s Committee.

A representative of the FSB

Alan Woolfson

Patrick McDonald

(Chairperson)
Liberty Group Limited

Clientele Life Assurance Company Limited

John Solomon

Momentum Group Limited

African Life Assurance Company Limited

Barney Mookapele

Gail Walters
Hollard Life Assurance Company Limited

Gerhard Joubert
Life Offices’ Association

Glenn Hickling
Discovery Life Limited

Brian Gibbon

Old Mutual Life Assurance Company (SA) Limited

Dorea Ozrovech
Sanlam Life Insurance Limited

Jacques Erasmus
Prosperity Insurance Company Limited

Esrom Kgaphola
Assupol

Debbie Larnder

Deidre Wolmarans

RMB Structured Life

Metropolitan Life Limited

Appendix 3: Office staff as at 31 December 2007
Ombudsman

Personal Assistant

Mr Justice Brian Galgut

Rosemary Galolo

Deputy Ombudsman

Secretarial Assistants

Jennifer Preiss

Jenny Jenkins
Charmaine Bruce
Jameelah Leo
Andrea Lennox

Assistant Ombudsmen
Don McKay
Eddie de Beer
Heinrich Engelbrecht
Audrey Rustin
Prof. Giel Reinecke
Sue Myrdal
Thembalihle Sidaki

Complaints Assessors
Lorraine Allan
Deon Whittaker
Kathy Heath
Ganine Bezuidenhoudt

Finance & Operations
Ian Middup
Clyde Hewitson

Data Capturer
Siki Dlanga
Marsha Williams

Receptionist
Colleen Louw

Clerical Assistants
Ian de Jongh
Angelo Swartz

Office Assistant
Phindiwe Fana
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Appendix 4: Subscribing members as at 31 December 2007
1 Life Direct Insurance Limited
Absa Life Limited
Allied Insurance Co. Limited
UBS Insurance Co. Limited
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Absa Brokers (Pty) Limited
Absa Private Bank
African Life Assurance Co. Limited
Permanent Life
Sentry Assurance

AIG Life SA Limited
Allan Gray Life
Alexander Forbes
Alexander Forbes Life Limited
Assupol Life
AVBOB Mutual Assurance Society
Nedgroup Life Assurance Limited
NBS Life
BOE Life Limited

Channel Life Limited
PSG Anchor Life

Clientèle Life Assurance Co. Limited
Corpcapital Life Insurance Limited
Discovery Life Limited
Guardrisk Life Limited
Platinum Life

Hollard Life Assurance Co. Limited
Crusader Life
Fedsure Credit Life

HTG Life Limited
Investec Assurance Limited
Investment Solutions Limited
Liberty Group Limited
Manufacturers Life
Prudential
Sun Life of Canada
(Capital Alliance Life Limited )
AA Life
ACA Insurers Limited
Amalgamated General Assurance
Fedsure Life
IGI Life
Norwich Life
Saambou Credit Life
Standard General – pre-1999
Traduna
Rentmeester Assurance Limited
Rondalia

Liberty Active Limited
McLife Assurance Co. Limited
m Cubed Capital Limited
Time Life

MS Life Assurance Co. Limited
Metropolitan Life Limited
Commercial Union
Homes Trust Life

Metropolitan Odyssey Limited
Protea Life

Momentum Group Limited
African Eagle Life
Allianz Life
Anglo American Life
FNB Life
First Rand
Guarantee Life
Legal and General
Lifegro
Magnum Life
Rand Life
Sage Life
(National Mutual of Australasia)
(Ned Equity)
(Netherlands of 1845)
Shield Life
Southern Life
Yorkshire

Nedbank Financial Planning
Nestlife Assurance Corp. Limited
New Era Life Insurance Co. Limited
Old Mutual Life Assurance Co. (SA) Limited
Colonial Mutual

Pinnafrica Life Limited
Professional Provident Society Ins Co.
Limited
Prosperity Insurance Co. Limited
Regent Life Assurance Co. Limited
Relyant Life Assurance Co. Limited
RMB Structured Life Limited
Safrican Insurance Co. Limited
Sanlam Life Insurance Limited
SA Home Loans Life Limited

Appendix 5: Rules
These Rules, effective from 1 January 1998, and last amended on 7 April 2006, regulate the relationship
between the Ombudsman for Long-term Insurance (the Ombudsman) and each member of the Long-term
Insurance Industry (the Industry) who subscribes to the Ombudsman’s scheme as well as between the
Ombudsman and each complainant who lodges a complaint with the Ombudsman’s office.

1.1 The mission of the Ombudsman is to receive and consider complaints against subscribing members
and to resolve such complaints through mediation, conciliation, recommendation or determination.
1.2 The Ombudsman shall seek to ensure that:
1.2.1 he or she acts independently and objectively in resolving any complaint received and takes no
instructions from anybody regarding the exercise of his or her authority;
1.2.2 he or she follows informal, fair and cost-effective procedures;
1.2.3 he or she keeps in balance the scale between complainants and subscribing members;
1.2.4 he or she accords due weight to considerations of equity;
1.2.5 he or she maintains confidentiality, in so far as it is feasible to do so and subject to Rule 7
below, in respect of every complaint received;
1.2.6 he or she co-operates with the Council established in terms of the Financial Services Ombud
Schemes Act, 2004, in promoting public awareness of the existence, function and functioning
of the Ombudsman and the Ombudsman’s office and in informing potential complainants of
available dispute resolution forums; and
1.2.7 subscribing members act with fairness and with due regard to both the letter and the spirit
of the contract between the parties and render an efficient service to those with whom they
contract.

2. Jurisdiction
2.1 Subject to Rule 2.2, the Ombudsman shall receive and consider every complaint by a policyholder, a
successor in title or a beneficiary, or by a life insured or premium payer, against a subscribing member
concerning or arising from the marketing, conclusion, interpretation, administration, implementation
or termination of any long-term insurance contract marketed or effected within the Republic of South
Africa.
2.2 The Ombudsman shall not consider a complaint:
2.2.1 if such complaint is, or if it has been, the subject of legal proceedings instituted and not
withdrawn, or if legal proceedings are contemplated to be instituted, by the complainant
against the subscribing member during such time as the complaint remains under advisement
by the Ombudsman; or
2.2.2 if it has previously been determined by the Ombudsman, unless new evidence likely to affect
the outcome of a previous determination has thereafter become available; or
2.2.3 if three years or more has elapsed from the date on which the complainant became aware or
should reasonably have become aware that he or she had cause to complain to the
Ombudsman, unless the failure so to complain within the said period was due to
circumstances for which, in the opinion of the Ombudsman, the complainant could not be
blamed.

3. Procedure
3.1 The Ombudsman shall require all complaints to be reduced to written or electronic form, shall elicit
such further information or expert advice as is regarded as necessary and shall seek to resolve every
such complaint through mediation, conciliation, recommendation, failing which, by determination.
3.2 The determination aforesaid may be to:
3.2.1 decline to consider the complaint;
3.2.2 uphold the complaint, either wholly or in part;
3.2.3 dismiss the complaint;
3.2.4 make a ruling of a procedural or evidentiary nature;
3.2.5 award compensation, irrespective of a determination made in terms of Rule 3.2.2 or 3.2.3, for
material inconvenience or distress or for financial loss suffered by a complainant as a result of
error, omission or maladministration (including manifestly unacceptable or incompetent
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3.3

3.4

3.5
3.6
3.7.

service) on the part of the subscribing member; provided that the amount of such
compensation shall not exceed the sum of R20 000 or such other sum as the Long-Term
Insurance Ombudsman’s Council (“the Council”) may from time to time determine;
3.2.6 order a subscribing member, in addition to any other recommendation or determination
made, to pay interest to a complainant on the pertinent sum at a rate and from a date that
is considered to be fair and equitable in the circumstances;
3.2.7 order a subscribing member to take, or refrain from taking, any such action in regard to the
disposal of a specific complaint as the Ombudsman may deem necessary; and
3.2.8 issue a declaratory order.
The Ombudsman may decline to consider or may dismiss a complaint, without first referring it to the
subscribing member concerned, if it appears to him or her, on the information furnished by the
complainant, that:
3.3.1 the complaint has no reasonable prospect of success; or
3.3.2 the complaint is being pursued in a dishonest, frivolous, vexatious or abusive manner; or
3.3.3 the complaint can more appropriately be dealt with by a court of law; or
3.3.4 the complaint is predominantly about investment performance or the legitimate exercise by a
subscribing member of its commercial judgment; or
3.3.5 the complainant has not suffered, and is not likely to suffer, material inconvenience or distress
or financial loss either within the meaning of Rule 3.2.5. or at all.
If a complainant or a subscribing member fails or refuses to furnish information requested by the
Ombudsman within the period fixed for that purpose, the Ombudsman shall be free to make a
determination on the information as may then be available to him or her.
A determination made by the Ombudsman shall be binding on the subscribing member concerned.
A determination made by the Ombudsman shall not preclude the complainant from thereafter
instituting legal proceedings against a subscribing member in respect of any such complaint.
All exchanges between, on the one hand, the office of the Ombudsman and a complainant and, on
the other, the office and a subscribing member in relation to a complaint and all the documentation
generated in regard thereto, shall by agreement be regarded as privileged and shall as such be
immune from disclosure in evidence, save by an order of court or the consent of the parties
concerned.

4. Prescription
The receipt of a complaint by the Ombudsman suspends any applicable contractual time barring terms or
the running of prescription in terms of the Prescription Act (Act 68 of 1969), for the period from such
receipt until the complaint has been withdrawn by the complainant concerned, been determined by the
Ombudsman or any appeal in terms of these Rules has been disposed of.

5. Determination of disputes of fact
5.1 The Ombudsman shall resolve material disputes of fact on a balance of probabilities and with due
regard to the incidence of the onus.
5.2 If the Ombudsman is of the opinion that a material and conclusive dispute of fact cannot be resolved
on a balance of probabilities and with due regard to the incidence of the onus, the parties concerned
shall be advised that a determination in favour of the one or the other party cannot be made.
5.3 Notwithstanding Rule 5.2, if the Ombudsman and all the parties concerned are in agreement that a
complaint or a material and conclusive dispute of fact can best be determined by the hearing of
evidence, it may be so determined.
5.4 A hearing as aforesaid may be conducted by the Ombudsman or any other person or persons
appointed for that purpose by the Ombudsman.
5.5 At such a hearing all issues of a procedural or evidentiary nature shall be determined by the
Ombudsman or other person or persons so appointed.

6. Appeals
6.1 A complainant who or a subscribing member which feels aggrieved by any determination by the
Ombudsman may apply to the Ombudsman for leave to appeal against it to a designated Appeal
Tribunal.
6.2 Such an application shall be made within a period of one calendar month from the date on which
the determination that is challenged has been made.

6.3 Such leave to appeal shall be granted:
6.3.1 if the determination is against a subscribing member and involves an amount in excess of
R250 000 or such other sum as the Council may from time to time determine; or
6.3.2 if the Ombudsman is of the opinion that the determination as such or the particular issue in
dispute is of considerable public or industry interest; or
6.3.3 if the Ombudsman is of the opinion that the aggrieved complainant or subscribing member
has a reasonable prospect of success in an appeal before a designated Appeal Tribunal.
6.4 The member or members of the Appeal Tribunal shall be appointed by the Ombudsman with the
consent of all the parties concerned or, failing such consent, with the approval of the Chairman of
the Council or, if he or she is unavailable, two members of the Council not connected with the
Industry.
6.5 The Ombudsman shall prepare the record for consideration by the Appeal Tribunal.
6.6 All issues of a procedural or evidentiary nature shall be determined by the Appeal Tribunal itself.
6.7 The decision of the Appeal Tribunal shall be final and binding:
6.7.1 if the complainant is the appellant, on all the parties concerned; or
6.7.2 if the subscribing member is the appellant, on it.
6.8 When the complainant is the appellant:
6.8.1 he or she may be required to deposit such amount as the Ombudsman may consider
appropriate into the trust account of an attorney designated by the Ombudsman;
6.8.2 such amount shall be held in trust pending the outcome of the appeal;
6.8.3 if the appeal is, in the view of the Appeal Tribunal substantially successful, such amount shall
be refunded to the complainant; and
6.8.4 if the appeal is, in the view of the Appeal Tribunal substantially unsuccessful, such amount
shall be applied by the Ombudsman to defray, either wholly or in part, the costs incurred by
the Ombudsman in connection with the appeal proceedings and to refund any surplus to the
complainant.
6.9 When the subscribing member is the appellant:
6.9.1 if the appeal is, in the view of the Appeal Tribunal substantially successful, the Ombudsman
shall defray the costs incurred by him in connection with the appeal proceedings; and
6.9.2 if the appeal is, in the view of the Appeal Tribunal substantially unsuccessful, the subscribing
member shall defray the costs incurred by the Ombudsman in connection with the appeal
proceedings.

7. Enforcement
7.1 If a subscribing member should fail or refuse to comply with a determination made by the
Ombudsman:
7.1.1 it shall be given notice by the Ombudsman that it is to comply with such determination within
a period of four weeks or such further period as the Ombudsman may determine; and
7.1.2 on the failure or refusal by the subscribing member to comply with such notice, the
Ombudsman shall report such failure or refusal to the Chairman of the Long-term Insurance
Ombudsman’s Committee (“the Committee”).
7.2 The Ombudsman may thereupon:
7.2.1 determine what, if any, further opportunity should be afforded to the subscribing member
concerned to make representations as to why the measures described below should not be
implemented;
7.2.2 publish, in whatever manner the Ombudsman considers to be appropriate, the fact of such
failure or refusal;
7.2.3 suspend or terminate, with the consent of the Chairmen of both the Council and the
Committee, the membership of the subscribing member concerned; and, in that event,
7.2.4 publish in whatever manner the Ombudsman considers to be appropriate, the fact of such
suspension or termination of such membership.

8. Report
The Ombudsman shall report publicly within the first quarter of each year on his or her activities during
the previous calendar year.

Useful information about other offices
The Ombudsman for Short-term
Insurance
PO Box 32334, Braamfontein 2017
Share Call: 0860 726 890
Telephone: 011 726 8900
Fax: 011 726 5501
E-mail: info@osti.co.za

The Ombudsman for Banking Services
PO Box 5728, Johannesburg 2000
Share Call: 0860 800 900
Telephone: 011 838 0035
Fax: 011 838 0043
E-mail: info@obssa.co.za

The Credit Information Ombud
Postnet Suite 444, Private Bag 1,
Jukskei Park 2153
Call Centre: 0861 662 837
E-mail: ombud@creditombud.org.za

The Ombud for Financial Services
Providers
PO Box 74571, Lynnwood Ridge 0040
Telephone: 0860 324 766
Fax: 012 348 3447
E-mail: info@faisombud.co.za

The Pension Funds Adjudicator
Cape Town office
PO Box 23005, Claremont 7735
Telephone: 021 674 0209
Fax: 021 674 0185
E-mail: enquiries@pfa.org.za
Johannesburg office
PO Box 651826, Benmore 2010
Telephone: 011 884 8454
Fax: 011 884 1144
E-mail: reception-jhb@pfa.org.za

The Financial Services Board
PO Box 35655, Menlo Park 0102
Toll-free: 0800 110 443 or 0800 202 087
Telephone: 012 428 8000
Fax: 012 347 0870
E-mail: info@fsb.co.za

The Council for Medical Schemes
Private Bag X34, Hatfield 0028
Telephone: 012 431 0500
Fax: 012 430 7644
E-mail: complaints@medicalschemes.com

Association of Collective Investments
PO Box 413255, Craighall 2024
Telephone: 011 325 6223
Fax: 011 325 6160
E-mail: info@aci.co.za

Public Protector
Private Bag X677, Pretoria 0001
Telephone: 012 366 7000
Fax: 012 632 3473
E-mail: Elainei@pprotect.org

Life Offices’ Association
PO Box 5023, Cape Town 8000
Telephone: 021 421 2586
Fax: 021 421 2599
E-mail: info@loa.co.za

The Statutory Ombudsman
PO Box 74571, Lynnwood Ridge 0040
Telephone: 012 470 9080
Fax: 012 348 3447
E-mail: info@faisombud.co.za

The National Credit Regulator
PO Box 2694, Houghton 2041
Call Centre: 0860 627 627
Fax: 011 805 4905
E-mail: info@ncr.org.za or complaints@ncr.org.za

Ombudsman’s Central Helpline
Sharecall 0860 OMBUDS / 0860 662 837

Office of the Ombudsman for Long-term Insurance
3rd Floor
Sunclare Building
Dreyer Street
Claremont 7700
Private Bag X45
Claremont 7735

(Tel) 021 657 5000
0860 103 236
(Fax) 021 674 0951
info@ombud.co.za
www.ombud.co.za

