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B Consumer advice

Client cries toul
over policy shock

Divorcee fights back after insurer refused to pay out claim for dishonesty

AST August, two men
broke into Jane Doe’s*
Knysna apartment. One
of them raped her,
while the other stripped her
home of more than R75 000
worth of household goods.
Among the stolen items
were a sapphire and diamond
ring, a flat-sereen TV, two lap-
tops, three cellphones and
digital and video cameras.
The 49-year-old self-em-

ployed divorcee, who was told -

she was under-insured, en-
dured weeks of double-check-
ing by Outsurance agents
wanting to know where and
when each claimed item had
been bought, and for how
much.

The insurer even requested
contact details for Doe's ex-
husband to ensure her de-

«seription of the ring tallied
with his memory of it. A few
weeks after the incident, she
received a renewal notice
which thanked her for her
“continued support” and in-
cluded a premium increase,
along with product and ser-
vice updates.

But not long after that, her
robbery claim was repudiated
due to “material misrepresen-
tation”, and her policy was

..cancelled.

~ Heavily sedated at the time,
Doe vaguely recalls Out-
surance telling her that upon
,sinvestigation following her
clalm, it had discovered she'd
‘had insurance cancelled by
Auto & General 10 years ago.

‘i) decade is a long time to
remember details,” said Doe.

- “When I was with Auto &
General, I'd been married so I
wwasn’t the only one dealing
with the insurer. Since then,
I've got divorced, moved town,
house and jobs.”

In June, Doe’s friend Sue
Ryan, who works in the insur-
ance industry, took up the
case on her behalf, asking
Outsurance for a written
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record defailing the reasons
behind the rejection.

She told the insurer that
Doe wished to lodge a com-
plaint with the Ombudsman
for Short-term Insurance and
needed the reasons in writing.
Outsurance refused.

Said Ryan: “I stand firm in
my belief that she was raped
twice. Once literally and the
second time by Outsurance.”

So what was behind Out-

Kawulesar.

The previous cancellation
related to an alleged “dishon-
est” contents elaim in 2001.

So why didn’t it give full
reasons in writing to Doe as
requested? It should have,
said Kawulesar, and this
would be addressed with
those responsible.

At Outsurance, client infor-
mation given at the time of
taking insurance cover is val-
idated only when a claim is
lodged; the extent of the val-
idation depends on the value
and nature of the claim. Sure-
ly it’s fairer to consumers to
check all relevant information
before agreeing to cover and
taking their money?

“Validating information at
the stage of a sale would be
extremely expensive, unneces-
sary and an unfair cost to our
clients who provide correct in-
formation . .. [it] will result in
higher costs and an increased
premium,” Kawulesar said.

“Since we base our contract
on a relationship of trust that
our client has provided true
information, we believe that
our validation process at the
stage of a claim is both ethical
and fair.”

‘I stand firm in my belief that she was
raped twice. Once literally and the second
time by Outsurance’

surance’s decision?

Head of client relations,
Natasha Kawulesar, said Doe
had failed to disclose the pre-
vious cancellation when she
took out the cover.

“We ask this question
specifically as we do not pro-
vide cover where clients had
been declined cover by other
insurance companies. If she
had answered this question
honestly, we would not have
offered her cover,” said

Even though it seems to
clash with the code of conduct
of the South African Insur-
ance Association (SATA)? The
code states that all material
information must be obtained
by the insurer at the time of
underwriting and not at
claims stage. Underwriting at
claim stage can include credit
or financial record checks,
looking for judgments, de-

-faults as well as claims or pre-

vious insurance cancellations

which may not have been dis-
closed, or were misrepresent-
ed when the policy was taken
g,

SAIA’s spokesman Kwanele
sibanda said the association
did not support any practice
where “insurers only obtain
or check [my emphasis] infor-
mation material to their will-
ingness to enter into an insur-
ance contract, or which may
influence the cost of the insur-

-ance, at the time a claim aris-

es”. Non-compliance and/or
“undesirable market practice”
would be investigated and ad-
dressed with members, Siban-
da said. -

Kawulesar denied any
breach of SAIA’s code: “We
obtain all the material under-
writing information during |
the underwriting stage. We
validate at claims stage infor-
mation pertinent to the claim.
Part of this is the previous in- -
surance check that is done on
certain claims.”

Peter Nkhuna, senior assis-
tant ombudsman in the office
of the Ombudsman for Short-
Term Insurance, said Doe
needed to lodge a formal com-
plaint before her case could
be properly evaluated.

Nkhuna said that regard-
less of the outcome, if an in-
surer cancelled a poliey, it
had to refund premiums.

Doe received no refund.
Kawulesar said it had paid
two motor-related claims in
the two years she'd been cov-
ered, and one had been higher
than the premiums she'd paid.

Why had Oufsurance paid
these claims at all? Turns out
the first one was such a small
amount, the insurer hadn't
bothered to validate. In the
validation process for the see-
ond, Doe’s previous history
“didn’t come up”.

Seems not all validations —
or insurers — are equal.

* Name changed to pro-
tect the reader’s identity.




