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Consumer Protection Act and the 
Impact on Liability Insurance

S
ince the inception of the 
Consumer Protection Act, 
importers, manufacturers, 
distributors, retailers and 

applicators have been hard at work to 
align their businesses to be compliant 
with the act. The insurance industry is 
one such an industry and the effects 
of the act are starting to filter through.
Policy wordings have change from the 
familiar Multimark 3 policy wording 
until recently used as an industry 
standard to plain language policy 
wordings that may differ from insurer 
to insurer.

What has Changed?
The most obvious change is the 
name change from Public Liability to 
Comprehensive General Liability or 
Broadform Liability. Other common 
changes are: 
•	 The	exclusion	of	the	USA	and	

Canada. This is due to the high 
punitive damages that may be 
awarded by their courts. 

•	 The	merging	of	products	
liability	extension	and	defective	
workmanship	extension.

•	 Specific	exception	-	“Liability	
assumed by agreement” has been 
removed.

•	 Wording	change	–	“statutory	
defence	cost”	replaces	old	“legal	
defence costs”

* These are some common changes 
however please refer to your policy 
wording or broker for the changes 
applicable to you

What should Policy Holders do?
•	 Contact	a	reputable	attorney	to	

assist you in ensuring that your 
business complies with the Act.

•	 The	Act	brings	with	it	a	number	
of challenges that will create 
additional costs for their business. 
The	initial	expenses	will	save	you	
money in the long run.

•	 Business	owners	must	understand	
what	the	implications	of	non-
compliance will be and the 
penalties related to them.

•	 Ensure	that	they	have	reviewed	
all their standard contracts to 
ensure plain language and that 

the wording of contracts is drawn 
up in line with the anticipated 
consumer of their product.

•	 Ensure	that	they	have	adequate	
quality	control	processes	in	
place to avoid damage or injury 
occurring (particularly if they are 
dealing with hazardous goods or 
goods for human consumption) 

SAPCA members must ensure that 
proper warning signs are clearly 
visible where pesticides is being used 
and that application instructions are 
exactly	followed	as	per	the	suppliers	
instruction labelling and that the 
correct safety periods are adhere to.

How to Protect your Business?
Policy holders must ensure that 
they	have	purchased	maximum	
liability insurance cover limits that 
are affordable to their business for 
the potential legal liability risks that 
they will be faced with under the Act. 
Also consider who your suppliers are, 
particularly if they are importing the 
goods used in manufacturing or for 

retail purposes. Further considerations 
are:
•	 Will	you	be	able	to	recover	losses	

from these suppliers?
•	 Is	the	supplier	from	a	country	

with well managed and controlled 
health and safety regulations?

•	 Are	the	supplier’s	goods	of	a	high	
quality?

•	 Are	the	supplier’s	aligned	with	the	
Consumer Protection Act?

•	 Is	the	supplier’s	product	labelling	
sufficiently detailed and aimed at 
the final consumer of the product?

Insurers	also	offer	specialised	
products to assist business owners 
with	costly	expenses	due	to:
•	 Products	recall	-	Cover	provides	

indemnity for the cost an insured 
may	experience	if	its	products	
need to be recalled due to the 
possibility of injury or damage or 
on	government	request	and	first	
party and third party costs should 
be covered. Most insurers who 
provide this cover will do so only if 
the insured has a comprehensive 
recall plan in place.

•	 Product	guarantee	-	This	covers	
the removal, repair, replacement, 
alteration and treatment cost of 
a defective product or a product 
that fails to perform its intended 
function.

•	 Pure	economic	loss	–	Also	known	
as	“Financial	loss”	this	is	where	
there has been a financial damage 
to a third party without any 
property damage or bodily injury.

•	 Product	inefficacy	-	Financial	loss	
suffered when a product fails to 
fulfil its intended function.

All the businesses in South Africa 
will be affected by the Consumer 
Protection Act, your preparation and 
alignment with the act as a SAPCA 
member is vital to the successful 
continuation of your business. Review 
your policy wordings and make sure 
that	your	cover	is	adequate.

Contact us for a risk 
assessment and comparative 
quotation on 087 943 8087 or 
email eduard@carmen.co.za
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