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SHOCKER REPORT: THE MICRODOT INSURANCE GAP

A Critical Warning on Hidden Compliance Risks in Your Vehicle Policy

Microguard Fitment Centre Tel: 062 042 0867

26 Beatty Avenue, Witbank, 1035 Website: www.mfcmp.co.za

l. Introduction: The Silent Threat to Your Payout

For many South African motorists, insurance is the last line of defence against vehicle theft
and loss. However, a crucial but often overlooked requirement—Ilegislative compliance
with microdot technology—can create a massive, hidden gap in your policy, potentially
leading to the rejection of a claim after theft or a write-off.

This report details the relationship between the mandatory microdot security system, the
relevant South African legislation, and the strict conditions under which your insurer
operates. Failure to comply fully with the law can translate into "non-disclosure™ or
"breach of policy warranty," leaving you completely exposed.

Il. Key Concept: Legislative Non-Compliance as a Policy Breach
The Legal Mandate (The 'Why"')

Microdots are not an optional extra; they are a mandatory vehicle identification
requirement under South African law.

Legislation Detail Core Requirement

Act: National Road Traffic Act, 1996 (Act No. 93 of 1996)
Relevant Section: Regulation 56 (Identification of motor vehicles)

Key

Subsection/Regulation: Regulation 56(1)(g)

Requires that the identification mark of certain vehicles
Mandate: "shall include microscopic dots... affixed in not less
than 100 different locations on the vehicle."”
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This regulation applies to:

1. All new motor vehicles registered in South Africa for the first time since September
2012.

2. Any used or rebuilt vehicle requiring Police Clearance (e.g., following engine
changes, colour changes, or recovery from theft).

The Insurance Trap (The 'How')

Insurance contracts often contain a clause requiring the insured party to comply with all
relevant laws and security requirements related to the insured vehicle. Insurers are
entitled to reject a claim if the loss is found to be a consequence of a breach of a policy
condition, or if the client failed to disclose a material fact.

When a vehicle that legally must be microdotted is stolen or written off, the insurer's
investigation will often confirm the status of the microdot fitment.

1. If the vehicle was stolen and not microdotted (when required): The insurer can
argue that a mandatory security/identification measure was absent, making the
vehicle more susceptible to cloning and less traceable. This can be viewed as Non-
Disclosure or a breach of a Security Warranty.

2. If the microdots were installed incorrectly or not registered: If the dots cannot be
found in the legally mandated locations, or if their unique PIN is not registered on the
national database (as per the National Road Traffic Act), the fitment is considered
non-compliant. The vehicle effectively remains an unidentified asset, undermining
the core purpose of the security measure.

lll. The 3 Gaps Leading to Claim Rejection
The "Microdot Insurance Gap" manifests in three critical failure points:
Gap 1: No Fitment When Required (The Absolute Gap)

This is the most direct breach. A vehicle (new or requiring police clearance) that should have
microdots but doesn't, is non-compliant with the NRTA.

 Example: A client buys an older, used car that was previously deregistered as a code
3 (rebuilt) vehicle. The vehicle requires a Police Clearance Certificate, which
mandates microdot fitment. The client bypasses the requirement using an illegal
route and obtains insurance. When the vehicle is stolen, the insurer investigates and
finds no microdots. The insurer may reject the claim entirely, citing the breach of a
statutory requirement that affects the vehicle's risk profile and recoverability.
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Gap 2: Incorrect/Insufficient Fitment (The Quality Gap)

The law specifies "not less than 100 different locations." An amateur or non-accredited
fitment centre might only spray 20 or 30 areas, or use non-compliant dots/adhesives.

« Example: A vehicle is stolen and recovered stripped. The insurer or police try to
trace the parts using the microdots. They find only 15 components with dots, failing
the Regulation 56(1)(g) standard of 100+ locations. The insurer argues the fitment
was negligent or substandard, rendering the identification system useless for part
recovery—a key benefit relied upon by the industry—and rejects the claim for
components.

Gap 3: Failure to Register on the National Database (The Data Gap)

The effectiveness of microdots is entirely dependent on the unique code being registered
and accessible to law enforcement via the eNatis system and the central microdot
database.

o Example: Aclient uses a cheap DIY kit or an unaccredited installer who provides the
dots but fails to register the VIN/PIN on the national register. The vehicle is
hijacked. When the police recover the vehicle, they find the dots but cannot link the
unique code to an owner on the national system. The insurer's recovery agents
cannot verify ownership, delaying or rejecting the total loss claim, as the fundamental
purpose of the identification system has not been met.

IV. Conclusion: Close Your Gap with Compliance

The cost of a rejected motor vehicle claim can be hundreds of thousands of Rands—a true
financial shocker. At Microguard Fitment Centre, our certified installation process is designed
to eliminate these hidden insurance gaps by guaranteeing compliance with every facet of the
National Road Traffic Act, Regulation 56(1)(g), and the relevant SANS standards.

Our Assurance: We ensure the correct quantity of microdots are professionally applied to
the correct locations and, most critically, that your vehicle’s data is immediately and
correctly registered on the national database, providing an undeniable forensic link that
your insurer and law enforcement require.

Do not let non-compliance be the reason your claim is rejected. Ensure your peace of
mind is backed by law.
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