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Currently, it is quite a task for a consumer to cancel insurance. Complaints to the
insurance  ombudsman  are  on  the  rise.  [1]  In  2021,  as  many  as  13% of  the
complaints related to insurance contract cancellation.  [2]  A recent bill  seeks a
simpler and more consumer-friendly cancellation procedure. This would allow the
insured party to cancel an insurance contract at any time, once the first contract
year has expired.

Current cancellation procedure

Under  the  current  Insurance  Act[3],  an  insurance  contract  has  a  maximum
duration of 1 year. After one year, the contract is tacitly renewed for successive 1-
year periods unless the insured or insurer cancels the contract in a timely and
proper manner.[4]   Notice of termination must be given to the other party by
registered  letter,  bailiff’s  writ  or  by  issuing  the  termination  letter  against  a
receipt 3 months before the expiry date.[5]

Therefore, the current formalistic termination procedure seems disadvantageous
to consumers. Nevertheless, it was introduced for the purpose of continuity. Thus,
the tacit renewal ensures that policyholders would not suddenly find themselves
without cover. However, under the current formalistic regulations, consumers
perceive this as a hindrance rather than a protection.[6]

Termination of an insurance contract is also possible after a claim, when the risk
disappears (e.g. selling of the car) or within 3 months after a rate change.[7]

However, in addition to the notice period, the current regulations also include a
reflection period. This is a short period just after the conclusion of the insurance
contract, during which the insured and insurer can still cancel the contract free of
charge. The reflection period is useful when, shortly after signing, it turns out
that the entry fees are lower elsewhere.[8]

For life insurance and capitalisation operations, that period is 30 days. For other
insurance contracts, it is 14 days, provided the contract was concluded via a pre-
signed  policy  or  insurance  application.  No  reflection  period  is  provided  for
insurance contracts of shorter duration than 30 days and life insurance linked to
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an investment fund.[9]

Consumers who want to cancel their insurance contact – because they discover,
for example, that their employer offers group hospitalisation cover – face a major
challenge today. The majority of  consumers therefore tend to stay with their
current  insurance  company.  This  does  not  benefit  the  level  of  competition,
resulting in higher prices.

Future cancellation procedure

It is the above issues that the bill seeks to address. Thus, in principle, an insured
would be able to cancel an insurance contract at any time, digitally (e.g. via
itsme) and free of charge and thus change insurers more easily.

However, the continuity of insurance coverage mentioned above would still be
guaranteed. In the case of compulsory insurance (e.g. civil liability insurance for
motorised vehicles), policyholders will have to make the necessary arrangements
through their new insurer to ensure such continuity.[10]

Insurances still in their first current year are the exception to the rule. These will
continue to be subject to a notice period, notably a period of 2 months for the
insured and 3 months for the insurer.[11]

The bill makes no adjustments to the reflection period.

Consequences?

The bill should lead to lower insurance fees and more competition. This will lower
the  barriers  for  policyholders  to  switch  from  one  insurance  company  to
another.[12]  There is already quite a lot of competition in the insurance market in
Belgium today, but it will increase with the future regulation. France already
implemented a similar legislative change, resulting in cheaper insurance.[13]

The simplified cancellation procedure is currently not yet in force. In April 2023,
the bill was approved in the Chamber Committee on Economy. Next, it still needs
to be passed by the federal parliament. Once the law is approved and published in
the Belgian Official Journal, insurers will have 1 year to align themselves.[14]
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