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If anyone who suffered loss could 
demand payment, insurers would face 
unpredictable costs, premiums would rise, . 
and the system would become unstable. 
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Imagine your neighbour takes out insur­
ance for his house. One day, because he 
was careless, a fire started in his home and 
spread to yours, destroying part,ofyour 
property. 

You suffer a loss and want to be com­
pensated. 

When you learn that your neighbour is 
insured, your first instinct is to go straight 
to his insurer and ask to be paid. From an 
ordinary point of view, this seems sensi­
ble. Insurance exists to deal with loss, and 
the loss has already happened. 

But insurance does not work like a gener­
al compensation fund. In simple econom­
ic terms,insurance is priced and taxed as a 
private contract. 

The insurer calculated the premium 
based on the risk of protecting your neigh­
bour, not the risk of paying every person 
who might be affected by his actions. If an­
yone who suffered loss could directly de­
mand payment, insurers would face un­
predictable costs, premiums would rise 
sharp~and the system would become un­
stable. 

For this reason, the law treats insurance 
as a promise made to a specific person, 
not to the public at large. 

Your right to compensation exists, but it 
is against the neighbour who caused ~e 
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fire. The insurance steps in only to reim­
burse him after liability is established,not 
to pay you directly. 

This everyday situation mirrors a recur­
ring problem in professional services and 
finance. When a professional makes a mis­
take that causes financial loss, and an in­
surance policy exists in the background, 
the injured party often assumes that the 
presence of insurance creates a direct 
right to payment 

The law, however, tests a different ques­
tion: not whether a loss occurred, but who 
is legally entitled to enforce the insurance 
contract. 

Recently, the High Court of Uganda deliv­
ered a significant decision in Sanlam Gen­
eral Insurance Uganda Limited v Finance 
Trust Bank Limited, Civil Appeal No. 0046 
of 2024, addressing critical issues sur­
rounding professional indemnity insur­
ance, third-party rights, and the doctrine 
of privity of contract 

The ruling guides insurers,financial in­
stitutions, and legal practitioners on the 
enforceability of insurance contracts and 
the limits of regulatory intervention in 
contractual relationships, particularly in 
respect of professional indemnity policies. 

This article examines Court's reasoning 
and the key legal principles considered, 
particularly the doctrine of privity of con­
tract in professional indemnity insurance, 
locus standi to enforce insurance I -7 I 
claims, and the legal force ofrWJ-~ 
latory guidelines. $:' 
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