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“To provide basic financial literacy (‘be streetwise’)
to the people of South Africa, one group at a time;
thereby creating a broader, more financially literate
community and nation.”
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This booklet will help you
gain an understanding about
personal insurance
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How can insurance help you?

We have just had a look at the difference between wants and needs. Where
does insurance fit in? Is it a want or a need?

Insurance might be a need as it protects your life, the lives of loved ones and
your possessions. With insurance you will have peace of mind because you are
protected against risks (foreseen or unforeseen) you may face.

For example:

e Your house is flooded

e You are involved in an accident
*  You lose a family member

* You lose your job



Unforeseen and foreseen events

Unforeseen events are events that we have not planned for, but could happen
to us suddenly, for example floods, accidents or a burglary. Foreseen events
are events that are bound to happen to you at some stage in your life, for
example death and retirement.
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Unforeseen and foreseen events (continued)
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Sickness



Results of unforeseen and foreseen events

Should you experience one of these unforeseen or foreseen events, the results
to your life can be stressful. This is when having insurance is important.
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What types of insurance are there?

There are two types of insurance.
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The first protects your possessions. This type of cover seeks to put you in the
financial position that you were in before the insured event occurred. This is
called short-term insurance.
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The second type of insurance seeks to compensate you for loss of life, injury
and loss of income. This is called life assurance.



Some insurance products
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Health Insurance

This covers the risk
that a person falls

ill or is injured, for
example medical aid
and hospital cash-back
plan.

Personal Accident
Insurance

This covers injury,
disability or death as a
result of an accident.
An accident is an event
that is beyond our
control.

Motor Vehicle Insurance
This covers your

motor vehicle for
damage, theft, and
damage caused to
property belonging to
other parties.

Contents Insurance
This covers your
household contents,

for example furniture,
appliances and personal

Building Insurance
This covers the outside
and inside walls, roof,
ceiling, fixtures and
windows of your house.

Business Insurance
This covers your
business equipment,
buildings and stock.

Life Insurance

This covers your life in
some of the following
events: disability, loss of
limbs, death etc.

Cellphone Insurance
This covers your
cellphone in the event
of it being stolen or
damaged.

Income Protector

This covers your income
in case you are not able

to earn income anymore
because of disability.

Funeral Insurance

This covers you and
your loved ones for
funeral expenses in the
event of death.

Note: Refer to Appendix A for more
information on life and funeral insurance



You and insurance
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Be informed Contact information
Make sure you know and understand Ask the insurance company and agent to
the insurance product give you their contact details.

address
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Identify yourself

The insurance company will need your ID
number, address and details of all other
people you are insuring.
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Accurate information Monthly payments
In order for the company to insure you Confirm how much your insurance
correctly, you need to provide them payment will cost you each month
with true and complete information. and confirm that you can afford it.



You will receive a policy document once you register for insurance.

There will be a welcome letter - this is a letter that tells you who you are
insured with and who to contact if you have any questions.

The policy wording - this is the information you need to read about your
policy. It includes your general terms and conditions which outline matters
such as:
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When your insurance starts

When your insurance stops

When premiums are payable

What happens if premiums are not paid
Excess: What is it and when is it payable
What is covered by the policy

How to claim

What to do if you disagree with how the claim was handled
Other information that is important to your contract

. Grace period
. Waiting period
. Details of the Ombudsman and the compliance officer for complaints which

were not handled to your satisfaction by the insurance company

. A certificate of insurance - this is proof that you are insured. It confirms

what is covered and the date on which your insurance begins. It will also
have your policy number on it.



Along with the general terms and conditions there will be a list of what is

not covered (the exclusions and exceptions). These are situations where no
claim can be made even though the insured item is damaged or lost. Common
exceptions would include:

e |f you intentionally damage or lose the
insured item

¢ [fyou falsely claim for something that is
not lost or damaged

e Where the client has misled the ;
insurance company so that the insurance
company thought that the risk was lower ‘
than it actually was
Normal wear and tear of an item
Damage or injuries suffered before the
policy was issued
War and riot risks
If you are involved in illegal activities that
damage the property

These specific lists of exclusions and exceptions can be different with each
insurance company.
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Customer rights and responsibilities

Terms o
and '//
conditions Insured
amount

3

e Every purchase of a policy is a legal contract. It gives you rights in the
event of an accident, injury, fire or whatever you are insured for. You have
the right to be paid the amount you are insured for, provided you have met
all the terms and conditions.

e You may cancel your policy by giving the insurance company a period of
notice (usually a month) as provided for in the policy document.

’

Premiums

* You agree to pay the premiums and to follow the rules, as written in
your policy document.

e [tisyour responsibility to make sure you understand everything in the
policy.

¢ You must tell the truth.
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Important things to remember
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Here are my
policy documents,
dear.

=

Most policies have an amount (excess) Remember to share the details of

you need to pay before the insurance  your policies with someone you

company will pay the claim. Make sure  trust, or place the policy documents

you know how much your excess is. somewhere where they can be
discovered and triggered should need
be.

Policies pay out a certain maximum
value for different items. Make sure
anything of high value is included and
stated in your policy so that you will
be paid out its real value if it is stolen
or lost.

Check your insured values annually
and adjust them if you need to.



Important things to remember (continued)

Insurance
company
A
U
o
Insurance (-] Insurance
company OQ °O company
B c
Shop around for the best value and Fraudulent claims are a
not necessarily the cheapest. criminal offence.

s
\
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Telephonic purchases of insurance are  Beneficiaries that are not older than
recorded and form a legally binding 18 years can cause a delay in the
contract. payout.
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The Insurance company’s responsibilities

The insurance company will take responsibility for the risk you face if the
insured event occurs, provided you have paid your premiums accordingly.

Cover?
Premiums?
Policy?

Cover
Premiums
Policy

The insurance company will explain
the policy in full and answer any
questions you have on your policy.
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The insurance company will pay in the
event of death, disability and loss of

income depending on what you are
covered for.



The Insurance company’s responsibilities

Types of
insurance?

Types of
insurance

The insurance company will have
qualified agents who can help you
make the right decision about which
insurance you need.

Properly
registered for
the insurance

products they sell.

The insurance company must obey
insurance-related South African law.

The insurance company must be
registered with the South

African Reserve Bank (SARB).

The insurance company must be
properly registered for the products
they sell.
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The sales process

1. Needs assessment

Identify what insurance you need.

2. Choosing insurance

You can apply for insurance in
the following ways:
e Face-to-face

Over the phone

e Kiosk O
d (]

Sms Phone Funeral
(-] (-] '
You choose the insurance product \7/ %

that meets your needs and that
you can afford, based on your
needs assessment.

3. Sign the insurance agreement

The insurance company will give you a copy of the

insurance agreement:

e Readthe agreement

e Make sure you understand the Terms and Conditions

¢ Sign the agreement and return it to the insurance
company

e The agreement can also be made over the phone

The insurance company will need your details such as:
e D number

e Phone number

e Address
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4. Confirmation of insurance

A policy document will be sent to you as soon as you are
registered for insurance with your insurance company.
You will also receive your policy wording and certificate

5. Are you satisfied with your insurance?

If you have questions, please call
customer services for:
. Upgrades and downgrades
. Queries or information
. Other insurance products
. For funeral policies and
life policies you have a
31-day cooling-off period
if you would like to change
your mind (S

Note: Some shops will have a qualified agent who can help you with your
insurance needs, such as the different products available.
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Payment options

You can pay in a retail store, for You can pay using a store account, for
example PEP, Money Market, Easy Pay  example your Jet account, furniture
or a funeral parlour. stores, etc.
Payslip
4

Co

account

number? ‘ Y

You can make a debit order payment A deduction may be made from your
to the insurance company. As part of salary to pay your insurance as a stop
the sales process the call centre agent order payment.

will ask you to provide your banking

details to effect the debit order

payment.

Note: Failure to pay your premiums on the due date will result in your policy
lapsing.

For short-term insurance you can miss one month’s premium and pay double
the following month without losing cover.
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The claims process

1. The insured event

The insured event must occur, i.e. flooding or death.

2. Reporting a claim

You must notify your insurer as soon as the event occurs within the notification
period. The insurance company will tell you what information you need to
provide.

180 days?
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3. Proving the claim

You will need to fill in the claim form and provide supporting documentation as
required to prove your claim.

Examples would be:

ID

Death certificate

Police report

Medical report

Proof of damaged item

Proof of ownership of damaged or lost item

Contact your insurance company to find out what you need to
submit your claim.

4. Agreement on amount to be paid

The amount to be paid to you is confirmed upfront.
Your insurance company will agree to pay you as per your policy.
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5. Payment of excess

&

X 2
B

Short-term insurance companies require you to pay what is known as an
excess when you make a claim. The excess is a pre-determined amount that
you agree to pay towards the total value of your claim. For example, if your
excess on your car is R500 and you submit a claim for R5000 then you pay
the first R500 and the short-term insurance company pays R4500. In some
instances there is no excess to be paid.

6. Pay-out of claim

If all the requirements are met, the insurance company can repair, replace or
pay cash in response to a claim. The insurance company has the right to reject
the claim if the terms of the contract have been breached.

Note: If you are not satisfied with your rejection or settlement amount of your
claim, approach the Ombudsman on 0860 324 766, 011 726 8900 or
021 657 5000.
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Appendix A: More information on life and funeral cover

Life cover

1. What is life cover?

Life cover is an insurance policy that pays out money to your beneficiaries
when you pass away.
You can choose how you want your life cover to pay out:

1. As alump sum cash pay-out
2. In the form of monthly income that gets paid out over a few years.

2.Who is covered by the policy?

Normally, a life cover policy only covers the death of one person. You can
also take out joint life cover, which covers two people, like a husband and
wife. Then, if either passes away, their beneficiaries will be paid out. Tell your
insurance broker if you want joint life cover.

3. What are the benefits of life cover?

If you are a breadwinner for your family and you are suddenly no longer able to
provide for them, they may not be able to meet their daily expenses. Life cover
can help them to manage some of the financial burden they face because of
your death, disability or sudden critical illness.

What can life cover pay for?

e Debt and loan repayments

House bond payments or rent

Monthly groceries

Education costs (school and university fees)
Retirement income for a spouse or life partner
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4. Types of cover in a life insurance policy

1. Life cover:

This cover assists your family
members to meet their expenses
after your death. It is normally a
higher amount of cover compared to
funeral cover.

3. Disability or critical
iliness cover:

This cover will pay out a benefit
amount if you become disabled, or
critically ill and are no longer able to
work.

(9
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2. Funeral cover:

This cover assists families to pay for
your funeral costs, such as catering
and a coffin. There will likely not be
enough to cover the family members’
needs and expenses beyond the
funeral expenses.

4. Income protection
cover:

This is a once-off or monthly payment
if you are unable to work due to
disability or critical illness.



5. What do you need to do to get life cover?

Insurers generally request medical tests. These tests show the insurer whether
you are healthy or not. Insurers may not cover illnesses you already have.

The tests you will be asked to do might

include:

e blood and cholesterol tests

e an ECG exam (cardiac/heart health
examination)

These tests are standard so no need to be
concerned! You will also need to disclose
any underlying conditions diagnosed before
taking on life cover.

24
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6. How much life cover do you need?

2.

Your budget
1.

How much can you afford to pay as a premium each
month?

Remember that if you miss payments, your policy may
lapse!

Your family’s need

1. Consider that your life cover policy should replace your
monthly income in your absence.

2. How much money will your family need to live on after
you pass away?

3. How long do you want the life cover pay out to support
your family?

Your debt

1. Do you have debts like a home loan, vehicle finance, or
credit cards that you will need to have paid off?

2. Consider providing enough life cover pay out for your

loved ones to pay for their expenses and settle your
outstanding debt.

Your savings

Do you have any other savings that can help support
your family?

Consider the future savings needs of your loved

ones. For example, your spouse might be saving for
retirement, and you may need to save for your children’s
education. If you were to pass away, and no longer be
able to contribute towards this savings goal, what could
happen?
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7. What would prevent a pay out?

Waiting periods

Some life cover policies have waiting periods. That means should you die
from natural causes soon after taking out cover, there’s a chance your
beneficiaries won’t be paid out if your death occurs during the waiting
period.

Exclusions

There may be some exclusions that will prevent a policy from paying out. An
example would be if you die while involved in criminal activity, a dangerous
sport or from suicide within a certain period after starting your policy.

You may have an extended waiting period or not be able to claim for death
as a result of a pre-existing condition.

You can ask your broker about waiting periods and these kinds of exclusions.

\\""' .

= = Tip:

| 4 \\ Be sure to update your life insurance beneficiaries at
.' least once a year!
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Funeral cover

1. What is funeral cover?
Funerals can be expensive.

In South Africa, an

average funeral could cost between
R10 000 and R50 000, with more
expensive funerals costing as much as
R150 000.

The expenses include:

e burial and undertaker costs

e qaservice, coffin and tombstone

e catering and venue hire

e and the transport of guests, who
sometimes travel from far

A funeral policy is a type of insurance product which is designed to assist you
or your family members to pay for a funeral. Without a funeral cover policy, the
loss of a loved one could mean unexpected expenses that you or your family
may not be prepared for.

Advantages of funeral cover:

A funeral policy provides a single cash payment shortly after
a valid death claim is submitted, and is normally paid out
within 24-48 hours.

Disadvantages of funeral cover:

Because you do not need to do any medical tests to confirm
your health status, funeral policies can sometimes be more
expensive than life cover for the same value of cover.
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2. Who is covered by a funeral cover policy?

Normally, you can take out cover on anyone who’s death would result in a
financial loss for you. This could be:

You

Immediate Non-blood
family members Extended relatives
family .
like a husband, wife like
or children under . stepchildren or
21 a life partner
like parents,
brothers,
sisters, uncles,
aunts and
cousins

28



3. South African laws around funeral cover

South African law has a strict maximum cover limit of R100 000 per insured
life per insurer.

Age of deceased Maximum cover
Over the age of 13 R100 000
Children aged 6 - 13 R50 000
Children under 6 R20 000

)
> \: When buying funeral cover:

~\\"" Tip
[ ]

e |t’s a good idea to take out funeral cover from an authorised
financial services provider or insurance broker. Remember
that some undertakers are authorised financial services
providers. When taking out funeral cover, you need to
make sure that your policy is underwritten by a licensed life
insurer and is legally binding.

e Chat to a financial adviser or financial service provider
to make sure you understand how a funeral policy could
help you or to be sure you understand the benefits and
exclusions on a policy you already have.

29



4. How much cover do you need?

This depends on what you would like the policy and claim to achieve.

Your budget
1. How much can | afford to pay as a monthly premium?
@ 2. The higher the benefit amount you choose, the higher
the monthly premium would be.

Your specific needs
o M o 1. What do you want the policy to cover?
2. Some insurers will offer a range of optional benefits on
| funeral policies. These additional benefits can assist
your family in their time of need, for example assistance
in paying for groceries, grief counselling, or emergency
medical assistance.

Who are you covering?

1. Decide how many members of your family you would
want included on your funeral policy.

2. There may be a limit on the number of people that can
be added to a funeral policy.

3. Each member may affect the cost of your monthly
premium differently.

Your funeral

1.  How much will a funeral cost?

2. Onaverage funerals costs are between R10 000.00
- R100 000.00. It is wise to work through a funeral
expense checklist, and to also consider what would
be important for you or your loved ones for a dignified
burial.
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5. When would a funeral cover policy not pay out?

If your death is accidental, your family may claim on your policy from the day
you take out cover. No waiting periods apply!

BUT

e Most funeral policies have a standard six-month waiting period for death
as a result of illness or natural causes. This means you’ll only be covered
from six months AFTER your benefit start date and all 6 premiums are
received.

In the event of suicide, the waiting period may be up to 12 months.

If you die whilst involved in criminal activity

If you stop paying your premiums or skip a few months, your policy may
lapse and your claim may not be paid.

The difference between life and funeral cover

Life cover Funeral cover

Only enough to cover the cost of

Larger pay out the funeral

Can cover the longer term needs of May not help your family cover
your family expenses in the future

Can be paid in instalments OR a lump | Mostly a single payment (but can
sum sometimes also be instalments)

Is not normally underwritten -
meaning you don’t need to do
medical tests

Is normally underwritten - meaning
you might need to do medical tests

Takes longer to buy because you must

complete the medical tests first Is quick and easy to buy

Slower to pay out - can take a few

weeks Quick to pay out
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Questions to ask when buying life or funeral
insurance cover?

1. What type of cover is best

Remember that funeral and life cover
are different - have a look at the table of
differences to see what you think is best
for your needs.

Five key questions to ask
when buying funeral or
life cover

2. Do | understand how to make an insurance claim?

Find out:

e Who to contact

e What documents you’ll need to make your claim

¢ How long you have to make a claim after the insured person passes

away

Share this information with your loved ones.
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3. What’s covered by my

policy and what isn’t?

e Know your policy exclusions and
waiting periods.

e Make sure you know what you
can and cannot claim for.

4. How much cover do |
need?

To work this out, answer these

NS . questions:

S ] e How much money do you
want your family to receive?

e How much would a funeral
cost?

e How much can you afford to
pay in monthly premiums?

5.Did | receive my policy documents?

Make sure you receive all relevant insurance policy
documents from the broker or financial adviser.
These contain all the details of your contract with
your insurer, and include your:

type of cover

amount of cover

the people covered on the policy
the total premium payable

all terms and conditions

any exclusions

documents required at claim stage
your insurer’s contact details
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How to submit a life or funeral cover claim

As the policyholder, it is important that your family members and beneficiaries
know that they would be able to claim from your insurer, if you were to pass
away. Here are the steps you can follow to make sure they have the information
they need in their time of distress. o

Step 1:

Tell your beneficiaries
While you are still alive, tell your
beneficiaries who your insurer is
and where to access your policy
and personal documents.

Step 2:

Inform the insurer
When you pass away, your
beneficiary/s should contact the
insurer immediately to inform
them of your death.

Step 3:

Gather the documentation
The claims department will inform your
beneficiary/s what documents are required
and what forms must be completed so they
can submit the insurance claim.

The documents you will need:

¢ Death certificate: also known as a “DHA1663 form “

¢ The deceased’s ID

e The claimant’s ID

¢ |n some cases of life cover, also the deceased’s medical records
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Step 4:

Submit the documentation
All paperwork can be submitted

either in person, via email, even via
WhatsApp with some insurers!

Step 5:

Wait for the pay out

Once all necessary documents
are submitted it takes 24-48
hours for a funeral policy to be
paid out and a few weeks for a
life insurance policy.

7
B

If death is due to unnatural causes, like an accident, the insurer may
also need a:

e Police report

e Post-mortem report

e Statements and evidence from people who witnessed the death.

\11/ .
Sz Tie:
—) == Your documents will need to be certified - you can do this

' AN at your closest police station.
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Important to remember:

Who can submit the claim:

Only a beneficiary can submit a claim.

How long does one have to claim:

You have six months from the date of death to inform your insurer about
the claim.

What do you need to do for your claim not to be rejected:

Pay your insurance premiums on time. If you miss your premiums, your
insurance policy may lapse and you may not be able to claim.

Some policies also list certain causes of death as exclusions. That means if
you pass away from something listed as an exclusion, the policy won’t pay
you out. You can check all exclusions in the policy document.

For life cover, if you haven’t disclosed a medical condition you suffer from,
a claim by your beneficiaries may be rejected. Be honest about your
medical history when you take out your policy!

If you are involved with any crime or illegal activity when you die, a claim
may also be rejected.

What can you do if the claim is rejected
and you disagree with the decision of your

insurer:
1. Contact the insurance company
2. Contact the internal dispute resolution
or mediator department of your
insurer t%‘t“
3. Contact the long-term assurance “‘t\

ombudsman or FAIS ombudsman.
They will investigate your dispute and
provide a resolution free of charge.
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Accident - an unforeseen and unplanned
event; something that happens by chance.

Adjuster - a person who investigates claims
for damages and recommends settlement.

Beneficiary - a person who will receive
benefits from an insurance policy.

Burglary - theft with forced entry or exit from
a building.

Certificate - a page forming part of the

policy document, which has all the relevant
information concerning you, the insured lives
or items, the insured risk, the amount insured,
the premium, the period of insurance and
applicable clauses.

Civil commotion - an uprising of people
causing disturbance.

Claim - an application for the repair,
replacement or cash payment if an insured
item or life insured is covered by an insurance
contract when the insured event occurs.

Cover - the protection given by a contract of
insurance against loss.

Disclosure - the duty of your insurance
company to provide relevant information about
the company and its legal status.

Disposable income - this is the money you
will have left over after all your expenses and
debts have been paid.

Effective date - date on which your policy
starts.

Excess - this is the amount payable by you
before the insurance company will pay your
claim.

Exclusions - what will not be covered under
your policy.

Expiry date - the date upon which a period of
insurance expires.

Fire - the event of something burning (often
destructive).
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Flood - the rising of a body of water and its
overflowing onto normally dry land.

Hazard - an event that creates or increases
probability of loss.

Insurance policy - a document that is evidence
of a contract of insurance.

Insured events - the cause of a loss, as defined
in the policy, that allow you to recover from the
insurance company.

Limit of indemnity - the maximum the
insurance company will pay in the event of a
claim under the policy.

Loss - injury or damage suffered by you which
the insurance company is responsible for, if an
insured event occurs.

Main insured - is the person who has been
accepted as the main insured person in terms
of the policy.

Ombudsman - an ombudsman is an official,
usually appointed by the government, who
represents the interests of the public by
investigating and addressing insurance-
related complaints reported by individual
citizens.

Peril - a possible cause of loss; a danger.

Policy endorsement - a written document
attached to your insurance policy that
confirms the changes made in the policy.

Policy fee - is an amount added to the policy
premium, a charge for handling your policy.

Policyholder - the person applying for the
cover under the insurance policy.

Policy inception date - the date on which your
insurance cover starts in terms of your policy
and on receipt of first premium.

Policy wording - a document that is a contract
of insurance.

Premium - the payment made by you to enjoy
the cover within the insurance policy.



Premium frequency - how often you pay
premiums, e.g. monthly or annually.

Pre-existing condition - this is a medical
condition that you know you have or have
been diagnosed with, e.g. diabetes, cancer,
high blood pressure etc., before taking out the

policy.

Restarted benefit - when a cancelled or lapsed
benefit or policy is restarted.

Risk - the insured event, e.g. flood, death,
theft, accident, etc.

SASRIA (South African Special Risks
Insurance Association) - protection against
loss caused by riots, wars and strikes.

Schedule - a page forming part of the

policy document, which has all the relevant
information concerning you, the insured lives
or items, the insured risk, the amount insured,
the premium, the period of insurance and
applicable clauses.

Start date - the date upon which a contract of
insurance becomes valid.

Sum insured - the limit of the insurance
company’s liability and the amount upon which
the premium is actually calculated.

Terms and conditions - what is covered and
not covered, exclusions, your responsibilities,
waiting periods, and other matters that relate
to your policy.

Total loss - the loss suffered by you when the
cost of repairing an item will exceed its value.
In that case the insurance company will pay
the maximum insured value.

Underwritten policy - is an insurance policy
that uses information about the person who
wants to be insured to determine the level of
risk of providing insurance to that individual.
For example, taking a medical examination
before you take up an insurance policy.

Upgraded benefit - when your existing policy
has been upgraded to a higher level of cover
or benefit.

Waiting period - a period of time outlined
in the policy that must pass before you can
submit a claim.

Wear and tear - decrease in value of property
or objects due to use and/or age.

Indemnity - The insured is restored to the
same financial position after a loss as before
the loss.



Contact Details

South African Insurance Association
Association for Savings and Investments SA
FAIS Ombudsman

Short- Term Insurance Ombudsman

Life Assurance Ombudsman

Financial Sector Conduct Authority
National Credit Regulator

National Financial Ombud Scheme (NFO)

Banking Ombudsman

011726 5381
021673 1620
086 066 3274
011 726 8900
021657 5000
0800 203 722
0860 627 627
0860 800 900
0860 800 900
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