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Describe funeral insurance 
 

Introduction 
Funeral insurance may broadly speaking be described as an undertaking by one 
party, the insurer, to another, the policyholder, to provide, in consideration of 
predetermined contributions usually payable at predetermined regular intervals, a 
funeral service or a cash benefit or a combination of both, on the death of the life 
assured, in respect of whom the policyholder has an insurable interest, regardless of 
the aggregate of contributions the insurer may have received in respect thereof at 
the time of the death of the life assured. 
 
 
Purpose of the Unit Standard 
This unit standard provides a broad introduction to funeral policies and burial 
societies as part of financial planning. 
 
The qualifying learner is capable of: 

 Explaining the concept of funeral insurance. 
 Identifying different funeral benefits related to funeral insurance and burial 

societies. 
 Identifying funeral insurance as part of financial planning. 
 Applying knowledge of customer profiles and risk to funeral insurance. 
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Module 1 
 

The concept of funeral insurance 
 

 
This Module deals with:  

 The purpose of having funeral insurance with reference to the advantages 
and disadvantages;  

 Basic terms associated with funeral insurance such as cover, benefits, 
contributions, claims and funeral support benefit with reference to a 
specific policy;  

 The tax benefits of a funeral policy for three different tax groups and 
premiums;  

 The role of the intermediary in marketing a funeral policy with reference to 
compliance with appropriate legislation when selling a policy;  

 The reason for a waiting period before funeral cover commences and an 
indication of exceptions to the waiting period. 

 
SO1 AC1: The purpose of having funeral insurance is explained with reference 
to the advantages and disadvantages 
 
Funeral insurance, also called burial or final expense insurance, refers to a group of 
products intended to pay for final arrangements. Many people use funeral insurance 
as a way to ensure their funeral is arranged and paid for in advance, so the burden 
isn't left to their families or beneficiaries. It can also be used by parents to guarantee 
funeral funding for their children.  
If you’ve never planned a loved one’s funeral, you may not be aware of the expenses 
involved. In a standard funeral, there are numerous expenses such as purchasing a 
casket and paying for obituaries, flowers and grave markers. The cost can be 
overwhelming if the person who has died did not have life insurance. That’s why 
many companies offer burial insurance, so funeral expenses will be covered at the 
time of need.  
 
Here are some of the things that must be paid for as part of a traditional funeral: 

 Limousines and hearse 
 Funeral Casket 
 Floral tributes 
 Newspaper obituary fee and Funeral Programs 
 Embalming and preparation for viewing 
 Opening and closing of gravesite 
 Funeral home/church expense for viewings and service 
 Grave marker or headstone 

 
A dignified funeral can be a tremendous source of comfort and reassurance to 
mourners. But the fact is that funerals are expensive. 
Funeral insurance cover provides the family of the insured with a cash sum to pay for 
funeral expenses and other urgent costs, saving them from burdensome expenses 
when they are most vulnerable. 
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Many people argue that if they have life insurance, they can’t see they need to 
funeral insurance as well. However, even if your finances are stable at the time of 
your death, cash from your estate may not be immediately available. A funeral 
insurance policy will pay the beneficiaries a cash lump sum, ensuring that vital 
expenses can be paid without delay and that funeral arrangements are not 
compromised by a shortage of available cash. 
Funeral insurance is often guaranteed to be issued, although you may have to have 
a physical exam that determines the price of premiums.  
 
The advantages of having funeral insurance  
In terms of advantages of having funeral insurance, the following can be regarded as 
reasons why you should have funeral insurance: 

 Funeral plans have the advantage of enabling you to plan your funeral 
service, and indicate the way in which you would like to be commemorated 
after death 

 A funeral plan is much cheaper and thus, more cost effective than life 
insurance 

 Funeral plans do offer you what life insurance does not: peace of mind that 
your funeral will be conducted according to your wishes. 
 

As with anything in life, there is also a “downside” to funeral insurance.   
 
The disadvantages of having funeral insurance  
Disadvantages of funeral insurance include: 

 Heart problems and terminal illness might disqualify the person from funeral 
insurance; 

 Good health doesn't qualify for lower premiums; 
 May not be available to persons over 80 years old; 
 Low or negative return on cash value. 
 Premiums may total more than the death benefit. 

 
It is important to remember that Life insurance and funeral insurance are not 
substitutes for one another, and if you wish you can purchase both types of cover.  
Generally there are no age limits applied to funeral plans, but some providers aim 
their plans at those over eighteen and under eighty-five years old.  
An important consideration in any decision affecting a person’s financial position is 
tax.  
 

SO1 AC2: Basic terms associated with funeral insurance such as cover, 
benefits, contributions, claims and funeral support benefit are explained with 
reference to a specific policy. 
 
For the basic terms in funeral insurance, you can also refer to the Glossary at the 
end of this guide. 
 
 Cover: Refers to funds used to protect against loss. In funeral insurance it is the 

maximum amount payable towards the funeral. The maximum cover is 
determined upfront. 
 

 Benefits: Services to which the policyholder is entitled. Additional benefits in 
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funeral insurance could include trauma counseling, telephonic counseling, 
emergency transport etc. 

 
 Contributions:  The premiums paid toward the policy. The monthly contributions 

made by the policyholder or member of the society. 
 

 Claims:  An application for compensation under the terms of an insurance 
contract. When the policyholder claims compensation from the insurer for the 
loss of or damage. In funeral insurance the claim is made upon death of one of 
the persons covered under the policy for the costs of the funeral, up to the 
agreed cover amount. 

 
 Funeral support benefit:  Additional benefits / services that the insurer offers 

with regards to: 
 legal assistance regarding the funeral procedures; 
 assistance in obtaining the death certificate; 
 referral to a pathologist if an autopsy is necessary; 
 referral to a psychologist or psychiatrist if required; 
 referral for special counselling if required, particularly in the case of the 

loss of a child ; 
 assistance with arranging the funeral or cremation. 

 
One of the terms, Waiting Period, warrants further investigation. Too often the 
waiting period is not explained to the client before acceptance of the offer (policy).  
But why is there a waiting period? 

 
 
SO1 AC3: The tax benefits of a funeral policy are explained for three different 
tax groups and premiums. 
 
The disbursement of funeral benefits may be completed through various means.  
In some instances the policyholder pays a funeral director up-front for a set funeral 
service and this payment is managed by a company in a funeral policy. In other 
instances the benefits under a funeral policy are payable on the death of the insured 
person to the estate to refund the estate for the funeral expenses paid by the estate. 
 
Benefits paid must be put towards meeting the costs of the funeral and can be paid 
to: 

 the insured person's estate when it is to be reimbursed for funeral expenses 
paid; 

 a funeral director or other party on behalf of the estate; 
 a funeral director if the policy were assigned to them, or  
 a funeral director if they were nominated as the beneficiary under the policy. 

 
As these benefits are paid directly to suppliers no tax is levied on the funeral 
benefits. Furthermore the premiums paid are not tax deductible in terms of section 
11 of the Income Tax Act (58 of 1962) as amended and not taxable. 
 
As with any of the insurance sub-sectors there are certain terms which are 
applicable only to that specific sub-sector. Funeral insurance is no exception. In 
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terms of the Financial Advisory and Intermediary Services Act, it is the insurer’s 
responsibility to make all relevant information available to clients in plain language. 
You need to ensure you are comfortable with the relevant terms as well as the 
words contained in the glossary.  
 

 
SO1 AC4: The role of the intermediary in marketing a funeral policy is outlined 
with reference to compliance with appropriate legislation when selling a 
policy. 
 
Funeral policies are regulated by law and life insurance companies selling such 
policies must comply with the Long-term Insurance Act and FAIS Act. In terms of the 
FAIS Act (37 of 2002), only insurance companies registered with the Financial 
Services Board (FSB) can sell funeral policies. These policies are available from 
financial advisers or from some funeral parlours.  
 
Intermediaries and advisors act as “go-betweens” between the individual or 
organisation and the insurers. They will analyse the insurance needs of the client 
and advise her/him on the insurance products that will fit their needs.  In this way the 
client will get the maximum benefit from her/his investments and, with long term 
insurance, will be able to put money aside for future needs. 
There are many advantages to using an intermediary, such as a broker, for both the 
financial services company and the customer. 
For the customer the insurance intermediary could for example explain clearly what 
is and what is not covered under the proposed policy and process the application if 
the customer decides to go ahead. In the event of a claim, the intermediary could 
take care of all the paperwork and follow up with the insurance company to make 
sure the claim receives prompt attention. 
 
For financial services companies effective intermediaries add great value in terms of 
marketing and could assist to create constructive and positive relationships with 
customers. 

 
When bearing in mind the target market of funeral insurance, it is clear that verbal 
account needs to be given on the policy being offered. The biggest risk when buying 
a funeral policy might be that the advisor selling the policy does not disclose 
important information such as exclusions and waiting periods.  
To offer protection to clients, the Policy Holder Protection Rules promulgated a 
cooling off period. During this period, the policyholder may cancel the policy and 
would be eligible for a refund of premiums paid, should no claim be lodged within the 
period.  
 
An example of a cooling off notice is:  
“For this reason it is very important that you familiarize yourself with the policy 
contract. If, for any reason, you feel that the policy sold to you does not provide the 
cover you expected, you may cancel the policy within 30 days of receiving the policy 
contract.”  
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To further protect the client, standards are set for advertising by the FSB and Life 
Offices’ Association.  
 
Requirements for advertisements of funeral policies: 

 Advertisements for funeral policies should comply with all relevant statutes 
and rules 
 

 An insurer or insurance intermediary placing or using or publishing an 
advertisement which may be utilized directly or indirectly in the solicitation or 
sale of a funeral policy must disclose the following in a clear and conspicuous 
manner: 
(a) That a purpose of the advertisement is the solicitation of insurance. 
(b) That an insurance intermediary may contact any person who responds to 
the advertisement. 
(c) The identity of the insurer. 
 

 No insurer or insurance intermediary may use a response from an 
advertisement of a prearranged funeral plan regardless of who placed or 
published the advertisement unless the advertisement includes disclosures 
required  

 The insurer whose policy is advertised has the responsibility for the content, 
form and method of dissemination of all advertisements, regardless of who 
designed, created, wrote, printed or utilized them. 

 An insurer should require its insurance intermediaries, and all other persons 
or agencies acting on its behalf in preparing advertisements, to submit 
advertisements to it for approval prior to use of the advertisement. 

 No insurance intermediary may represent that he or she is affiliated with or 
representing a funeral operator or funeral establishment unless he or she is 
an authorized agent of the funeral operator or funeral establishment. 

 
The definition of ‘financial services’ with regards to funeral provision does not only 
cover those products that provide a monetary pay-out. It also covers those products 
where, in return for a premium, a provider agrees to pay other non-financial benefits. 
In the funeral industry, the intermediary often offers more than just the regulatory and 
interpretation requirements. They offer valuable non-financial benefits. This may be a 
funeral policy but also extends to the emotional support and ‘helping hands’ services 
provided in return. 
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Source: Source: Genesis Analytics  
 
Burial Societies (Emotional Support) versus Funeral Insurance (Protection) 
Therefore, intermediaries fulfill a vital role in ensuring that the policyholder truly 
understands the cover granted under their policy. This is not only a moral but also 
regulatory requirement. Now that we understand the funeral insurance and it’s target 
market better, we will continue our analysis, in Module 2, by looking at different 
funeral benefits and burial societies.  
 
It is argued that burial societies offer support from the community and members 
which far outweigh the risk that someone will steal the contributions. However, as 
these societies are not regulated to the extent of insurers, they are not seen as the 
safest option. 
 
SO1 AC5: The reason for a waiting period before funeral cover commences is 
explained and an indication is given of exceptions to the waiting period. 
 
There is normally no waiting period in respect of benefits payable where the death of 
the life assured was due to accident, but, in the absence of underwriting, only if it 
was due to natural causes. The reason doubtless is that if a natural cause is known 
to exist, imminent death may well be predictable while accident, if it is a true one, 
never is. The absence of a waiting period would thus encourage the possibility of 
anti-selection. 
 
During a contractual waiting period, the policyholder is obliged to make payment but 
enjoys no cover in respect of the excluded risk. Even so, waiting periods as such are 
not unreasonable; they are a necessary counterweight to balance the absence of 
underwriting. 
 
But the period during which premiums are paid while no cover exists, may be 
unreasonable.  It is all a matter of refining the balance between the extent of risk and 
the affordability of premiums. The more confined the risk, the more modest the 
premiums. 
 
 
Does a contractual waiting period have any bearing on a possible defence of 
non-disclosure?  
 
Take this imaginary example: Mr A is aware that he has cancer. He deliberately does 
not disclose it to the insurer when he applies for funeral cover. He joins the scheme 
with a 12-month waiting period. Assume that he dies within 12 months of his 
application being accepted. His estate would have no claim. If, on the other hand, he 
dies after 12 months, his estate would have a claim, unless the insurer is entitled to 
repudiate liability on the basis of non-disclosure generally or because of a particular 
exclusion clause relating to cancer. By not insisting on underwriting, the insurer, 
regardless of any waiting period, in effect waives any defence of material non-
disclosure which might otherwise have been available to him. In the absence of an 
exclusion clause, the claim would have to be paid. 
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Exceptions to waiting periods 
It would doubtless have been a different situation if the contract had provided that 
the waiting period was to commence on the date of receipt of the first premium after 
acceptance of the application by the insurer, as some policies do provide.  
Once a policy, having lapsed for non-payment of premiums, is reinstated, the waiting 
period is restored. Nevertheless, on occasion it would be able to assist a 
complainant on equitable grounds when the policy lapsed due to unforeseen 
circumstances not attributable to the complainant and death occurred during the 
revived waiting period. 
 
As mentioned above, the FAIS act requires explanation of these terms in plain 
language. This is even more true when considering the target market of funeral 
insurance. In their 2006/2007 annual review the Life Offices’ Association identified 
the role of funeral insurance: “Funeral Insurance is one of the most commonly used 
insurance products, especially in the lower income groups. It is also often the first 
exposure to the long term insurance industry, which most South African citizens 
have. It is thus very important that this first engagement with individuals is a positive 
one.” 
It is a well known fact that lower income groups have less access to adequate 
education resulting in lower financial literacy. Therefore the intermediary is a vital link 
in the process to explain and interpret the policy documents including waiting 
periods, exclusions, cover, premium etc. We will therefore be looking at the role of 
intermediaries in depth. 
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Module 2 
 

Different funeral benefits related to funeral insurance and burial 
societies 

 
This Module deals with:  

 The immediate costs that have to be considered when someone passes away 
are listed and an indication is given of the likely cost of each item on the list 
for own circumstances; 

 The different benefits offered in funeral policies are named and compared for 
two different policies; 

 The benefits of belonging to a burial society are explained and an indication is 
given of the role of burial societies in the community;  

 The risk attached to having, or not having funeral cover is compared with 
reference to the consequences for a family;  

 The role of funeral insurance is compared to the role of a burial society. 
 

 
SO2 AC1: The immediate costs that have to be considered when someone 
passes away are listed and an indication is given of the likely cost of each item 
on the list for own circumstances. 
 
Costs to be considered would include:  
Administration: The administration costs of a funeral cover the embalming, the staff 
needed for the funeral and the facilities used such as chapel, preparation room and 
reception room. 
 
Transportation: The coffin should be moved from the chapel to service area and the 
transport should be previously arranged. Generally a limousine is used for the 
immediate family of the deceased but cars could also be rented for the other family 
members and the close friends of the departed. What are really expensive in a 
funeral are the coffin and a temporary grave marker. These are the merchandise 
costs that should be considered, as well. 
 
Coffins: It is true that you can save some money by purchasing cheaper markers 
and coffins, however most families feel obliged to honor the deceased with the very 
best that can be offered.  
 
There are other aspects which should be accounted; these are the cash 
disbursements; some money should be set aside for flowers. Apart from flowers, you 
might buy a cemetery plot which should be added to the funeral costs. Printing 
materials could also add up to the costs as you will need obituaries, invitations, 
announcements and a death certificate. 
 
However, the main cost of cash disbursements comes from the headstone of the 
grave. Its price varies a lot and you can buy a cheap or a very expensive one 
depending on your finances. Other things which might be easily forgotten but should 
also be added to the funeral costs are guest books, honorariums and the price of 
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food for the wake. When arranging a funeral most funeral homes will explain you all 
the different funeral costs and will leave you choose the best options for you. 
Then they will make all the arrangements needed for the funeral. The funeral costs 
are different in the different funeral homes but they all include the many costs we 
mentioned above. This information might be helpful to you in case you have to 
arrange a funeral. After all, the funeral should run smooth and you have to pay the 
funeral costs but you should watch out that you are not financially burdened with 
unforeseen costs. 
 
The Life Offices’ Association estimated the costs of a funeral as follows: 
 

Standard Coffin                                  R2 275       
Service Fee R2 500 
Extras (church fee and program)   R2 000    
Grave R1 350  
Press Notices    R   850  
Total  R8 975 

 
Other costs that need to be considered include: 
 

 Repatriation: To transport a body and mourning family members from Cape 
Town to Eastern Cape can cost between R6 000 to R8 000.  

 Catering: This will include food, tents, chairs and cooking utensils. If entirely 
outsourced, both the funeral and vigil can cost from R3000 to R5000.  

 Transport: Family vehicles and buses for mourners.  
 Rental of sound system.  

 
It is therefore important to plan your funeral and ensure you choose the right policy 
which provides the right cover. 
 
SO2 AC2: The different benefits offered in funeral policies are named and 
compared for two different policies. 
 
The benefits offered in funeral policies usually differ from insurer to insurer.  The 
general benefits usually are: 

 Your premiums increase only once a year. 
 If death of an Insured Life, due to causes other than an accident, occurs in the 

first 6 months from the application date, a Benefit equal to the amount of the 
monthly premiums received, in respect of that benefit, will be paid. 

 If you miss up to 6 premiums, you might still be covered. This is only 
applicable after your first 6 month’s premiums were received. 

 If your policy is cancelled, it may be restarted under certain conditions  
 Cover starts immediately 

 
A popular alternative to funeral insurance is the Burial Society. 
 
Below is the comparison between Hollard Funeral Policy and the Old Mutual Funeral 
policy. 
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Hollard Funeral Plan benefits 
Hollard Funeral Plan offers affordable funeral cover which includes the following: 

 Cover that ranges from R5 000 to R50 000 in multiples of R5 00 
 Immediate Accidental Death Benefit - provides cover in the event of an 

insured person’s accidental death 
 Annual increase of your cover – ensures that your cover keeps pace with 

inflation 
In addition, you have the option of attractive benefits such as a groceries benefit 
and an unveiling/ memorial benefit. You also have the option to add the valuable car-
hire service (Vehicle Access Benefit) provided by a Hollard Partner. Read more 
about these benefits below. 
 
Family Funeral Benefit 
Family Funeral Benefit pays an amount on the death of your partner and up to five 
of your children under the age of 21 years: 

 Up to R50 000 payout for your partner 
 50% of the family funeral sum assured, with a maximum of R10 000 for each 

child 
 
Vehicle Access Benefit 
Vehicle Access Benefit provides the use of a rental car through Avis. This service, 
provided by Mocking Bull Pty (Ltd), offers: 

 The use of a car for up to six days 
 Unlimited mileage 
 First full tank of petrol free 
 No deposit to get the car 
 Any family member with a valid driver’s license can be designated as the 

driver 
 
Monthly Provider Benefit (Groceries Benefit) 
Monthly Provider Benefit (Groceries Benefit) pays a fixed monthly benefit of up 
to R1 200 for 12 months on your death and can be used to pay for groceries or any 
other essential monthly expenses. Your partner can be covered by this benefit if 
added to your funeral plan. Payout amounts depend on the option and cover level 
chosen. 
 
Memorial Benefit (Unveiling Benefit) 
Memorial Benefit (Unveiling Benefit) pays out up to R10 000 one year after your 
death or your partner’s death, to assist your family with the expenses of the unveiling 
ceremony. Your partner can be covered by this benefit if added to your funeral plan. 
Payout amounts depend on the option and cover level chosen. 
 
Accidental Death and Disability Benefit 
Personal Accident Benefit provides cover in the event of an insured person’s 
accidental death or accidental permanent disability. 
The Hollard Funeral Plan provides immediate cover of up to R50 000 for accidental 
death since there is no waiting period for accidental death cover. 
However, the Personal Accident Benefit provides additional cover for accidental 
death and accidental disability for up to R100 000. The injuries covered are those 
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that are external, visible and violent, excluding those that occur as a result of a pre-
existing illness or physical defect. 
Benefits include: 

 Up to R 100 000 cover for the main member in multiples of R25 000, with a 
minimum of R50 000 

 Option to cover your partner for the same sum assured 
 Option to cover up to 5 children (benefits limited for children under 14 years 

by legislation) 
 
Parents Funeral Benefit 
Parents Funeral Benefit covers your parents and parent-in-laws for up to R10 
000 in funeral cover (for a small extra premium), as long as they are under the age of 
75 when their cover commences. 
 
Old Mutual Funeral Plan 
The Old Mutual Funeral Care Range offers you affordable funeral cover. This range 
offers you an Individual Funeral Plan, Family Funeral Plan and Parents Funeral Plan. 

 Affordable funeral benefit to help pay towards funeral expenses. Start 
investing from R29/month. 

 Premium holiday - Miss up to six premiums and still be covered (applicable 
after the first six monthly premiums have been received). 

 Starts again benefit - If your policy is cancelled it may be restarted under 
certain conditions. 

 Access to Family Support Services which offers services such as: transport 
of the deceased to a funeral home closest to the burial; trauma, assault and 
HIV treatment; legal support; health advice; emergency medical response. To 
access Family Support Services, call 0860 00 19 19. 

 Zimele Compliant - The Individual, Family and Parents Funeral Plans comply 
with the minimum standards which entail fair charges, easy access and 
decent terms. 

 Grandparents, grandchildren 
 Brothers, sisters, brothers-in-law, sisters-in-law 
 Nephews, nieces, aunts, uncles, cousins 
 Additional spouses, own children not covered under immediate family. 

 
This product enables you to cover yourself, your immediate family and your 
extended family. Please note that it is only accessible through an adviser.  

 This benefit helps pay towards funeral expenses. 
 Minimum premium is R70 per month. 
 Maximum benefit payout is R30 000. 
 Premium holiday - miss up to 6 premiums and still be covered (only applicable 

once first 6 months premiums paid). 
 Cash back benefit - you get cash back every 5 years. The payout is 

equivalent to 5 monthly premiums. 
 On accidental death double the amount of benefits is paid out. 

 
Funeral Support Services 
As an Old Mutual Group Life or Family Cover policy member, you and your 
immediate family (spouse and dependent children) will qualify for the Funeral 
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Support Service at no additional cost. The service provides worldwide transportation 
of the deceased (from anywhere in the world) to the place of burial within South 
Africa, and includes the following features: 

 A 24-hour call centre, operated in all 11 official languages. 
 Inside South Africa one relative may accompany the body, and overnight 

accommodation will be arranged. 
 Advice on the handling of all the necessary documentation. 
 Assistance in finding a tombstone provider. 
 Referral to a pathologist. 
 Referral to a psychologist or psychiatrist. 
 Discounted funeral packages. 

 
 
SO2 AC3: The benefits of belonging to a burial society are explained and an 
indication is given of the role of burial societies in the community 
 
A burial society is a form of friendly society. These groups historically existed in 
England, and constituted for the purpose of providing by voluntary subscriptions, for 
insuring money to be paid on the death of a member, or for the funeral expenses of 
the husband, wife or child of a member. 
 
Some burial societies pay a specified benefit on the death of a member or 
dependant, which may differ according to whether the deceased was a member or 
dependant, and if a dependant, whether he or she was a child, a spouse or a parent 
(or parent-in-law). They may also (and in the case of ‘traditional’ burial societies 
generally do) provide help and utensils for the funeral, as well as groceries, 
condolence cards, wreaths and transport for mourners. 
 
Burial societies are usually formed by members of a family or kinship group, and the 
average society has 50 to 80 members. A nationwide survey found that burial 
societies rather than formal institutions, such as banks and insurance companies, 
are meeting most of the demand for funeral cover especially in the lower income 
population. 
In disadvantaged communities where the income level of residents is low, the costs 
of giving family members a proper burial are not affordable.  In many communities, 
groups of people come together to pool funds which are paid to a member when 
required. It is said that every month, approximately R 1.8 billion is changing hands in 
burial societies in South Africa. 
 
The high cost of funerals and the rising mortality rate among breadwinners have 
driven up the demand for funeral policies, with 39% of South Africans claiming to 
have funeral cover of some kind, with majority of the low income population 
belonging to burial societies. These societies are based largely on trust.   
 
Some collect contributions each month for a pool of funds that is accessed when a 
member dies, while others collect money from members only when another member 
dies. They often establish a relationship with selected funeral service providers who 
often offer a discounted rate for the provision of funeral services to a partner burial 
society member.  
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SO2 AC4: The risk attached to having, or not having funeral cover is compared 
with reference to the consequences for a family 
 
Taking out a funeral policy seems like a sensible option for many South Africans who 
don’t want to leave their families in the lurch when they pass away. However, people 
should research all their options thoroughly before they sign on the dotted line. 
 
People who are thinking about purchasing a funeral policy should also consider 
investigating the benefits of life insurance.  Basically, the sole purpose of taking 
funeral cover is to help your family pay for the costs of your funeral.  Life insurance 
on the other hand, is much more than that. By taking out a life policy, you are insuring 
your life, and ultimately, safeguarding your family’s financial security if tragedy 
strikes. The benefits of having a life insurance policy in place are numerous as not 
only will it pay out a lump sum to you if you become retrenched or if you are 
accidentally injured or disabled and can no longer earn an income, but it will also 
ensure that if you pass away, your loved ones can continue living their life, financially 
secure. For example, the payout from a life insurance policy can be used to fund your 
child’s future education.  
 
In addition, a life insurance policy can also settle any debt you may have, such as car 
or house repayments, so that your family is not burdened with this responsibility. 
 
Depending on the type of cover and benefits your life policy provides, you may also 
receive a payout if you become terminally ill.  
 
People must also make sure that they fully understand the benefits of the funeral 
policy they are purchasing and must do some research on the company they are 
going to be insured with before signing on the dotted line. Life insurance policies 
generally cost a bit more each month compared to funeral policies, but they also 
generally pay out much more. For instance, a funeral policy will cost in the region of 
R50 per month for about R10 000 worth of cover. Life insurance for a 30 year female 
on the other hand will cost in the region of R120 per month but the payout will be R1 -
million.  
 
Once you have made your decision you need to ensure that you stick to policy 
conditions. Certain policies will lapse after the third unpaid term and the policyholder 
might not qualify for reinstatement.  
 
A clause could be included in the policy to the effect of: “While the Policy Owner has 
the policy, he/she may not miss more than 6 premiums in total for the Insured Life to 
still be covered.” Therefore, upon claim it could be that policyholder would not be 
covered as the conditions required were not met.  
 
Funeral Insurance and Financial Planning 
As a risk management tool available to most South Africans, it is vital in our analysis 
that we identify the role of funeral insurance in financial planning. 
Whether you have funeral insurance or belong to a burial society, the risk of not 
having funeral cover is too high to ignore for most lower income South Africans.  
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SO2 AC5: The role of funeral insurance is compared to the role of a burial 
society. 
 
 

Burial Society Funeral insurance 

Typically composed of people “with something in 
common”; ethnic origin, profession, church, 
kinship, neighbourhood 

Funeral policies” are formal versions of 
burial societies 

But no social aspect 

Primary function is to assist with funeral costs 

But may also provide food, services in this context 

Serve social functions, not just when deaths occur 

Formal insurance may be less accessible 
than burial societies 

Fixed cost, minimum purchase, Limitations 
in physical presence 

Covers the member and family members 

payouts tend to be fixed irrespective of risk 

Most societies collect money at regular meetings 

But some collect money only when deaths occur 

Strict rules and codes of conduct 

Sometimes in writing, but almost always known to 
all members 

Fines for non-compliance are common 

Compared to holders of formal funeral insurance, 
burial society members are more likely to be: 

Female, Less educated, Poorer, Unemployed, 
Unbanked, Saving informally, Unmarried, living 
with parents 

Burial societies bundle insurance and social goods 

But even from a pure insurance point of view, 
burial societies differ from formal insurance 

Like most informal financial arrangements, it is 
based on superior (local) information 

Therefore, it can be more flexible in terms of 
payments 

Informal insurance may allow you to “pay when 
you can afford it”  

Essentially an income-smoothing feature 
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Module 3 
 

Funeral insurance as part of financial planning 
 

This Module deals with:  
 The impact of age on policy premiums with reference to actual examples; 
 The concept of life expectation using a graph to illustrate the underlying 

principles; 
 A premium calculated for a specific policy using a calculator; 
 The procedure to be followed by the family when a relative covered by a 

funeral policy passes away and an explanation of the consequences of not 
following the correct procedure. 

 
SO3 AC1: The impact of age on policy premiums is explained with reference to 
actual examples. 
 
Considering the statistics it is understandable that as the risk associated with an age 
group increases, so will the premiums. Below is an example of a table of funeral 
insurance premiums.  
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SO3 AC2: The concept of life expectation is explained using a graph to 
illustrate the underlying principles. 
 
Life expectancy refers to the number of years that people in a given country or 
population can expect to live. Conceptually, life expectancy and longevity are 
identical; the difference between them lies in measurement issues. Life expectancy 
is calculated in a very precise manner, using what social scientists call "life table 
analysis." Longevity is not associated with any particular statistical technique. Both 
life expectancy and longevity are distinct from life span, which refers to the number 
of years that humans could live under ideal conditions. While life expectancy is 
based on existing data, life span is speculative. Partly because of its speculative 
nature, there is considerable debate about the possible length of the human life 
span. 
 
Figures released by Statistics South Africa indicates that the life expectancy in South 
Africa is 50.7 years. The main reason for the drop in life expectancy is Aids as the 
HIV prevalence rate in 2004 was estimated to be 15.2% in 2004 compared with 
14.79% in 2003, 13.05% in 2000 and only 3.82% in 1994. Aids has "cost" South 
Africa an estimated 1.7 million people as the population of South Africa was 
estimated to be 46 586 607 in the middle of 2004, while without the Aids epidemic, 
South Africa's population would have been 48.3m. 
 
This means that if a person starts paying for funeral insurance from the age of 30, 
would pay 240 premiums on average before a claim would be lodged. The insurer 
needs to consider these figures amongst others, to determine the most adequate 
premium to cover the claim. 
 
Human life expectancy patterns 
Humans live on average 49.42 years in Swaziland and 82.6 years in Japan, although 
Japan's recorded life expectancy may have been very slightly increased by counting 
many infant deaths as stillborn. An analysis published in 2011 in The Lancet 
attributes Japanese life expectancy to equal opportunities and public health as well 
as diet.  
The oldest confirmed recorded age for any human is 122 years. This is referred to as 
the "maximum life span", which is the upper boundary of life, the maximum number 
of years any human is known to have lived.  
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LIFE EXPECTANCY TABLE – MALES 
  
 

Age 
Life 
Expectancy Age

Life 
Expectancy Age

Life 
Expectancy 

0 74.83 40 37.28 80 7.62 
1 74.40 41 36.36 81 7.15 
2 73.43 42 35.46 82 6.70 
3 72.46 43 34.56 83 6.26 
4 71.47 44 33.67 84 5.84 
5 70.49 45 32.78 85 5.45 
6 69.50 46 31.90 86 5.08 
7 68.52 47 31.03 87 4.73 
8 67.53 48 30.17 88 4.40 
9 66.54 49 29.31 89 4.09 
10 65.55 50 28.46 90 3.80 
11 64.55 51 27.62 91 3.54 
12 63.56 52 26.79 92 3.29 
13 62.57 53 25.96 93 3.06 
14 61.59 54 25.14 94 2.86 
15 60.61 55 24.33 95 2.68 
16 59.65 56 23.52 96 2.52 
17 58.70 57 22.71 97 2.38 
18 57.75 58 21.92 98 2.25 
19 56.81 59 21.13 99 2.13 
20 55.88 60 20.36 100 2.02 
21 54.95 61 19.60 101 1.91 
22 54.02 62 18.85 102 1.81 
23 53.10 63 18.11 103 1.71 
24 52.17 64 17.38 104 1.61 
25 51.25 65 16.67 105 1.52 
26 50.32 66 15.96 106 1.43 
27 49.38 67 15.27 107 1.35 
28 48.45 68 14.59 108 1.26 
29 47.52 69 13.93 109 1.19 
30 46.58 70 13.27 110 1.11 
31 45.64 71 12.64 111 1.04 
32 44.70 72 12.01 112 0.97 
33 43.76 73 11.41 113 0.91 
34 42.83 74 10.81 114 0.84 
35 41.89 75 10.24 115 0.78 
36 40.96 76 9.68 116 0.72 
37 40.04 77 9.14 117 0.67 
38 39.11 78 8.62 118 0.62 
39 38.19 79 8.11 119 0.57 
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LIFE EXPECTANCY TABLE - FEMALES 
 

Age 
Life 
Expectancy 

 
Age

Life 
Expectancy

 
Age

Life 
Expectancy 

0 79.96 40 41.46 80 9.22 
1 79.45 41 40.52 81 8.65 
2 78.49 42 39.58 82 8.11 
3 77.51 43 38.65 83 7.59 
4 76.52 44 37.72 84 7.09 
5 75.54 45 36.80 85 6.62 
6 74.55 46 35.88 86 6.17 
7 73.56 47 34.96 87 5.74 
8 72.57 48 34.06 88 5.33 
9 71.58 49 33.15 89 4.96 
10 70.58 50 32.25 90 4.60 
11 69.59 51 31.35 91 4.28 
12 68.60 52 30.46 92 3.97 
13 67.61 53 29.57 93 3.70 
14 66.62 54 28.68 94 3.44 
15 65.64 55 27.81 95 3.22 
16 64.66 56 26.94 96 3.01 
17 63.68 57 26.07 97 2.83 
18 62.71 58 25.22 98 2.66 
19 61.74 59 24.37 99 2.50 
20 60.76 60 23.53 100 2.36 
21 59.79 61 22.71 101 2.22 
22 58.82 62 21.89 102 2.08 
23 57.84 63 21.08 103 1.95 
24 56.87 64 20.29 104 1.83 
25 55.90 65 19.50 105 1.71 
26 54.93 66 18.72 106 1.60 
27 53.96 67 17.95 107 1.49 
28 52.99 68 17.19 108 1.39 
29 52.02 69 16.45 109 1.29 
30 51.05 70 15.72 110 1.20 
31 50.08 71 15.01 111 1.11 
32 49.11 72 14.31 112 1.03 
33 48.14 73 13.62 113 0.95 
34 47.18 74 12.95 114 0.87 
35 46.22 75 12.29 115 0.80 
36 45.26 76 11.64 116 0.73 
37 44.30 77 11.01 117 0.67 
38 43.35 78 10.40 118 0.62 
39 42.40 79 9.80 119 0.57 
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 Source: http://www.ssa.gov/OACT/STATS/table4c6.html
 From the table it is clear that the older the person gets, the lower is the life 
expectancy. In light thereof the later a person joins a funeral scheme, the 
more expensive it will become – premiums will be higher because the 
chances are that the Insurer will have to pay the benefits. 
From the information in the tables it appears that women have a higher life 
expectancy. 
 
 

SO3 AC3: A premium is calculated for a specific policy using a calculator. 
 
Let‘s use an example to calculate the premiums and benefits payable: 
Jack is 53 years old and his wife Stacy is 47 years old. 

1. Should Jack take out a policy with R5 000 cover and a paid-up benefit 
on death, he will pay R30 per month. 

2. Should he rather go for the option of a paid-up benefit on death and 
retirement, he will pay a monthly premium of R37.50. 

3. Should Jack take out a policy for him and Stacy with R5 000 cover and 
a paid-up benefit on death, he will pay R60 per month. 

 
Should he rather go for the option of a paid-up benefit on death and retirement, he 
will pay a monthly premium of R75. 
As stated earlier, premiums in this section of the market are often low and benefits 
commensurately moderate. Being modest, the premiums are frequently collected in 
person and in cash since not all policyholders are possessed of bank accounts. So, 
too, not all policyholders, trusting as they sometimes are, insist on or retain written 
receipts issued in respect of such payments. The door for chicanery and fraud is 
thus wide open. 
Premiums are normally required to be paid in advance. A policyholder is covered 
only for as long as premiums are being paid. Strictly speaking, the moment a 
policyholder is in arrears with the payment of his premiums, his claim for payment 
may be resisted.  In terms of the Long-term Insurance Act, however, insured are 
granted a period of grace of 15 days to purge any default.  The cover will accordingly 
continue for that period even if the relevant premium is in arrears. If at the end of the 
period, a premium is not paid, the policy, if it so provides, will automatically lapse but 
may be reinstated if the arrears are paid within a given further period.  Once that 
period has expired, no unilateral reinstatement can be made and all the benefits of 
the policy will be lost since a funeral policy, unlike a typical life policy, commonly has 
no surrender value. 
Policyholders sometimes think that their funeral policies are savings schemes. They 
may be mistaken.  If premiums consistently remain unpaid, there is little the Office 
can or should do to assist recalcitrant policyholders. 
 
The provision that premiums are to be paid within a given period is inserted in the 
contract primarily in the interest and for the benefit of the insurer. The insurer may 
enforce it but may also decide to waive compliance. The waiver may be express or 
by conduct. The conduct may consist of the regular acceptance over a prolonged 
period of accumulated late payments. Such conduct, even if not intended as a 
waiver, may be treated as such if the insured would reasonably have been justified in 
believing, on the strength of the insurer’s past conduct, that the latter did not insist on 
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strict and prompt payment and that arrear payments could accordingly be remitted 
even after the lapse of several months. The insurer’s past pattern of conduct, in 
consistently accepting late payments without objection or caution, could thus be 
raised by the insured as a replication to the insurer’s defence to the insured’s claim 
to a benefit under the policy that the policy had lapsed for non or late payment of 
premiums. 
 
 
SO3 AC4: The procedure to be followed by the family when a relative covered 
by a funeral policy passes away is outlined and an explanation is given of the 
consequences of not following the correct procedure. 
 
Once a family member has passed away, the insured should put in a claim at the 
insurer.  The process in this regards follows: 
 
Claims 

 The beneficiary is required to supply the insurer with a copy of the policy 
summary to prove that he/she is indeed the beneficiary. Where there is no 
beneficiary nominated, the claim will be paid according to the policies and 
procedures of the insurer.  

 
Documentation for Claims 
The following documents could be required when a claim is made: 

 Claim forms; 
 Identity document of the claimant/beneficiary; 
 Membership certificate (if available); 
 Death certificate of the person claimed for. 

 
The following additional documentation could be required when claiming for 
spouses: 

 The marriage certificate of the member and spouse, or acceptable proof of 
marriage. 

 
The following additional documentation could be required when claiming for 
children: 

 A birth certificate; 
 Infirm children – a letter from a medical practitioner to confirm infirmities. 

 
The documentation required will depend on the insurer. 
 
In the final part of our analysis we will be looking at the clients served within funeral 
insurance. 
 
Consequences of not following the correct procedure 
In the event that this claim or any supporting documents is found to be false and or 
dishonest, most insurance companies reserves the right to proceed with legal action 
against the claimant or any other parties involved. 
If the correct procedure is not followed, this may result in either; 

 A delay in payment which many have dire consequences for the grieving 
family; or 
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 The claim being denied by the insurance company 
 
The information provided in respect of the claim and policy may be verified against 
other sources of information or databases including Medical Practitioners, hospitals 
or any other person to disclose and or hand over to the insurer, or its 
representatives, any details, records and or documents relating to treatment and or 
illness, injury or general information relevant to the claim or such information as may 
be necessary or required to consider this claim. 
 
It is therefore important that the claim form be completed accurately to enable the 
insurer to verify all information with minimum hassle to avoid delay. 
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Module 4 
 

Knowledge of customer profiles and risk to funeral insurance 
 
This Module deals with:  
 Questions to establish a basic customer profile; 
 The risk category most likely to apply to the customer profile for two different 

funeral policies; 
 Possible funeral funding options for the customer profile; 
 An explanation as to why funeral policies pay out more in the case of the death 

of an adult than they do for a child. 
 
 
SO4 AC1: Questions are formulated and used to establish a basic customer 
profile 
 
Customer profile is a thing that can be categorized as a basis for an insurance 
company in cooperation with customers. A customer profile is made in priority in 
emphasizing the importance of cooperation that should be well maintained. Valuable 
information is obtained from the customer profile and is used in checking the 
feasibility of a person who will be part of the company. 
One part of the customer profile is a place to live, family relationships, customer’s 
status of marriage and so on. By knowing the profile segment of customers, a 
company can quickly assess the feasibility of a person who will join and make 
customers loyal to the company. 
 
Questions used to establish a basic customer profile 
1. What is your current age? 
2. What is your gender? 
3. What is your current marital status? 

a. Married 
b. Single 

4. Which type of cover do you wish to apply for? 
a. Individual 
b. Family 
c. Extended family 

5. What is the age of your spouse? 
6. Do you have any children? 

a. If yes how many? 
i. Enter age of first born 
ii. Enter age of second born 
iii. Enter age of third born 
iv. Enter age of fourth born 

7. If you are applying for Extended family cover, please state the details of your 
extended family 

8. Are you employed? 
9. What is your monthly salary? 
10. What is your height and weight? 
11. Do have any pre-existing medical conditions? 
12. Lifestyle information: 
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a. Have you smoked tobacco or any other substance in the last 12 
months? 

b. How much alcohol do you consume? 
c. What are your hobbies 

13. Choose your cover and premium 
14. What additional benefits would you like to apply for/ 

a.  Monthly Provider Funeral Benefit  
b. Memorial Benefit 

 

SO4 AC2: The risk category most likely to apply to the customer is identified 
and matched to the customer profile for two different funeral policies. 
 
One of the best things about funeral insurance plans is that they are affordable and 
accessible to everyone. Funeral insurance premiums are payable monthly so the 
cost is spread out over the course of a year, instead of coming all at once every six 
or twelve months. Plus, signing up for a funeral insurance plan does not require a 
medical exam, so people in high risk categories, such as smokers, or with pre-
existing medical conditions can still qualify. 
 
The risk categories most likely to apply to funeral insurance customers are shown in 
the table below. These can be determined from the customer profile in the previous 
section. 
 

 
 
 
 

  Age Gender Lifestyle Health 

H
ig

h
 r

is
k 

above 65 Male Heavy Smoker Pre-existing chronic medical 
conditions  

    High alcohol consumption  e.g. Cancer, HIV 

    Dangerous hobbies e.g. 
Skydiving 

  

        

M
ed

iu
m

 R
is

k 

Between 25 and 
64 

Female Moderate Smoker  Non-life threatening medical 
conditions 

    Moderate alcohol 
consumption 

  

    Moderate Exercise   

        

L
o

w
 r

is
k 

Below 25   Non smoker No pre-existing medical conditions 

    Non drinker   

    Exercise frequently   
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Let us now analyse how the risk category most likely to apply to the 
customer would impact a funeral policy differently.  
 
 
How different age profiles pay different premiums 
WHAT ARE THE MONTHLY PREMIUMS?  

DESCRIPTION COVER PREMIUM 

Single person or parent up to age 65 next birthday R5 000 R20, 00 

Single person or parent up to age 65 next birthday R10 000 R38, 00 

Single person aged 66 - 75 next birthday R5 000 R39, 60 

Family up to age 65 next birthday of oldest member R5 000 R38, 00 

Family up to age 65 next birthday of oldest member R10 000 R72, 20 

 
Example Extended Family Premiums 

Age Bracket of extended family member 
R 5 000 
Cover 

R 10 000 
Cover 

1 to 15 years next birthday R3.75 R7.10 

16 to 25 years next birthday R5.50 R10.45 

26 to 40 years next birthday R17.95 R34.10 

41 to 50 years next birthday R19.65 R37.35 

51 to 60 years next birthday R21.90 R41.60 

61 to 65 years next birthday R24.15 R45.90 

66 to 70 years next birthday R31.45 R59.75 

71 to 75 years next birthday R46.20 R87.80 

 
Younger members fall into a lower risk category and hence pay lower premiums than 
older members; e.g. 
 
A 15 year old pays only R7 .10 for R10 000 cover 
A 35 year old pays only R34 .10 for R10 000 cover 
A 60 year old pays only R41.60 for R10 000 cover 
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SO4 AC3: Possible funeral funding options are presented for the customer 
profile. 
 
Once the needs and wants of the client has been established the right funeral 
insurance can be suggested. Often the application forms are designed in such a way 
that the insurer can identify the needs by completing the application form.  
 
Funeral policies usually allow the client the following benefit options:  
 
Cover for yourself  
You can choose to take up to a maximum amount of funeral cover which will provide 
adequate funds to cover your own funeral expenses. This type of cover has lower 
premium rates compared to the other types of cover available.  
 
Cover for yourself and your spouse  
You can take up to a maximum limit of funeral cover for yourself and your spouse.  
 
Cover for your immediate family  
Funeral Funder allows you to provide funeral cover for yourself, your spouse and 
dependent children.  
 
Cover for parents  
Funeral Funder allows up to a maximum limit funeral cover for your parents and 
parents-in-law.  
 
Cover for relatives  
You can provide funeral cover for grandparents, grandchildren and any other family 
members. Cover for family members would only be allowed according to the scheme 
rules at the time. Funeral Funder allows for funeral cover for up to 5 relatives.  
 
Funding payment options 
Once the client risk profile has been identified it is important to make the client aware 
of how premiums will be collected. This is also referred to as possible funeral funding 
options. Options could include monthly payments via Debit, Stop or Cash payments. 
A yearly, quarterly or monthly option could also be available. This will depend on the 
insurer but it is of the utmost importance to make the client aware of these options to 
avoid a lapse due to non-payment. 
  
Funeral policies usually allow the client the following payment funding options:  
 
Cash and Cheques 
They are the simplest and the preferred form of payment. They are however limited 
by the amount of readily available funds you have. 
 
Credit Cards 
They offer the benefit of quick access to money. The charges also are not due until 
the next billing cycle which may be helpful because it allows time to transfer funds or 
wait for an insurance payment to clear. Also, most credit cards offer the ability to 
make incremental payments over a period of time.  
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Life Insurance Policies  
Many people have purchased life insurance policies or may have had them provided 
by an employer. Even relatively small policies can be significant when dealing with 
the costs of an unexpected death. Often, part or all of an insurance policy can be 
assigned directly to the funeral home to cover costs.  
 
 
Family Support 
Everyone knows that unplanned funerals can be expensive. Often other family 
members will offer to help with the costs. Even a loan from a relative can be a big 
help with unexpected expenses. 
 
Loans 
 Personal loans are available from almost all banks or credit unions and the 
application process is usually very simple.  

o Specialized Funeral Loans are designed specifically for funeral 
expenses and are available from companies such as 
www.funeralloanfinance.com and www.nationalunsecured.com/funeral. 
The application process is quick and an answer takes 24 to 48 hours. 
The application can be filled out on their website or they can provide 
you with a paper application. These services typically charge an 
application fee of about 10% but often with no interest for one year. If 
used prudently, they can serve as a reasonably priced loan for the 
better portion of a year. 

 
Prepaid Funeral Trusts 
 If the death has not yet occurred; one of the best ways to prepare for funeral 
expenses is to set money aside in a qualified funeral trust. Funeral trusts designate 
and protect funds even against the possibility of a funeral home closing. They also 
earn interest to counter the rise in expenses over time. Another benefit of funeral 
trusts is that they can be designated as “irrevocable”. This means that the funds 
would be protected from any debtors of the estate. If there is not much money 
available to prepay a funeral, the trust can be started with a small amount of money 
and then additional funds can be added later. Another option is to set up a life-
insurance policy to cover funeral costs.  
 
SO4 AC4: An explanation is given as to why funeral policies pay out more in 
the case of the death of an adult than they do for a child 
 
People often wonder why more money is being paid by the funeral policy in the case 
of the death of an adult, than in the case of the death of a child.  This can be logically 
explained: 
The premium for a child on a funeral policy is much less than that of an adult.  The 
benefit amount for a child will thus be much less.  It is also important to remember 
that the expenses for a child’s funeral are much less than the adult’s funeral, e.g. 
coffin, tombstone etc. 
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Glossary 
Insurance term Meaning 
Acceptance A willingness to accept the terms and conditions of a 

contract/circumstance etc. 
Assets Property and possessions that are regarded as having value.
Claim An application for compensation under the terms of an 

insurance contract.  To ask something, to say that something 
belongs to you.  When the policyholder claims compensation 
from the insurer for the loss of or damage to her/his 
possessions. 

Contributions What the company gives to the fund. 
Cover Funds used in insurance to meet a liability or to protect 

against loss. 
Deduct Means to take or withdraw.  Your company deducts money 

from your salary.  This means that your company takes 
money from your salary each month. 

Disclosure Revealing all the facts relevant to the insurance proposal.  If 
either party fails to do this, the contract may be declared 
invalid. 

Elected Chosen people who vote for them 
Endorsement A change in the terms of the insurance contract.  This may 

be a minor change such as a change in the policyholder’s 
address, or a major change such as a new and expensive 
item being added to the policy. 

Equal All are the same. 
Ex-gratia Usually in reference to a payment done due to a sense of 

moral obligation rather than legal requirement. 
Exclusions Situations under which insurance cover is no longer valid.  

For example exclusion on household might be that the 
insurer would not meet your claim if you went away for two 
weeks, leaving the alarm off and a door open, and then you 
were burgled. 

First amount payable The amount that the policyholder has to pay when making a 
claim on certain insurance policies, especially motor 
insurance policies and All Risks insurance. 

Fund managers Experts who look after the fund or its investments. 
Good faith When both the insurer and the insured provide all the 

relevant facts and do not try to hide anything. 
Household contents Everything that the house contains, such as furniture, 

kitchen equipment, clothing, carpets and other household 
items. 

Insurable Interest The legally recognised relationship between the insured and 
the financial loss that s/he suffers following a loss.  This 
must exist for an insurance contract to be considered valid. 

Insurance contract The legally binding, written agreement between the insurer 
and the insured. 

Insurance premium The charge that the policyholder has to pay for the cover 
provided by the policy.  This may be paid monthly, quarterly 
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Insurance term Meaning 
or annually. 

Insurance proposal The first stage of the contract, which is often drawn up by an 
insurance broker and submitted to the insurance company 
on the client’s behalf.  The proposal will include all the items 
to be covered and the proposed premium to be charged. 

Interest The money paid for the use of money that has been lent.  
When you deposit money in the bank, the bank will pay you 
interest on your deposit.  Similarly, when you borrow money 
from the bank through a credit card or home loan, you have 
to pay the bank interest on the money that the bank lent you.

Liability Responsibility for debt or financial obligations.  When used in 
the financial sense, the word “liabilities” refers to the money 
that you owe or your debts. 

Literacy The ability to read and write. 
Long-term insurance Insurance such as life, retirement funding, etc. where the 

client places a value on the person insured. 
Offer A proposal of business – a plan for insurance for example. 
Policy A contract of insurance. 
Premium An amount to be paid for a policy of insurance.  This is 

usually paid on a monthly basis. 
Preserving To preserve something is the same as saving something. 
Proposal A document which suggests the terms and conditions of an 

insurance contract. 
Query Means to ask questions about something. 
Ready to exit fund To go on retirement. 
Retirement fund A special type of savings fund that companies set up with 

their workers, to help them save money for retirement or 
illness. 

Risk Either the possibility of a loss against which insurance is 
taken out, or the item that is being insured. 

Schedule The list of items to be covered by the insurance contract.  
The schedule will include specified and non-specified items. 

Specified items Items that have been specifically described on the policy 
because they are valued at a higher price than the 
“automatic” cover would allow. 

Subject matter The items to be insured in an insurance contract. 
Tax deduction An amount of money that a person does not have to pay 

income tax on. 
Third party Someone other than the two persons who are primarily 

concerned, e.g. in a car accident between two motor 
vehicles which collided would be the first and second parties, 
and other people such as passengers would be the third 
party. 

Trustees People who are chosen to represent the employees. 
Employees ‘trust’ them to do a good job and to look after the 
retirement fund. 
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Insurance term Meaning 
Withdrawal Take some or all of the money out of a fund. 
Written request To write down instead of asking orally. 
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