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Analyse the different products available in the long term 
insurance industry and the benefits of each 

 
 
Introduction 
 
 
Purpose of the Unit Standard 
This Unit Standard is intended for all learners in Long-term insurance and wealth 
management including underwriters, claims assessors, and learners in new business, 
sales, policy servicing and administration. 
 
The qualifying learner is capable of: 

 Analysing Term Products to determine the cover. 
 Analysing Conventional Life Insurance products to determine the cover. 
 Analysing Universal Life Products to determine the cover. 
 Analysing Retirement Annuities to determine the structure. 
 Analysing Investment Linked Products to determine the cover. 
 Interpreting different supplementary benefits available with individual life policies. 
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Module 1 

 
Analyse Term products to determine the cover 

 
 
Learning Outcomes: 
 
By the end of this module you will be able to explain: 

 The concept of Term insurance with examples 
 The different components that make up a term product and illustrated graphically 
 The purpose of term products with reference to pricing 
 A specific Term policy document to determine the cover (covered in assessment) 
 Supplementary benefits and additional products linked to Term products 

 
SO1 AC1: The concept of Term insurance is explained with examples. 
A term policy is also known as a pure life policy . These types of policies provide risk 
cover for a particular term and are generally used as security for a debt over a specific 
term such as a home mortgage bond or key man insurance. 
 
Term life insurance is the original form of life insurance and is considered to be pure 
insurance protection because it builds no cash value. 
Because term insurance is a pure death benefit its primary use is generally to provide 
for covering financial responsibilities of the insured. Such responsibilities may include, 
but are not limited to consumer debt, dependent care, tertiary education for dependents, 
and mortgages 

 
There are three types of term policies: 
-level term policy 
-reducing term policy 
-increasing term policy 
 
Level Term Life Insurance 
Much more common than annual renewable term insurance, is guaranteed level 
premium term life insurance where the premium is guaranteed to be the same for a 
given period of years. The most common terms are 10, 15, 20, and 30 years. 

 
In this form, the premium paid each year is the same, and is based on the summed cost 
of each year's annual renewable term rates, with a time value of money adjustment 
made by the insurer. Thus, the longer the term the premium is level for, the higher the 
premium, because the older, more expensive to insure years are averaged into the 
premium. 

 
Most level term programs include a renewal option and allow the insured to renew for a 
maximum guaranteed rate if the insured period needs to be extended. This clause is 
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typically only invoked if the health of the insured deteriorates significantly during the 
term. 
 
Decreasing Term Insurance 
Many professionals view credit life insurance as decreasing term insurance with a 
different name, which is reasonable seeing as your debt reduces along with your 
premium. Never the less, the Insurance Institute of South Africa has classified the two 
as entirely separate from one another. There are two reasons for the distinct 
classification: 

 With credit life insurance you don’t need to provide evidence of health, while you 
do have to in the case of term insurance. 

 With term insurance, the policy has to be ceded to the lender, but with credit life 
the cession is usually part-and-parcel of the policy structure. 
 

Increasing term insurance  
It's a policy that is designed to take inflation into account. As the years pass, the sum of 
money that you have decided you need to have paid out when you die will lose value, 
relative to the cost of living. This type of policy builds inflation in - meaning that the sum 
you will be paid out increases by an agreed inflation rate each year. Your premiums are 
also designed to take this into account of course. (As an addendum to this - most 
normal insurance policies can be inflation linked - so this type of insurance can be built 
in to the other policy types.) 
 
 
Renewable and non -renewable term policies 
There are also renewable and non-renewable term life policies, both of which can be 
dealt with quickly. Renewable term life means that you automatically re-qualify and can 
continue with your existing policy once the original term has ended. On the other hand 
with non-renewable, a series of physical and health-related tests will be conducted 
when the policy expires, in order for the individual to qualify for a new policy. 
 
 
Features of a term policy: 
 Provides risk cover for the duration of a term 
 Extra benefits can be added such as disability and dread disease 
 A level term insurance policy provides the same amount of cover for the duration of 

the term 
 A reducing term policy provides a decreasing risk cover amount over the term at a 

pre-determined rate.  Normally this type of insurance is ceded to a bank as security 
for a mortgage bond.  The cover decreases at the same rate as the mortgage bond. 

 Unlike universal life policies, term policies do not have investment accounts. 
 They offer no cash or loan values.   
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SO1 AC2: The different components that make up a term product are explained 
and illustrated graphically 
 
Term life insurance policy has 3 main components –  

 face amount (protection or death benefit),  
 premium to be paid (cost to the insured),  
 and length of coverage (term).  

 

Payment: Death benefits are paid only on the death of the insured 
during the policy term. 

Premium: Inexpensive form of insurance, very low premium as 
policy may expire without paying out. 

If alive at the end of the 
policy/coverage term: 

No payout 

Advantages: Term insurance is less expensive and affordable. 

Factors to consider: Benefit amount, Premium, length of term. 

Policy Duration: Common terms are 10,15, 20 or 30 yrs 

Definition: An original form of life insurance and considered to be 
pure insurance protection in which death benefit would 
be paid by the insurance company if the insured died 
during the term, while no benefit is paid on maturity of 
the term. 

 
 
 
 
 
 
 
 
 
 
 
 
 



119478 Learner Guide 

INSETA copyright 2014 
 

5

 

 

 
Graphic example of a level term insurance: 

 
 
 
 
 
 
 
 
  
    
 
           
 
 
     

 
 
 
Graphic example of a decreasing term insurance 

 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
 
SO1 AC3: The purpose of term products is explained with reference to pricing 
Term life insurance is an inexpensive way to make sure that certain expenses will be 
covered if you should face an untimely death during a specified period of time.  Some 
websites offer term insurance quotes that will give you information on the best coverage 
rates available to you, so that you can make an informed decision.  Those who sign up 
for term life insurance usually have certain financial goals in mind that they want to 
ensure are achieved even if they should die: paying off the mortgage, paying for the 
kids’ tuition, paying off medical or credit card debt. Because term life insurance is a pure 
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death benefit, its primary use is to provide coverage of financial responsibilities, for the 
insured. Such responsibilities may include: 

i) college education for dependents,  
ii) funeral costs,  
iii) Estate planning  
iv) Maintenance of dependents’ standard of living in case of your untimely death  
v) Protection of spouse until your retirement years  
vi) Payment of mortgage and other debts in case of your untimely death  

Term life insurance is generally chosen in favour of permanent life insurance because it 
is usually much less expensive (depending on the length of the term). Many financial 
advisors or other experts commonly recommend term life insurance as a means to 
cover potential expenses until such time that there are sufficient funds available from 
savings to protect those whom the insurance coverage was intended to protect.  
Example, an individual might choose to obtain a policy whose term expires near his or 
her retirement age based on the premise that, by the time the individual retires, he or 
she would have amassed sufficient funds in retirement savings 
 
 
 
SO1 AC4: A specific Term policy document is analysed to determine the cover. 
A policy refers to the contract between you and the life assurer. The policy document 
serves as a record of what has been agreed between you and the life assurer and binds 
both parties to that agreement. The policy can refer to either a structured savings plan 
or a life assurance and sets out the premium you have to pay and the conditions under 
which the life assurer will pay out at either maturity date or at death. The policy 
document can also contain the name of your beneficiary in case of a life assurance, in 
which case it will pay directly to that person when you die.  
 
When analyzing a term policy document to determine the cover, the following must be 
taken into consideration: 
 

 Eligibility, 
 Exclusion clauses, 
 Surrender and loans, 
 Term, 
 Duration of contract 

 Permitted changes, 
 Ownership, 
 Beneficiaries nomination and 
 Cessions 

 
Policy benefit is much the same as its proceeds, but whereas proceeds refer more 
directly to investment policies, benefits relate more to risk policies, life or disability. Both 
have to do with the policy 'paying out'. 
 
Exclusions - Some life assurance policies define situations or happenings under which 
they will not pay out. These are called exclusions and may include such happenings as 
suicide (particularly within a certain time after the inception date of the policy) or taking 
part in dangerous activities, e.g. flying or mountaineering. 
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Beneficiary - the policy beneficiary is the person the policy will pay out to. It may be 
anyone designated by the policyholder. It is better to always name a beneficiary in your 
policy, as it will ensure that should you fall away it will pay out directly to that person. 
 

Analyse the 1life Credit life policy in Annexure A. 

 

SO1 AC5: Supplementary benefits and additional products linked to Term 
products are identified for a specific insurer 
 
Supplementary benefits, additional products or riders differ from insurer to insurer. 
Some examples may be: 

 Accidental death 
 Premium waiver, which waives future premiums if the insured becomes disabled. 
 Joint life insurance is either a term or permanent policy insuring two or more lives 

with the proceeds payable on the first death. 
 Survivorship life or second-to-die life is a whole life policy insuring two lives with 

the proceeds payable on the second (later) death. 
 Single premium whole life is a policy with only one premium which is payable at 

the time the policy is issued. 
 Modified whole life is a whole life policy that charges smaller premiums for a 

specified period of time after which the premiums increase for the remainder of 
the policy. 

 Group life insurance is term insurance covering a group of people, usually 
employees of a company or members of a union or association. 
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Module 2 
 

Analyse Conventional Life Insurance Products 
 

 
Learning Outcomes: 
 
By the end of this module you will be able to explain: 

 The concept of conventional insurance 
 The different components that make up a conventional life insurance product 
 The purpose of conventional life insurance products with reference to pricing 
 An analysis of a specific conventional life insurance policy document to 

determine the cover (covered in assessment) 
 Supplementary benefits and additional products linked to conventional life 

insurance products 
 A conventional life product and a new generation life product with reference to 

premium and policy structure (covered in assessment) 
 

 
SO2 AC1: The concept of conventional insurance is explained with examples. 
 
The conventional contracts are sometimes called "bundled" because the savings and 
risk components of the contract and the expenses charged to them are not separately 
identified. 
A common feature of the more traditional life insurance contracts is that they are long- 
or very-long-term contracts frequently with uncertainties as to both the timing and 
amount of payments to be made to the policyholders. Some life insurance policies are 
for fixed and generally shorter terms. We are aware that some life policies may be for 
periods as short as 90 days. In the past some companies have issued call life bonds. 
These securities differ little from debt securities. 
 
SO2 AC2: The different components that make up a conventional life insurance 
product are explained and illustrated graphically 
Conventional life insurance products, which offer multiple benefits in terms of risk cover, 
return, safety and tax benefit, include, but are not limited to: Endowment, Whole life, 
reinforced products, pure endowment, linked, with profit and non- profit.  
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Conventional life insurance is made up of whole life policies, endowment policies and 
term policies (pure life policies).  Term policies have been discussed in Module 1 
already. 
 
Whole Life policies 
Whole life insurance guarantees the insured the initial death benefit and premium will 
never change. With life expectancy for adults approaching 100 years or more, this type 
of insurance is the only plan that is guaranteed to be in force at death if premiums are 
kept current. These plans develop equity, called "cash value" that may be borrowed in 
future years. Many plans have dividends that reduce future premiums or increase the 
death benefit every year.  
 
Whole life insurance provides for a level premium, and a cash value table included in 
the policy guaranteed by the company. The primary advantages of whole life are 
guaranteed death benefits; guaranteed cash values, fixed and known annual premiums, 
and mortality and expense charges will not reduce the cash value shown in the policy. 
The primary disadvantages of whole life are premium inflexibility, and the internal rate of 
return in the policy may not be competitive with other savings alternatives. Riders are 
available that can allow one to increase the death benefit by paying additional premium. 
The death benefit can also be increased through the use of policy dividends. Dividends 
cannot be guaranteed and may be higher or lower than historical rates over time. 
Premiums are much higher than term insurance in the short-term, but cumulative 
premiums are roughly equal if policies are kept in force until average life expectancy. 
Cash value can be accessed at any time through policy "loans". Since these loans 
decrease the death benefit if not paid back, payback is optional. Cash values are not 
paid to the beneficiary upon the death of the insured; the beneficiary receives the death 
benefit only. In many policies, however, the cash value has been automatically used to 
purchase additional death benefit, meaning that the beneficiary is likely to receive more 
than base death benefit plus cash value. 
 
Why choose whole life insurance? 
Life cover is needed for as long as you live, for example if the life insured wants to 
provide for estate planning purposes.  
Features of a Whole Life Policy 

 The life cover amount will be payable at death only, irrespective of when death 
occurs. 

 The death value will be the greater of the sum insured or the investment account. 
 Whole life policies have an investment account (savings) and therefore the client 

can make a loan, take cash withdrawals or surrender the policy. 
 The client can make the policy paid-up (stop paying premiums) if there are 

sufficient funds in the investment account. (The client will forfeit his life cover and 
rider benefits) 
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 The client can choose the investment portfolio at inception and may switch while 
the policy is still in force. (The portfolio switching will me by means of an 
alteration and the cost will be deducted from his investment account). 

 
 

 
Graphical example:  Whole life policy 

 
 
 
 
 
                 
 
   
 
 
    
 
 
 
 
 
                                     

   
  
 

 
 
 
 

Endowment policies 
Endowments are policies in which the cash value built up inside the policy, equals the 
death benefit (face amount) at a certain age. The age this commences is known as the 
endowment age. Endowments are considerably more expensive (in terms of annual 
premiums) than either whole life or universal life because the premium paying period is 
shortened and the endowment date is earlier. 
Endowment Insurance is paid out whether the insured lives or dies, after a specific 
period (e.g. 15 years) or a specific age (e.g. 65). 
 
The life cover amount will pay out if death occurs before the end of the chosen term. If 
the insured life outlives the term of the policy, the maturity value (investment account) 
will be payable. 
The death claim value will be the greater of the sum insured or the investment account. 
Endowment policies have an investment account (savings) and therefore the client can 
make a loan, take cash withdrawals or surrender the policy. 
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The client can make the policy paid-up (stop paying premiums) if there are sufficient 
funds in the investment account. (The client will forfeit his life cover and rider benefits).  
The client can choose the investment portfolio at inception and may switch while the 
policy is in force. (The switching is by means of an alteration and the cost will be 
deducted from his investment account) 
 
Why choose an endowment policy? 
Life cover is sometimes needed for a specified term but the client needs a sum of 
money to be payable if the term is survived. 
For example, the client needs a lump sum to be available to pay for his child’s 
education, but should he survive the term he needs a lump sum to fund the education 
costs at that stage. 
 
Features of an endowment 

 Specific term determined at inception. 
 Cover selected at start of term. 
 Death during the term the greater of the sum insured or the investment  
 will be payable. 
 At the end of the term the investment account is payable as the maturity  

value. 
 Contains an investment account and therefore the policyholder can make a loan, 

cash withdrawals or surrender the policy. 
 The policy can be made paid up if sufficient funds are available. 
 Additional benefits such as permanent capital disability can be added. 
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Graphical example:  Endowment policy 
 
 
 
 
 
 
 

 
 
 
   
                     
 
 
 
 
 
 
                  
 
              
 
 
 
 
 
 
SO2 AC3: The purpose of conventional life insurance products is explained with 
reference to pricing. 
Some people believe that having life insurance -- planning for their death -- will bring 
misfortune to their lives, and would rather not have any at all. Unfortunately, too many 
people do not realise the importance of life insurance until it is too late. 
Life insurance protects those who depend on your pay cheque, such as your wife, 
children and quite possibly, your parents. If you die prematurely, life insurance can 
provide ongoing income to your dependents, until they are able to live comfortably 
without it. It can also provide emergency support for legal, medical and funeral costs, 
should family savings not be sufficient to cover them. 
Other benefits include saving for retirement (Retirement annuities) and future 
educational expenses – (Endowment Policy). 
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SO2 AC4 : A specific conventional life insurance policy document is analysed to 
determine the cover. 
 
Analyse Annexure B- 1Life Whole Life policy 
 
 
 
SO2 AC5: Supplementary benefits and additional products linked to conventional 
life insurance products are identified for a specific insurer. 
 
Study Annexure B- 1Life policy document and identify supplementary and additional 
products that can be linked to conventional insurance. 
 
 
 
SO2 AC6: A conventional life product and a new generation life product are 
analysed and compared with reference to premium and policy structure. 
 
New generation life cover 
Life cover has changed considerably in the recent past. A person can now buy what he 
needs and not what he has to. Some of the changes are outlined below: 
 

 There is no hidden  portion of premium in a savings plan. The old policies used to 
only secure a small overdraft or help with a few premium payments in retirement, 
The hidden "savings" in your old policy is the answer. Savings returns on new 
generation policies are far much better than older policies.  
 

 In old conventional policies the savings were not paid out in addition to a 
policyholder’s  life cover, the insurance company keeps it and if s/he wants to 
use the cash, they had to surrender their policy.  

 
 With the new generation policies, one can now link their cover to foreign 

currencies. Then when the rand drops in value, their cover grows substantially (in 
rand terms). 

 
 In new generation policies, a policyholder can get a refund of their life insurance 

premium. That is, a payback of a portion their premium if they have no disability 
or dread disease claims over time.  
 

 Now, one can buy just disability or dread disease cover. In the past, you had to 
buy life cover before you could buy disability or dread disease cover though you 
did not need the life cover which means that you no longer have to pay for 
unnecessary life insurance.  

 
 One can now protect their income earning potential, separately from their life 

insurance. 
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 Disability cover was fraught with claim repudiations. It was extremely difficult to 

claim a disability. Today this has changed. Disability claims are now far more 
accurately described far more comprehensive than ever before and the insured 
know what claims are going to be honoured by the insurer.  

 One can cede a portion of the cover for one security and not all of it. It will save 
one considerably on the estate duty. 

 
 With old policy you would lose some (or all) of your life cover to meet a disability 

or dread disease claim. That drastically affects future life insurance planning. 
Now you can design your cover to suit your needs without disability or dread 
disease claim affecting your life cover. 

 
 If you have been unable to get life or disability cover you can get accidental 

death or disability cover with no medical underwriting. It will pay out as long as an 
external, unexpected event - that is not traceable, even indirectly to your state of 
mental or physical health - happens to you. 

 
 
Task: Obtain a new generation life product and compare it to a whole life policy in terms 
of policy structure and premium. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



119478 Learner Guide 

INSETA copyright 2014 
 

15

 

Module 3 
 

Analyse Universal Life Products 
 

Learning Outcomes: 
 
By the end of this module you will be able to explain: 
 

 The concept of universal life products 
 The different components that make up a universal life product 
 The purpose of universal life products with reference to pricing 
 A specific universal life policy document to determine the cover (covered in 

assessment) 
 Supplementary benefits and additional products linked to universal life insurance 

products  
 Recent developments in product innovations (covered in assessment) 

 
 
SO3 AC1: The concept of universal life products is explained with examples. 
 
Universal life insurance builds on term life and adds a cash component. Here, instead 
of just selecting a specific term and putting 100% of your premium towards the policy, 
part of your premium will actually go into a cash account in the policy. This cash 
account earns interest and accumulates tax-deferred. 
Universal life insurance provides clients with the low-cost protection of term life 
insurance, and combines it with an additional savings element – as is the case with 
whole life insurance – which is invested to provide a cash value accumulation. 
 
How cash value builds in a universal life policy:  
Let's say you're young and you own a R100, 000 universal life insurance policies, and 
your premium payments are R800 a year. Your insurance company will take about 
R150 to pay a "mortality expense," which is the main cost of providing insurance, and 
another R50 to cover other costs and processing fees. After that, the company puts 
R600 toward your cash value.  
That sounds like a great deal, but don’t expect it to last. As you grow older, the cost of 
insuring you goes up because your chance of dying goes up each year. Since more and 
more rands go toward the cost of insuring you as you grow older, less money will now 
be going towards your cash value. As you age, the mortality expense grows faster than 
the cash value.  
Think of cash value as a racehorse that has incredible speed and power out of the gate, 
but then tires out and trots to the finish line. Likewise, it's common for cash value to 
accumulate quickly in the early years, but grow much more slowly later. A company's 
mortality expense generally doubles every 10 years. So, if the insurer takes R150 out of 
your premium for mortality expenses when you are 25, it may take out R300 at age 35, 
R600 at age 45, and so on. That means less money is going to your cash value.  
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Keep in mind that although your mortality expense has gone up, your premiums will stay 
level because the insurance company has already taken your increasing mortality into 
consideration. Premiums may go up if you own a universal life policy, where you have 
flexibility in your premium payments. If you pay too little premium in the early years, 
your premium bills may skyrocket in the later years to make up the difference.  
 
The cash value in your policy grows each year with interest. A traditional whole or 
universal life insurance policy can earn around 6 percent per year, and most companies 
guarantee that you will earn at least 4 percent. You could possibly earn more in a 
variable life insurance contract, where your money is tied to the performance of stocks, 
bonds, or mutual funds. You also run the risk of losing money in your cash value if your 
underlying investments perform poorly.  
When you die, generally your beneficiaries do not get the death benefit plus the cash 
value you have built up in the policy. For universal and variable universal life insurance 
policies, you can choose to have your cash value added to the death benefit, but you 
must specifically select this option (and the higher premiums that go along with it) for 
your beneficiaries to receive the cash value. 
 
Tapping into your money: 
Cash can be can be accessed in your life insurance policy at a cost. Cash value is not 
like a savings account where you can withdraw funds automatically and not have to pay 
fees or penalties.  
The most common way people access their cash value is by taking out a loan against 
their policy and paying it back with interest. The insured is not obligated to pay it back, 
but the money owed, plus interest, will be deducted from death benefit when the insured 
dies hence will get less than the original benefit. 
The insured can make partial withdrawal of cash value, but the death benefit will be 
reduced accordingly. For example, if you had a R100, 000 death benefit with R20, 000 
worth of cash value built up, and you withdrew R10, 000 of cash value, your death 
benefit would be R90, 000.  
In some cases, partially withdrawing cash value could decimate your death benefit. For 
some traditional whole life policies, the death benefit could be reduced by at least 
double of what you withdraw.  
 
SO3 AC2: The different components that make up a universal life product are 
explained and illustrated graphically. 
 
Investment Account 
One feature about universal life policies that distinguishes them from the rest is that 
each of them has its own separate investment account. This account is where your 
monthly premiums will be paid to directly. Monthly premiums are basically derived from 
the life cover and the supplementary benefits you may require. The concept of an 
investment account enables the policy holder to accumulate cash in a savings capacity. 
At the start of each new month a calculation will be made to establish how much money 
is available in the investment account. Then, the insurer will deduct this figure from the 
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amount of life cover and supplementary benefits. Cover will then be provided according 
to the balance in the account. 
The other point of having an investment account is that eventually your universal life 
policy will reach what is known as a “breakthrough point”, which is when your 
investment account outweighs the life cover you require. At this point, you will no longer 
need to purchase life insurance and your entire monthly premium will remain and grow 
in your investment account – a handy benefit. 
 
Flexible 
Universal life is undoubtedly more flexible when compared to other kinds of life 
insurance policies. First off, with universal cover the policy owner is allowed to shift 
money between the insurance and savings components of the policy. Another perk is 
that if the policyholder’s circumstances happen to change while the policy is still active, 
the death benefit, savings element, and premiums can be reviewed and altered if 
necessary. 
 
Cash Value 
The feature that distinguishes this policy from its whole life counterpart is that the 
premiums, cash values, and level amount of protection can each be adjusted up or 
down during the policy duration. Cash values are useful because they earn a 
periodically-set interest rate as decided by the insurance company, which generally 
doesn’t drop below a certain level. 
As stated above, the premiums attached to such a scheme are variable and broken 
down into insurance and savings, allowing the convenience of making adjustments 
where needed. Unlike whole life insurance, universal life allows the cash value of 
investments to grow at a variable rate that is adjusted monthly. 
 
 
Also refer to the graphical illustration (below) to explain components that make up a 
universal policy. 
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SO3 AC3: The purpose of universal life products is explained with reference to 
pricing. 
 
The main purposes of universal life policies are to provide permanent insurance 
coverage with greater flexibility in premium payment and the potential for a higher 
internal rate of return. A universal life policy includes a cash account. Premiums 
increase the cash account. Interest is paid within the policy (credited) on the account at 
a rate specified by the company. 
 
General Uses of Variable Universal Life 

 Final Expenses, such as a funeral, burial, and unpaid medical bills  
 Income Replacement, to provide for surviving spouses and dependent children  
 Debt Coverage, to pay off personal and business debts, such as a home 

mortgage or business operating loan  
 Estate Replacement, when an insured has donated assets to a charity and 

wants to replace the value with cash death benefits.  
 Key Person Insurance, to protect a company from the economic loss incurred 

when a key employee or manager dies.  
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 Nonqualified Deferred Compensation, as an informal funding vehicle where a 
corporation owns the policy, pays the premiums, receives the benefits, and then 
uses them to pay, in whole or in part, a contractual promise to pay retirement 
benefits to a key person, or survivor benefits to the deceased key person's 
beneficiaries.  

 Mortgage Acceleration, where an over-funded UL policy is either surrendered 
or borrowed against to pay off a home mortgage.  

 Charitable Gift, where a UL policy is donated to a qualified charity or the policy 
owner names a charity as the beneficiary.  

 Term Life Alternative, for example when a policy owner wants to use interest 
income from a lump sum of cash to pay a term life premium. An alternative is to 
use the lump sum to pay premiums into a UL policy on a single premium or 
limited premium basis, creating tax arbitrage when the costs of insurance are 
paid from untaxed excess interest credits. 

  Whole Life Alternative, where there is any need for permanent death benefits, 
but little or no need for cash surrender values, then a current assumption UL may 
be an appropriate alternative, with potentially lower net premiums.  

 Annuity Alternative, when a policy owner has a lump sum of cash that they 
intend to leave to the next generation, a single premium UL policy provides 
similar benefits during life, but has a stepped up death benefit that is income tax-
free.  

 Pension Maximization, where permanent death benefits are needed so an 
employee can elect the highest retirement income option from a defined benefit 
pension.  

 
 
SO3 AC4: A specific universal life policy document is analysed to determine the 
cover. 
 
Task: Obtain a universal life policy document and analyse it to determine the cover. 
 
 
SO3 AC5: Supplementary benefits and additional products linked to universal life 
insurance products are identified for a specific insurer. 
 
Many people use Life Insurance, and in particular cash value Life Insurance as a source 
of benefit to the owner of the policy. (As opposed to the death benefit which provides 
benefit to the beneficiary.) These benefits include loans, withdrawals, collateral 
assignments,  
 
Loans 
Most Universal Life Policies come with an option to take a loan on certain values 
associated with the policy. These loans require interest payments, which are paid to the 
Insurance Company. The Insurer charges interest on the loan because they are no 
longer able to receive any investment benefit from the money that has been loaned to 
you. 
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Repayment of the loan principal is not required, but payment of the loan interest is 
required. If the loan interest is not paid, it will be deducted from the cash values of the 
policy. If there is not sufficient value in the policy to cover interest, the policy will lapse.  
Loans are not reported to any credit agency and payment or non-payment against them 
will not affect the policyholder’s credit rating. If the policy has not become a Modified 
Endowment, the loans are withdrawn from the policy values as premium first and then 
any gain. Taking Loans on UL will affect the long term viability of the plan. The cash 
values removed by loan are no longer earning the interest expected, so the cash values 
will not grow as expected. This will shorten the life of the policy. Usually those loans will 
cause a greater than expected premium payment as well as interest payments. 
Outstanding loans will be deducted from the death benefit at the death of the insured. 

 
Withdrawals 
Most Universal Life Policies come with an option to withdrawal cash values rather than 
take a loan. The withdrawals are subject to contingent deferred sales charges and may 
also have additional fees defined by the contract. Withdrawals will permanently lower 
the death benefit of the contract at the time of the withdrawal. 
Withdrawals are taken out premiums first and then gains, so it is possible to take a tax 
free withdrawal from the values of the policy. 
Withdrawing values will affect the long term viability of the plan. The cash values 
removed by loan are no longer earning the interest expected, so the cash values will not 
grow as expected. To some extent this issue is mitigated by the corresponding lower 
death benefit. 

 
Collateral Assignments 
Collateral Assignments will often be placed on life insurance to guarantee the loan upon 
the death of debtor. If a collateral assignment is placed on life insurance the assignee 
will receive any amount due to them before the beneficiary is paid. If there is more than 
one assignee, the assignees are paid based on date of the assignment.  

 
Riders 
Riders are modifications to the insurance policy added at the same time the policy is 
issued. These riders change the basic policy to provide some feature desired by the 
policy owner. A common rider is accidental death, which used to be commonly referred 
to as "double indemnity", which pays twice the amount of the policy face value if death 
results from accidental causes, as if both a full coverage policy and an accidental death 
policy were in effect on the insured. Another common rider is premium waiver, which 
waives future premiums if the insured becomes disabled. 
 
 
SO3 AC6: Recent developments in product innovations are investigated for two 
different insurers 
 
Task: Research on recent develops in product innovations for two different insurers. 
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Module 4 
 

Analyse Retirement Annuities to determine the structure 
 
 
Learning Outcomes: 
 
By the end of this module you will be able to explain: 

 The concepts of recurring premium, single premium and ad hoc premium 
annuities  

 The tax advantages specific to the purchasing of Retirement Annuities 
 Options available at retirement for three case studies (covered in assessment) 
 A certificate of membership to determine the terms and conditions of a specific 

contract  
 
 
SO4 AC1: The concepts of recurring premium, single premium and ad hoc 
premium annuities are explained with examples 
 
An annuity is a contract with an insurance company whereby the purchaser pays an 
initial premium or premiums into a tax-deferred account, which pays out a sum at pre-
determined intervals. There are two periods: the accumulation (when payments are paid 
into the account) and the annuitization (when the insurance company pays out). For 
example, a policy holder may pay R10, 000 and in return receive R150 each month until 
he dies; or R1, 000 for each of 14 years or death benefits if he dies before the full term 
of the annuity has elapsed. Tax penalties and insurance company surrender charges 
may apply to premature withdrawals. 
 
Recurring premium 
A premium can be recurring, meaning that the retirement annuity premium are paid on a 
monthly basis, e.g. the 2nd of each month (usually via debit order) 
 
Single premium 
A retirement annuity can have a single premium, meaning that only one premium is 
payable – at the time the policy is issued (a once off payment). 
 
Ad hoc premium 
An ad hoc premium, is when the retirement annuity premium is paid at irregular 
intervals, e.g. every 3 months or every 6 months. 
 
Annuities are not strictly universal type policies (they have no savings account) but they 
are defined as a life policy in terms of the Insurance Act. 
 
Features of an annuity: 
 An annuity is a once-off purchase amount that the client invests and in return, 

receives a regular income. 
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 This investment plus interest will be paid back to the client in the form of a series of 
payments (income) for a certain term or for life. 

 Income will be payable as specified in the contract.(The income is always 
guaranteed not to fluctuate). 

 The client may purchase a compulsory annuity (made up of funds received from a 
retirement annuity or pension fund) or voluntary annuity (made up of any form of 
funds available for investment, e.g. inheritance or discretionary money). 

 
 
SO4 AC2: The tax advantages specific to the purchasing of Retirement Annuities 
are analyzed with examples. 
 

 Contributions are tax-deductible up to a certain maximum (e.g. if you fall in 
the 40% maximum marginal tax rate, then the Receiver is sponsoring almost 
half of your contribution towards your retirement). For example, a self-employed 
person with a taxable income of R200 000 for the year can contribute R30 000 to 
an RA on a tax-deductible basis and thereby save R12 000 in tax. 

 Disallowed contributions can be carried over to the next year of 
assessment and, if unused during the total contribution period, can be offset at 
retirement to increase the tax-free portion of the lump sum, the annuity or other 
income. 

 The inside build-up of the fund is currently taxed at 9% on gross interest. 
This benefits anybody who pays income tax! If you have an all-equity RA no tax 
will be paid on the build-up, as dividend income and capital appreciation are tax-
free. This is like having a tax-deductible share portfolio. Currently, RA's are NOT 
subject to Capital Gains Tax. 

 Your lump sum on death or retirement is tax-free up to R300,000 
 The balance of the tax-free lump sum is taxed very at favourable rates. 
 You can deduct a further R1 800 per year in respect of arrear 

contributions. All that is required to increase your deduction is to make an 
additional contribution of R1 800 in respect of a previous tax year in which you 
didn't claim your maximum allowable deduction. This extra contribution of R1 800 
can then be claimed during the current tax year. This procedure can be repeated 
year after year in respect of years in which you didn't claim the full deduction. 

 On death, any benefits paid out by way of an annuity are free of estate duty. 
(This provides a planning opportunity for the wealthy estate owner to make a 
large single-premium contribution to an RA to reduce his or her estate for duty 
purposes.) 

 If you leave your employer and receive a withdrawal benefit from your pension or 
provident fund, you can preserve your retirement benefit transferring it into 
an RA fund tax-free. 

 At retirement, you have a choice between a conventional annuity and an 
equity-linked living annuity. Assuming your risk profile justifies the decision, by 
choosing the equity-linked living annuity you can manage the income you receive 
(between 5% and 15% of the capital amount each year) and consequently also 
manage your income tax position. 
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 Most people experience a big increase in medical expenses once they retire. 
Once you have reached age 65, your medical expenses become fully tax-
deductible. An RA can be used to build up a fund for post-retirement medical 
expenses in a tax-efficient way. At retirement, although the annuity is fully 
taxable, to the extent that it used to cover medical expenses it is deductible 
again. It is therefore, in essence, tax-free. 

 
 
SO4 AC3: Options available at retirement are identified for three case studies. 
 
Compulsory annuity 
When you reach retirement you are compelled by law to use the returns from your 
defined contribution pension fund or retirement annuity policy to purchase what is 
known as a compulsory annuity from a life assuror. This is your pension. Various types 
of compulsory annuities are explained below: 
 

1. Nil Guarantee Annuity 
This annuity pays the highest monthly income but on death the capital is lost. 
This would be ideal for a retiree who has no dependants or does not want to 
leave any capital behind after his or her death. An insurance policy can be taken 
out to protect the capital with no underwriting. However, premiums will have to 
be paid on the new policy.  

 
2. Joint survivor annuity 

These have an unlimited term. They pay a full annuity while both the lives 
assured are alive and may reduce at the clients request when the first life 
assured dies. The annuity stops paying upon the death of the second life 
assured. These annuities are sold with part of the term guaranteed (e.g. 10 
years)  

 
3. An escalating annuity 

It is possible to purchase an annuity that starts at a lower initial level but has an 
escalation factor built into it. This would protect you to a certain extent in your 
later years of retirement.  

 
 
Voluntary Annuity 
Should you be a member of a defined contribution provident fund you will receive your 
retirement benefits as a cash lump sum. You are in this case not compelled to purchase 
a pension although it is an option to seriously consider. This pension is referred to as a 
voluntary annuity. 
 
Investment Linked Annuity 
An investment linked life annuity is to the advantage of people who want to build capital 
rather than wanting to draw a monthly pension. Investment linked life annuities invest in 
unit trusts and the monthly pension and capital growth is dependent on the investment 
returns of the underlying portfolio, which implies certain risks. 



119478 Learner Guide 

INSETA copyright 2014 
 

24

 

An investment linked life annuity preserves your capital by linking the pension to a 
combination of unit trusts. It is fully market related and the pension will vary, since you 
may decide annually on the amount you want to draw - between 5% and 20% - from 
your capital. Its biggest drawback is the risk of capital erosion, for example when 
choosing an income of 15% while the returns realised is only 12%. 

 
 
Single Life Annuity WITHOUT a guaranteed term 
The single-life annuity without a guaranteed term is a very simple and straight forward 
pension option. After purchasing the pension you will receive a regular pension until the 
day you die when the pension will stop. You are therefore assured of a pension for life, 
however, if you die soon after retiring, your next of kin will not benefit from your 
retirement savings. 
 
Single Life Annuity WITH a guaranteed term 
The single-life annuity with a guaranteed term pays a pension for a specified 
guaranteed term. Should you die before the end of the term the pension continues to 
be paid out to your dependents or nominees until the end of the term. Ten years is the 
guaranteed term used most often. 
 
Annuity with growth 
This annuity, as the name implies, offers a pension that grows by a fixed percentage 
each year. When purchasing this pension you will start with a smaller pension as 
opposed to, for instance, a single-life annuity without a guaranteed term, but it will 
increase steadily, thereby assisting in protecting one's income against inflation. The 
percentage increase is decided beforehand 
 
 
SO4 AC4: A certificate of membership is analysed to determine the terms and 
conditions of a specific contract. 
 
Study Annexure C and identify various terms and conditions of membership to the Allan 
Gray Retirement Fund annuity. 
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Module 5 
 

Analyse Investment Linked Products to determine the cover 
 

 
 
Learning Outcomes: 
 
By the end of this module you will be able to explain: 

 The concept of an investment-linked product  
 The choice of assets in a linked product for three different products 
 The relationship between the risk profile of the investment and the needs profile 

of the client using authentic examples. 
 
 
SO5 AC1: The concept of an investment-linked product is explained with 
examples 
 
An investment-linked plan is a life insurance plan that combines investment and 
protection. The premiums that you pay provide you not only with life insurance cover but 
part of the premiums will also be invested in specific investment funds of your choice. 
As a policyholder, you can choose how to allocate your insurance premiums towards 
protection and investment.  
The insurance coverage provided would include death benefit, disability and critical 
illness. The investment fund is divided into units of equal value. The prices of these 
units are published daily in the newspapers for you to track the value of your 
investments.  
 
Unique features of investment-linked plan  

 You are given the flexibility to choose your own level of protection and 
investment.  

 You can vary the amount of your premium payments or coverage according to 
your changing financial circumstances.  

 You can choose from a wide variety of funds to invest in, depending on the level 
of risk    that you are comfortable with.  

 Investment in growth or equity-related funds may give higher returns than 
traditional life insurance plans over the long term. However, you have to bear in 
mind that higher returns come with greater risks.  

 
Types of investment-linked insurance plans  
There are two types of investment-linked insurance which are namely the single 
premium plan and the regular premium plan. 
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SO5 AC2: The choice of assets in a linked product are analysed for three different 
products. 
 
To cater for different risk profiles, various investment portfolios offer various degrees of 
risk are available: 
 
Guaranteed portfolios: 
These portfolios offer a guaranteed growth rate over the term of the policy but vests 
only at maturity.  Generally these rates are more or less two percentage points higher 
than inflation as measured by the CPI rate.  Note that this amount will be fixed at 
maturity.  Currently these portfolios are only available for lump sum premiums.  Risk 
averse (low risk) investors will make use of these portfolios. 
 
Guaranteed portfolios (Global) 
For the investor requiring a low risk portfolio, a lump sum can be invested in global 
equities which will provide no less than the original amount at maturity.  Unlike the local 
portfolio this portfolio can provide the investor with a higher return in line with the growth 
of the underlying equity portfolio. 
 
Money Market & Bond funds 
In times of extreme market volatility or for the cautious or conservative investor, a 
money market and or bond portfolio can be selected.  The capital is virtually guaranteed 
and interest income can be reinvested. 
 
Market related funds 
The value of these funds are reflected in the price movement of share and other asset 
classes.  Values will therefore fluctuate on a monthly basis.  A unitised system (similar 

Single Premium Regular Premium 
A single premium-plan features a 
single lump-sum premium 
payment, so you don’t have to 
worry about making regular 
premium payments, and worrying 
about lapsing. 

The regular-premium plan is a more suitable plan 
for you if you don’t want to invest a large sum at 
the start of the plan. 

Features a life insurance policy 
with a death or total permanent 
disability cover of around 125% 
of your lump-sum investment. 

Gives you the flexibility to increase your 
premiums and coverage when your finances 
improve in the future which are paid either 
monthly, quarterly, semi-annually or annually. 

Benefit payments will be to the 
sum assured or the value of the 
investment units at the time of 
claim, whichever is higher. 

The basic insurance coverage, in the event of 
death or total permanent disability, is usually a 
multiple of the annual premium. 

Allows you to immediately invest 
more to generate returns. 

The benefit payment will be the total of sum 
assured plus the value of the investment units. 
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to unit trusts) is used so that the unit price of the portfolio increases or decreases in line 
with the portfolio’s performance.  The unit price is determined by the value of the 
underlying assets of the portfolio. 
The following are examples of market related portfolios: 

 Risk profiled funds:  (Local & Global) 
 Conservative growth 
 Moderate growth 
 Aggressive growth 

 
These funds usually combine equities, property, bonds and money market instruments.  
Equities normally have global exposure included. 
Some moderate type portfolios offer a guaranteed maturity value of 4,5% per annum 
compound growth on the allocated premiums. 
 
The Portfolio or Investment Manager 
An insurer can make use of its own investment manager or use a multi-manager 
approach. 
Multi-manager management is where the overall investment manager of the insurer 
appoints a number of unrelated managers who each contribute specialized knowledge 
and style to the total portfolio. 
For instance, certain investment managers specialize in different market segments, 
others produce superior results in different stages of economic cycles and others have a 
proven track record in different assets classes. 
 
Global Investments 
Reasons to investment offshore: 
Hedge against the weak rand:  South Africa is seen as an emerging and developing 
country.  The Rand is therefore vulnerable to sentiment and happenings outside our 
borders.  In addition it can be expected that our rate of inflation will continue to exceed 
as measured against that of our trading partners. 
This means that the Rand should over time, continue to depreciate against a basket of 
global currencies. 
 
 
Example:   
You have invested in a global (U.S. $) equity fund.  At that stage the R/$ exchange rate 
was 10:1.  So if you invested R100 you would have acquired $10 value of equity. 
Assume that after a period the R/$ exchange rate weakens to 15:1. 
Should you now cash in your investment, and ignoring the growth of the underlying 
equities, your investment would be worth R150,00 purely as a result of rand 
depreciation. 
 
Diversification into offshore markets 
This means to get exposure to developed markets with a huge choice of global sectors 
and companies.  It also means that get the benefit of low correlation.  This means that 
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historically global markets showed an upturn when our markets were in a decline.  
Investing globally can therefore improve your return while reducing risk. 
From the above it should be clear that your investment portfolio, aimed to achieve 
medium to long-term growth, should be invested locally and globally.  Your savings 
objective and your personal risk profile will determine the make-up of your specific 
investment portfolio. 
 
SO5 AC3: The relationship between the risk profile of the investment and the 
needs profile of the client is explained using authentic examples. 
 
Investors want to increase their returns on investments. However, such returns are 
commensurate with the risks that you are willing to take. In other words, high risks entail 
higher returns. It is up to each individual to assess their risk profile to manage 
their investments better. 
 
Some rules of thumb to help decide risk profile include the amount available for 
investment, the age of the investor and the family circumstances of the investor. 
 
1. Amount Available 
If the amount available for investment is greater, then a higher proportion of funds can 
be allocated to high-risk investments that offer high returns. This will still leave 
sufficient funds in low-risk instruments such as the debt market where the principal is 
not under risk. 
 
2. Age  
Another factor that helps decide the risk proportion is the age of the investor. Younger 
investors can typically afford to risk a larger share of their corpus as they have a longer 
period to recoup any losses they make due to incorrect investment decisions. 
 
3. Family Circumstance 
Family circumstances, such as the number of dependents, too matter when deciding on 
an acceptable risk profile. An investor with many dependents and who needs large 
sums in the immediate future to meet family commitments should opt for a greater 
exposure in low-risk investments. On the other hand a member of 
today’s double income family can safely increase their risk profile and opt for a more 
aggressive investment strategy. 
 
4. High risk or low risk Investments 

a) High-risk investments include stocks and shares. However, the investor will 
have to bear in mind that the stock market can be a hard paymaster and the risk 
of capital erosion is greater. One should exercise great care and complete a 
thorough due diligence of the company under consideration, read its balance 
sheet, enquire about its future plans, assess the viability of such plans in the 
current economic scenario and only then invest in its shares. 
Investors who are unable to examine each company report thoroughly should 
consider investing in the secondary market through mutual funds. The profile of 
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such funds should be examined and the selection should be based on the debt to 
equity ratio offered by the fund. The antecedents of the fund manager too matter 
when choosing a mutual fund. 
Another way to hedge investments in the stock market is to use the systematic 
investment plan either directly in the stock market or through a mutual fund. 
Many studies have shown that a systematic investment (or investing a fixed sum 
each month) averages out the risks over a long period of time and offers good 
returns. 
 

b) Low Risk Investments 
All investors, even those who prefer to follow an aggressive investment strategy, 
should hedge their risks by allocating some funds to debt instruments such as 
fixed deposits (especially in banks and the bond or money markets), gold, non-
speculative real estate and so on which are less risk than stocks. 

 
Examples 
 Though younger investors and those with a large corpus can afford to invest a 

greater proportion of the funds available in high-risk areas, middle aged and older 
people as well as those with a smaller nest egg should put a larger share of the 
money available in low-risk instruments. This is because people with a smaller 
surplus available for investment are also those that cannot afford to lose their 
principal.  

 The middle aged and older people have a greater call on their resources at this age 
and need to be able to lay their hands on the principal easily. 

 As retirement beckons, the investor needs to shift their profile from one of high risk 
to that of a low risk one.  

 Post- retirement the investor needs to move almost completely to very low risk 
instruments such as sovereign rated debt. 

 Having said this, investment decisions should also be based on the individual’s 
personal willingness to risk their principal in high-risk instruments or opt for a low-risk 
safe one. Risk management is ultimately a deeply personal issue that should be 
based on sound, informed decisions 
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Module 6 
 

Interpret the different supplementary benefits available with life 
policies 

 
 
Learning Outcomes: 
 
By the end of this module you will be able to explain: 
 

 The concept of free-standing benefits 
 The concept of a supplementary benefit 
 The concept of an accelerated benefit  
 A comparison between Accelerated, not accelerated and free-standing benefits 

with reference to the impact on the policy contract 
 The terms and conditions of three different supplementary benefits in terms of 

exclusions and eligibility (covered in assessment) 
 
SO6 AC1: The concept of free-standing benefits is explained with examples. 
The concept “free-standing benefits” refer to the benefits of a life insurance policy, 
which is not necessarily part of the insurance policy.  When an individual takes out a 
policy on his/her life, there are certain benefits (not part of the policy) that he/she might 
choose to add to the cover, e.g. funeral benefits, income cover benefits. 
 
 
SO6 AC2: The concept of a supplementary benefit is explained with examples. 
 
The concept “supplementary benefits” refer to the benefits of a life insurance policy, 
which is part of the insurance policy but the policy holder can choose the amount of 
cover for these supplementary benefits, e.g. disability benefits, dreaded diseases 
benefits etc.  These types of benefits cannot be taken out solely, it forms part of the life 
insurance policy, but the policy holder chooses whether he/she wants the benefit as part 
of the policy as well as how much the cover should be. 
 
Examples supplementary/ free standing benefits: 

 Dread Diseases - pays a percentage of your level sum assured cover amount if 
you suffer a dread disease, such as cancer or undergo a major heart operation or 
organ transplant; 

 Disability cover - pays a cash amount if you become permanently and totally 
disabled and cannot do your normal job or other work to which you are suited;  
Critical Illness cover - Critical illness insurance is a form of h health insurance 
that provides a lump-sum payment should you become seriously ill. 

 Funeral Benefits - provides insurance for a proper burial in event of your death  
 

 Any other benefit apart from the core benefit of your product 
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SO6 AC3: The concept of an accelerated benefit is explained with examples. 
 
It is a benefit paid before stipulated time its time. The insurer for example pays the 
policyholder a portion of his death claim if the insured become critically ill. However 
sometimes there is a certain age limit or illnesses required before such a ruling or 
benefit can come into effect.  
 
An important question to always ask is whether the accelerated benefit attached to a life 
insurance policy adequate for long term insurance care?  
Let's look at a R100, 000 life insurance policy with an accelerated benefit that pays a 
maximum of two percent of the death benefit each month for long-term care. Assuming 
you've met the eligibility requirements, you can begin tapping the policy for R2, 000 
each month. Since a stay in a nursing home will cost R40, 000 per year and much more 
in many areas, that is the R24, 000 per year is inadequate. Furthermore, you're 
reducing the death benefit that will be paid to your beneficiaries 
Looking at these calculations we see that the long term care with benefits does not 
necessarily cover all the long term needs. 
While life insurance policies with long-term care riders offer a possible solution to the 
long-term care dilemma, it may only be viable for mid- to upper-income clients because 
they buy high sum insured policies. Smaller policies in terms of sum insured often do 
not contain an accelerated benefit or if it incorporated that cover would be very 
insignificant for example 2% of R100 000.00 cover is R2 000.00 which is not sufficient 
to cover the basic needs. 
 
SO6 AC4: Accelerated, not accelerated and free-standing benefits are compared 
with reference to the impact on the policy contract 
 
Accelerated: If you have R 500,000 life cover and a linked capital disability benefit of R 
400,000, the insurer will pay you the R 400,000 should you become disabled. The 
remaining R 100,000 will be retained as life cover and become payable upon your 
death.  
 
Non-accelerated: You will be paid out, the R 400,000 while your life cover value of R 
500,000, remains intact 
 
Free standing benefits refer to covers that can be insured independently i.e. not 
attached to any policy, for example Whole Life insurance. 
 
Example: 
Whole life Policy can have the following additional covers: Funeral Insurance Section, 
Critical Illness and Disability Insurance cover. In some cases these additional covers 
can be insured as standalone polices  
 
Let’s take an example of Critically Illness Policy for: 
A stand-alone critical illness policy will only pay the benefit amount should you suffer a 
critical illness or become permanently and totally disabled. 
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It may seem strange but in a lot of cases it is often cheaper to take out a combined 
policy rather than a stand-alone. This is because most people buy combined policies 
and competition is strong helping to lower premiums across the market. 
 
SO6 AC5: The terms and conditions of three different supplementary benefits are 
analysed in terms of exclusions and eligibility. 
 
1Life direct pure life cover supplementary benefits: Source: 1Life direct policy wording 
 
Terminal Illness Cover: if the life assured is diagnosed with a terminal illness and our 
medical officer confirms a life expectancy of no more than 12 (twelve) months, a 
payment of the assured amount shall be made. Thereafter, all benefits under this 
product will cease. This cover will not be applicable if  
• the policy is in the last year of its cover period 
• the waiting period has not yet expired 
 
Premium Waiver: this benefit is only applicable if the policyholder is also the life 
assured and thus responsible for the payment of the policy’s premiums. If the life 
assured becomes disabled and is compensated with a full and total (100%) payout of 
the lump sum covered by the 1Life Disablement policy, the premiums for pure life and 
dread disease cover (if applicable) will not be charged for a period of up to 5 (five) years 
or the  remaining term of the policy, whichever is shorter. 
Note that: 
• this benefit is available for as long as the 1Life Disablement policy is valid, but will 
expire once the life assured becomes 65 (sixty-five) years old or reaches his/her 
selected retirement age as stated on the schedule or the life insurance policy is no 
longer active, whichever occurs first 
• the waiver shall commence from the first month following the month in which a full 
payout for the disability benefit was made 
 
General Exclusions: 
We will not pay a claim if the death of the life assured was, in our opinion, as a result of 
his/her own act within 2 (two) years of commencement of the policy or reinstatement of 
cover. If the insured amount is increased, a new 2 (two) year waiting period will apply to 
the increased portion, effective from the date of the increase. 
 
Specific Exclusions: 
We will not pay a claim if the death of the life assured was, in our opinion, related 
directly or indirectly to any one of the events or conditions listed in the policy schedule 
under the Specific Exclusions section. 
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Guaranteed Assurability: life cover on the elevated level may be increased by 25% of 
the original insured amount, up to a maximum of two times (double) the amount 
originally insured or up to the 1Lifedirect maximum insurable amount at the time – 
whichever is the lower. This is without the need for any further medical underwriting, 
other than providing a new negative HIV test for the life assured. 
Such an option may only be exercised every 3 (three) years on the anniversary date of 
the policy or after a significant event as described below: 
• the marriage of the life assured 
• a child being born to or legally adopted by the life assured 
• the life assured’s purchase of a home 
• the life assured entering into a business or taking an increased interest in an existing 
business 
If cover is increased after any of the above events, this amount will remain the same for 
three years and further increases will only be allowed after this period. This benefit can 
only be used if you: 
• have not claimed and are not in the process of claiming 
• are not aware of any condition present and have not suffered any event which would 
entitle you to claim under 1Lifedirect policy 
• request the increase within 3 (three) months of the date of the event or policy 
anniversary 
• are younger than the maximum entry age for this benefit 
We may need further information about the events described above when the cover 
increase is requested. Financial underwriting may also be required. The premium for the 
increased cover will be based on current premium rates and conditions applicable at the 
time of the increase. 


