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South Africa is blessed with a competitive and 
highly developed funeral insurance market that 
allows individuals to buy cover for their and 
their extended family’s funeral expenses. The 
widespread adoption of funeral policies illustrates 

how an appropriately-designed product can address finan-
cial market issues, such as access and affordability.

10.5 million policies and counting
The latest statistics from the Association for Savings and 
Investment South Africa (ASISA) shows the extent of 
consumer support for this long term insurance policy type. 
By end-December 2020 there were over 10.5 million in-force 
individual funeral policies, against which more than 168000 
death claims were processed. This compares to fewer than 9 
million individual risk policies.

Funeral policies are sold through a wide array of distribution 
channels, including directly by licensed insurers; by interme-
diaries on an insurer’s behalf; or by third parties that have 
white labelling arrangements with insurers. Consumers are 
guided in their purchase by agents, brokers and intermediar-
ies who they interact with face-to-face or by telephone. The 
level of this interaction depends on the distribution channel.

Raising awareness about the funeral industry
The first-ever FAnews Funeral Insurance Digital Magazine, 
publishing in April 2021, is aimed at raising awareness of the 
challenges and opportunities facing agents, brokers, inter-
mediaries, key individuals and representatives in the indus-
try. It also addresses an industry need for a comprehensive 
learning resource for all funeral insurance stakeholders.

The magazine is a great opportunity for insurance brands to 
showcase their expertise, knowledge and thought leadership 
in this important insurance discipline. We expect industry 

stakeholders will use the magazine as a platform to position 
thought leaders, and as a tool to educate agents and repre-
sentatives on best practice in funeral insurance sales.

FAnews would like to thank each of our advertisers and 
contributors for sharing our vision in creating and distribut-
ing content that will not only inform our readership about 
the funeral industry; but also create an invaluable Continu-
ous Professional Development (CPD) resource for key 
individuals and representatives aligned with it.

Countless thought leadership articles
The richness of the funeral insurance industry is on 
display in the articles included in this publication. We have 
published CPD-approved articles about the challenges and 
opportunities in the funeral insurance space; facts about 
funeral policy underwriting; funeral insurance versus life 
cover; the impact of technology; waiting periods and white 
labelling, among others. We also explore what it takes to sell 
funeral insurance!

We thoroughly enjoyed putting the magazine together and 
once again realised that there are so many misconceptions 
around the topic. This will definitely be an annual publica-
tion, so please let us know if there’s content we have missed 
or should look deeper into. We hope you enjoyed the read, 
and remember to share and also do your CPD hours on 
FAnews.co.za. 
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Both funeral and life cover ensures that families 
are protected in the event of the loss of life of 
the insured; but although both fall under the life 
insurance category, they are different products, 
designed to cater for different needs. Not knowing 

the difference between funeral and life cover, and the role 
each plays in protecting one’s family, can leave one exposed 
and can be costly.

Funeral cover does not replace life cover, but can be a 
valuable addition to one’s life insurance portfolio. Its 
purpose is to take care of funeral expenses following the 
passing of the insured. The cover amount is limited to a 
maximum of R100 000, increasing by inflation annually, and 
is mostly paid as a lump-sum to the beneficiary.

Higher cover amounts
Life cover, on the other hand, is used to cover the long-term 
effects of the loss in income after the passing of the insured. 
It usually boasts higher cover amounts which can be used 
to settle any outstanding debts or ensure that the family is 
provided for in the future. Life cover can be paid as a lump- 
sum, or monthly over a period of time to support the benefi-
ciaries. Life cover policies can also include cover for critical 
illness, disability and income loss.

Life cover is relatively cheaper than funeral cover, because 
the monthly premiums are based on the insured’s risk 
profile and the insurer’s assessment of the risk taken. This is 
why medical tests are sometimes required for life cover and 
not necessarily for funeral cover. The following paragraphs 
explore whether a client requires funeral cover, life cover or 
both.

When to recommend funeral cover
1. Funeral cover makes sense if the client’s family needs 

quick access to cash to take care of the immediate and 
often urgent costs associated with organising a funeral.
• Funeral cover pays out within 48 hours of the insurer 

receiving all the required documents, whereas 
claims payments on life cover may take longer due 
to stricter requirements which need to be satisfied 
before paying out.

• Some life cover solutions may offer an upfront cash 
component to accommodate funeral expenses, but 
the amount offered is usually limited and may not 
cover the needs of the family.

2.  Funeral cover is indicated if the client is financially 
responsible for family members.
• In most cases, a life cover only covers the policy-

holder. Funeral cover can cover the whole family, 
including spouse, children, parents, siblings, grand-
parents, aunts and uncles.

• Having funeral insurance will help ease the finan-
cial burden on the client, by ensuring that funeral 
expenses are taken care of if any of the insured 
family members pass on.

When to recommend life cover
1. Life cover is best if the client has financial depen-

dents and wants to make sure that their lifestyles are 
maintained when the client is no longer there to provide 
for them.
• The family will need money to take care of the 

day-to-day expenses such as groceries, rent or bond 
repayments, school or university fees and other 
ongoing expenses which the client would have 
provided for.

2.  Life cover makes sense if the client wants to make 
sure that any outstanding debts are settled upon their 
passing instead of leaving their family with a financial 
burden.
• Life cover can be used to pay off a bond, a car or 

debts incurred by the family if the insured suffered 
from a long illness prior to passing away.

Individuals should evaluate their needs aligned to their 
finances to determine which life insurance option, whether 
life cover, or funeral cover or both, will perfectly protect 
them and their families, giving them peace of mind. They 
should reach out to a broker or insurance provider who can 
provide them with the necessary tools to determine the 
most suitable solution.

Un-masking the difference between 
funeral and life cover

Nthabiseng Sethabela-Makoeng
Life Product Owner
FNB
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Many South Africans still remain under insured, 
and millions more face the prospect of economic 
hardship or complete financial ruin in the event 
of the death of a breadwinner. The Association 
for Savings and Investment South Africa (ASISA) 

estimates that the country faces a combined life and disabil-
ity cover shortfall of a staggering R34.7 trillion, and the gap 
is growing every year. This means there is a widening divide 
between the risk cover people have subscribed to, and 
the financial needs of their families when they become ill, 
disabled or die.

The pandemic effect
The outbreak of the coronavirus has laid bare the financial 
vulnerability of many South Africans and has reaffirmed the 
importance of being financially prepared for life’s unfore-
seen eventualities. The pandemic has also bought into sharp 
focus the critical importance of insurance, most notably 
funeral and life cover.

Navigating through the maze of different insurance products 
available in the market can be confusing and daunting. This 
article seeks to shed more light on funeral and life cover. 
We examine the difference between these two insurance 

products, the rationale behind each and their respective 
benefits before offering some guidance on deciding which 
cover is most suitable for your clients’ individual or family 
needs. Whether your clients are single or has a family; 
whether they are young or old, insurance is crucial.

SA’s most popular insurance cover
Funeral cover is one of the most popular forms of insurance 
in South Africa, and perhaps the most affordable. According 
to the International Network of Financial Services Ombud 
Schemes, more than half of South Africans have some kind 
of funeral plan. But not all funeral cover is the same.

Some funeral cover policies go beyond paying out the 
insured sum in the event of the death of a beneficiary to 
provide value added benefits such as car hire, monthly 
pay-out to cover groceries and other living expenses, 
memorial benefits for a tombstone, monthly cashbacks and 
even premium waivers. These benefits can go a long way 
towards making funeral arrangements more seamless and 
providing a much-needed financial cushion after the funeral. 

The advantage in funeral cover lies in its ease and seamless 
adoption. Taking funeral cover does not require any medical 

Understanding where funeral 
insurance fits in
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underwriting, and the main member has the prerogative to 
add beneficiaries, depending on their needs and the afford-
ability of the policy. Its lower price point makes funeral 
cover one of the most popular forms of insurance domesti-
cally. There is also a great affinity for funeral policies among 
South African consumers due to how funerals are perceived 
and conducted.

Benefits of funeral cover
There are numerous benefits to having adequate funeral 
cover. It spares the bereaved family the added emotional 
trauma and financial burden of borrowing money from 
relatives, or worse still, from unsecured lenders at prohibi-
tive interest rates. The availability of funds to prepare a 
dignified send-off also relieves the family of unnecessary 
anxiety and uncertainty.

While this cover is mainly designed to support families with 
the immediate needs for a funeral, it serves a crucial role in 
giving comfort to the family, knowing they do not have to 
worry about finances for a funeral following the passing of a 
loved one.

An entry point to insurance
Funeral cover is the entry point in insurance, and the policy 
amount is intended to finance only the funeral and related 
expenses. This could include the costs of the coffin, hearse, 
food, marquee and repatriating the body where applicable. 
Depending on the type of funeral cover, this will also cover 
additional expenses such as car hire and a nominal monthly 
pay-out for a year to help the bereaved family with their 
living expenses.

For longer term financial support, life cover becomes crucial. 
Many South Africans believe that life insurance is not afford-
able, yet often the cost of life cover can be as low as funeral 
cover, with more value in the insured sum. It is important to 
understand how life cover differs from funeral cover.

One of the biggest distinguishing factors between funeral 
and life cover is that life cover underwrites the cover based 
on each individual’s risk profile. What this means is that the 
premiums for life cover are determined by the value of the 
insured sum and the risk profile of the individual assessed. 

The age, medical health and the type of work that policy-
holders do, also determines the amount of premiums they 
pay. For example, because of the high-risk factor of their job, 
a fighter pilot taking out life cover will incur higher premi-
ums than someone who is faced with lesser risks in their 
occupation.

Yoga versus mountain biking
Similarly, a policyholder who indulges in a harmless pastime 
like yoga, will likely pay lower premiums compared with 
a policyholder who carries out high risk hobbies such as 
skydiving and mountain climbing. Smokers are also regarded 
as high risk compared to non-smokers. Age also plays an 
important role. The older you get, the more expensive life 
cover becomes. It is, therefore, advisable to take life cover 
as soon as you can afford.

Unlike with funeral cover, consumers who wish to take life 
cover are required to undergo medical underwriting and 
disclose any pre-existing condition they have. The insurer 

company will increase the premium resulting from any 
pre-existing conditions.

Another important difference between life and funeral 
cover is that the sum insured for life cover is higher than 
the value of cover provided by a funeral policy. For example, 
the beneficiary of an individual paying a R150 premium for 
funeral cover may receive R75 000 in the event of the death 
of the policyholder, but the same beneficiary may receive a 
life cover sum of R1 million from the same individual paying 
a monthly premium of R300 per month, all dependent on 
his or her risk profile.

So, how does life cover work?
Life cover is not as complex as it is perceived to be. If the 
policyholder passes away, the cover amount or sum assured 
is paid out to the chosen beneficiaries. Life cover ensures 
that the family of the policy holder remains financially 
sound and is not left in a worse off financial situation after 
the death of the policyholder.

The beneficiaries of life cover can use the insured sum at 
their discretion to fund their everyday expenses. The insured 
sum can be used to cover the cost of winding up their 
estate, to settle personal debts, to pay for family responsi-
bilities or for medical bills, school fees and more. The money 
can also provide an investment income for the recurring 
expenses of beneficiaries, such as their education and living 
costs, or be kept as their inheritance.

Some insurers have packaged both life and funeral cover 
into one, making insurance more seamless. Life cover has 
the option to provide policyholders with the option to 
protect them financially from life’s unexpected eventuali-
ties. This includes cover for critical illness and disability, 
which pays out an insured amount in the event that the 
policyholder is unable to work after being diagnosed with a 
chronic illness or becoming disabled.

Navigating the maze of insurance 
To navigate the maze of insurance products out there, it 
is important that consumers align the products they are 
considering with their affordability levels and needs, and 
what they need to protect financially. The question remains 
whether one needs insurance cover, and if so, whether it 
should be funeral or life cover.

People often think that death, disability or chronic illness 
happens to other people. Unfortunately, that is not the case. 
Covid-19 has reminded each one of us of our vulnerability. 
At the end of the day, the question should not be whether 
to opt for insurance or not, but rather what type of insur-
ance meets their financial needs.

Willem Smith
Hollard Life Solutions
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The growing mortality protection gap proves that 
there is a huge untapped market for long term 
insurance, both globally and in South Africa. Prior 
to the COVID-19 pandemic, this gap was estimated 
at US$114 trillion globally, and at R34.7 trillion in 

South Africa.

A study of Google trends specific to COVID-19 hot-spot areas 
confirms that the pandemic and global economic downturn 
have resulted in an increase in demand for long term 
insurance products in general, and for funeral insurance in 
particular. Many financial advisers have been struggling to 
write new business despite this growing demand.

Opportunities in affluent market
Changes to legislation have led to the introduction of a new 
category of funeral policies, offering cover of up to R100 
000. This has opened up a new, more affluent market into 
which financial advisers can offer funeral insurance.

The cost of funerals can be quite substantial. In 2017, the cost 
of a funeral was estimated at between R8 700 and R151 000. 
And in 2020, Stats SA reported an increase of 12% in funeral 
costs. Costs include everything from the casket, undertakers’ 
fees, transport of the body, the grave site, or in the case of a 
cremation, chapel or church hire, the cremation costs, tent hire, 
flowers and catering for the guests.

Estates can take time to wrap-up and cause severe cash 
flow problem for your clients’ beneficiaries. This holds true, 
whether your client falls into the affluent or mass market 
segment. In either case, the costs associated with a funeral 
could pose a real challenge to beneficiaries, unless there is a 
funeral policy in place. As financial advisers it is our duty to 
guide our clients in ensuring their beneficiaries are not left 
carrying the financial burden.

Reaching the unbanked
At the opposite end of the market, the ability to offer 
alternative collection methods has unlocked opportunities, 
especially in the unbanked sector. Premiums can now be 
collected in cash, by debit order, by stop order or by using a 
prepaid method.

The introduction of additional benefits into funeral cover 
policies has led to a third opportunity opening up in this 
space. It is now possible to bring pandemic cover into the 
mix, or to build greater benefits, either through standalone 

products or as part of existing life policies. It is also possible 
for insurers to combine life and burial cover in a single 
policy. This offers another key to opening up the affluent 
market to funeral cover, which has previously been targeted 
mainly at the mass market.

A spike in pandemic-related claims
The spike in funeral claims due to COVID-19 has presented 
challenges to insurers, who have had to ramp up their claims 
service capability to meet quick turnaround demands. 
Guarantees on claims turnaround times are high on any 
intermediary’s list of priorities when advising clients. 
Technology plays a part here, with digitised claims processes 
allowing insurers to handle claims speedily and fulfil the 
promises made to both client and beneficiaries.

Another challenge introduced by the pandemic has been 
how to write new business, while adhering to social distanc-
ing requirements. The industry has responded by offering 
remote acceptance features such as electronic signatures 
and two-factor verification through one-time pins sent to 
mobile devices. Digitisation is thus allowing intermediar-
ies to ensure their safety and that of their clients without 
hampering sales.

Sound, customised advice
The third and probably biggest threat to intermediar-
ies’ businesses is the trend towards self-fulfilment, which 
appeals especially to Millennials. The challenge for financial 
advisers is to gain the trust of these consumers and show 
them their worth. The solution is to focus on each client’s 
needs and to partner with insurers that can back the sound, 
customised advice a professional intermediary offers, with 
the digital service that clients demand.

Diversification, enabled by dealing with an insurance partner 
with a wide range of customer-centric products, is a valuable 
tool to retain clients.

Kobus Wentzel
Executive Head
1Life Distribution

Challenges and 
opportunities 
in funeral 
insurance
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LIFE +
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Terms and conditions online
1Life is an authorised insurer and FSP.

1Life Pure Life Plus gives your client life cover for up to R10 million, and our 

funeral cover which covers up to 16 additional family members up to  

R50 000 each, which pays out within 24-hours of a valid claim. No waiting 

while the estate is wrapped-up. Easy. 

Contact brokers@1life.co.za for more information. 

www.1life.co.za/vantage

https://www.1life.co.za/
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The waiting period is one of the most significant 
terms of a funeral policy. The accuracy in commu-
nicating waiting periods to policyholders depends 
largely on how well service providers and their 
intermediaries unpack the terms of funeral policies 

with their clients during the sales process. Maintaining 
transparency at the beginning of the funeral cover appli-
cation process is critical, and intermediaries should pay 
close attention to disclosures where waiting periods are 
concerned.

Understanding the rules
As service providers and underwriters of funeral insurance, 
we have a responsibility to ensure that our processes do 
not add to the already traumatic experience of having lost a 
loved one. In striving to eliminate misunderstandings around 
waiting periods from the onset, fewer instances of problems 
are experienced at claims stage. The Policyholder Protec-
tion Rules (PPR) contain some minimum requirements for 
waiting periods and all funeral insurance products have to 
comply with these rules. 

The PPR limit waiting periods to no longer than six months 
or one quarter of the term of the policy in the case of term 
cover. Exceptions to this general rule are that no waiting 
periods may be imposed for accidental death of the life 
assured, and the maximum waiting period imposed for 
death by suicide is 12 months.

Rule 2A.6.5 of the PPR was introduced to ensure that 
policyholders can switch funeral insurance providers without 
prejudice. In terms of this rule, when a client cancels a 
funeral policy from one insurer and takes out insurance with 
another, the new insurer may not impose a waiting period 
under the new funeral policy, provided that the policyholder 
or member confirms at least 31 days before entering into 
the new funeral policy that they had existing insurance for 
similar risks and for the same lives insured. 

An end to multiple waiting periods
The PPR also protect policyholders by preventing funeral 
insurance providers from imposing a new waiting period 
where a funeral insurance policy lapsed due to non-payment 
of premiums, and is then reinstated within 60 days of the 
date of lapse. 

While waiting periods may seem to be unfair to policyhold-
ers, they are the only risk management tool that insurers 
have to discourage anti-selection. The risk of anti-selection 
exists for insurers on funeral policies where no or limited 
medical underwriting is done. This means, for example, 
that critically ill persons may take out funeral policies for 
themselves knowing the anticipated limitations of their life 
expectancy. In order to protect the premium base for all 
consumers, it is therefore imperative that insurers adhere 
to the applicable waiting periods that a particular policy is 
priced for.

Funeral insurance is still regarded as one of the most valued 
forms of cover that South Africans from all walks of life 
purchase for their families. An industry-wide challenge, 
however, is where a policyholder has passed away and the 
beneficiary, who was not part of the sales process, did not 
receive the advice and disclosures that the policyholder 
received during the sales process.

Impact on profitability and trust
Complaints regarding waiting periods can not only impact 
the bottom line of any business, but also compromise its 
reputation. By consistently taking an empathetic approach 
to serving one’s clients throughout the funeral cover 
journey, an organisation will build trust and strengthen its 
reputation.

Brokers, advisers and intermediaries play a critical role in 
informing and guiding clients on funeral insurance product 
benefits, disclosure requirements and the options that 
meet their current and future life stages. Taking the time to 
explain policy terms and conditions during the application 
stage encourages honest conversations about the accep-
tance of contractual stipulations and, most importantly, 
informs clients of the waiting periods that apply, when they 
commence, and when they come to an end.

Transparency 
around waiting 
periods 
prevents shocks at 
claims stage

Jacques Erasmus
COO
Assupol Life
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COVID-19 has created waves of change and new 
challenges, even in the funeral space. This is why 
it is important to regularly review the funeral 
benefits your clients offer their employees, 
to make sure these benefits continue to meet 

employees’ needs in these times of change.

A highly valued benefit
Funeral benefits are a highly valued employee benefit, 
given the cultural significance and high cost of funerals. 
Research by SunLife in the United Kingdom, which compared 
the average cost of funerals across 35 countries relative to 
average salaries in each country, found that South Africa is 
the fourth most expensive place in the world to be buried. 
The cost of funerals during the pandemic has also escalated 
due to rising demand and additional COVID-19 related 
expenses. 

The limited number of funeral attendees is one of the big 
challenges in saying goodbye to a loved one in COVID-19 
times. A memorial benefit, available from certain leading 
insurers, pays an amount towards a memorial service 
anytime in the year following the funeral. This additional 
benefit allows those who miss the funeral due to the current 
restrictions to pay their final respects at a later time, when 
risks and lockdown restrictions have reduced.

Repatriation and transport challenges
COVID-19 related rules around how a body is moved have 
increased transportation costs. This means the important 
cultural practice of returning the deceased to their origi-
nal home for burial is not always possible. Employers can 
support their employees by including a transportation 
benefit with their funeral cover. Certain insurance providers 
also cover the costs for the repatriation of mortal remains, 
which can be particularly high. 

The Momentum Consumer Financial Vulnerability Index 
for the fourth quarter of 2020, indicates that the average 
annual score indicating consumer financial vulnerability was 
at its lowest level since the index started in 2009. The main 
contributor to the low score was a significant increase in 
debt servicing vulnerability. Given this, your clients may wish 
to consider offering a debt relief benefit or income booster 
benefit to improve their employees’ funeral benefits mix.

Debt relief more popular than ever
Leading insurers offer a debt relief benefit to help alleviate 
the burden of household debts on the deceased’s family, 

which is paid even if there are no debts. Also available, 
an income booster benefit is a monthly amount paid for a 
specified number of months. This benefit helps the family 
to deal with monthly costs like groceries while adapting to a 
lower household income.

Arranging a funeral, particularly in COVID-19 times, can be 
logistically daunting and emotionally draining. Fortunately, 
some insurers give insured members access to a suite of 
funeral assistance services. These services range from advice 
on funeral arrangements to assistance with understanding 
legal documents and important processes. 

Most people rely on family networks for emotional support 
during times of bereavement, however, social distancing 
requirements limit the extent of this interpersonal support. 
This adds to the tremendous emotional stress your clients’ 
employees experience when working through the death of a 
loved one.

Going beyond funeral cover
Certain insurance providers now offer their clients an 
Employee Assistance Programme (EAP) as part of their 
overall employee benefits mix, at no additional cost. These 
programmes can help employees process the trauma of 
losing a loved one. As the face of funerals continues to 
change, make sure your clients offer funeral benefits that 
remain relevant and continue to keep up with employees’ 
changing needs. 

The changing face of 
funeral benefits 
for employees

Nashalin Portrag
Head of FundsAtWork
Momentum Corporate
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Congratulations. It is the beginning of 2021 and you 
have just passed your matric exams. Not only did 
you survive one of the most important exams you 
will ever write; but your resilience has made it 
possible to go about your life during the deadliest 

pandemic of our time. So, what comes next?

The youth unemployment challenge
Recent government reports show that South Africa has 
an official unemployment rate of 32.5%, with a far higher 
proportion of those in the 15-24 age group being out of 
work. Who can blame you for asking: “Is there a future for 
me and how do I make a fulfilling career armed with just a 
matric certificate?” One industry you could consider is the 
insurance industry, and more specifically, funeral insurance.

Funeral insurance is a class of insurance that financially 
empowers consumers to lay their loved ones to rest in a 
dignified way. A simple funeral policy meets a need that 
exists across all cultural and religious groupings, and has 
become essential for most South African households. This 
means there will always be demand for the products and 
services offered by this industry.

A career in funeral insurance offers high rewards to those 
who have ambition and drive. You can, over time, carve out 
a career that allows you to determine your own salary. And 
with your Matric in hand, you are exactly what the funeral 
insurance sector is looking for. 

Basic education requirements
What do you need to get employment in the insurance or 
funeral insurance world? 

A valid matric certificate is the minimum education quali-
fication; but you will also need a clear credit and criminal 
record. Trust is central to this business and both your 
employer and future clients need confidence in your integ-
rity. 

Those among you hoping to maximise your career path 
might consider an approved undergraduate degree from 
one of the country’s universities, a BCom in Marketing 
or Management, for example. There are other education 
requirements which you can obtain on the job, depending 
on your role.

If you act as a representative of the insurer, meaning you 
give financial advice to customers, you will have to complete 
the RE5 regulatory exam within two years of the start of 
your employment. The RE5 is designed to test your knowl-
edge of the do’s and don’ts that apply to the insurance 
industry and to its representatives.

Many opportunities for growth
As you grow and learn more about the industry and what it 
has to offer, you will identify many opportunities for career 
growth. For those seeking a career beyond sales, you could 
take the leap of faith to own and run your own insurance 
brokerage. Imagine being your own boss and creating 
employment opportunities for others.

Another regulatory exam, RE1, will qualify you to be a Key 
Individual in an insurance business. This means you are 
capable of managing and overseeing the running of an 
insurance business and will be able to handle the regula-
tory responsibilities that are associated with it. Continuous 
Development Programmes are also a must, as they keep you 
informed of all the new and exciting developments within 
the industry.

Insurance is built around relationships. When you start out 
in the funeral insurance sector you will typically be working 
as an insurers’ sales or service agent. As a service agent, 
it is not just about sales, but about honouring customers 
through your service.

Client engagement and lasting relationships
Your career success depends on continuous client engage-
ments and building long-lasting relationships with 
colleagues, employers and customers. But there is one more 
requirement that you should meet. That is to have a love for 
people and be prepared to have fun. Love what you do, and 
what you do will love you back!

Matric 
learners 
set to 
take the
funeral insurance world by storm!

Charmaine Dali
Committee Member, FIA Transformation 
Committee and Managing Director
32 Lemons Financial Services
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The death of a loved one can leave the family facing 
a tough situation. While nothing can alleviate the 
feeling of bereavement, financial security can often 
help the family, to some extent, cope with the 
situation. Although funeral insurers try to ensure a 

smooth and successful outcome during the claims stage, it is 
also vital to consider the possibility of a claim being denied 
on the basis of certain requirements not met, or breach of 
conditions.

There are many aspects to consider throughout the claims 
process. Though it may be complex in some instances, 
having a deeper understanding of the product and its unique 
selling point serves as an advantage. This will also foster 
confidence as the client will know that their needs are being 
considered during this stressful time. Keeping the following 
six points in mind will help your clients to understand what 
they are purchasing and ensure that their expectations at 
claims stage are met.

1
The life assured must serve the stipulated waiting period.
The purpose of a waiting period is for the insurer to avoid 
anti-selection risk. This period could be up to six months 

and is typically the biggest reason why a claim will not be 
paid out. Issues around waiting periods account for an 
estimated 70% of the claims that are declined, so make 
sure that your clients are fully aware of the waiting periods 
that apply to them and their dependents. In some cases, 
exceptions could be made where the waiting period may be 
waived, but this depends on the product.

2
When claim documents are outstanding.
Approximately 7% to 9% of the claims we receive have 
outstanding documents. It is important to educate your 

clients to ensure that they provide the required documents 
to avoid delays in their claim being paid out. Claims can only 
be assessed once all the required documents are received.

3
When the relationship to the person covered does not 
meet the description of persons that can be covered on 
the policy.

This is a tricky area, as we sometimes find that clients cover 
external lives as if they were family members. For example, 

a neighbour who is covered as a cousin. In this case, the 
client needs to be made aware of the implications should 
they include such as the life assured on their policy. It is very 
important to make them aware of who can be covered on 
their policy.

4
Importance of adding a beneficiary on the policy.
If a policyholder does not add a beneficiary at policy 
inception stage or at any time prior to a claim, it causes 

a delay at claim stage. Upon taking out a policy, the client 
should be advised to add a beneficiary and be made aware 
of the consequences if they do not do so. 

5
When the cause of death is still under investigation.
If a policy is still within its waiting period, and the cause 
of death is under investigation, the insurer will not 

be able to make an immediate pay-out. The investigation 
must first be concluded in order to proceed with the claims 
process.

6
When the age is misstated on the application.
It is important to pay attention to details when submit-
ting an application as this has a significant impact on 

the outcome of your client’s claim. Something as simple as 
misstating an age could result in a reduced payment or no 
payment at all.

Responsibility for brokers
Ultimately, the broker or intermediary shoulders a huge 
responsibility. They must ensure that the client fully under-
stands the terms and conditions of the policy and do their 
part to make the claims process as smooth as possible. 
Clear application forms and up-to-date client details and 
documentation will enable a swift claims process, providing 
much needed support to the client.

Thumeka Mbam
Head of Back Office Processing
Sanlam Developing Markets

Six tips to 
ensure a 
successful 
claims process 
or your client 



The complexity of our South African way of life means 
that quality funeral cover needs to be tailored to meet 
a wide variety of needs and situations.

There is a general view that many funeral cover products 
on the market are quite rigid. Sometimes clients only want 
certain benefits but end up taking full benefits due to fixed 
packages and policy rules.

  COVER SUITED TO NEEDS
A family should be able to have peace of mind from knowing 
they have the resources to bury their loved ones with funeral 
cover that is suited to their needs and preferences. 

This allows them to treasure the memory of a loved one when 
they pass away. For this reason, the ceremony often encom-
passes much of the community. Having plans for a funeral 
should be a critical part of their financial planning.

The best funeral plans let the customer decide what they 
really need. This allows them to save money when they don’t 
have it or upgrade their benefits when they do. It’s common, 
for example, for many different family members to contribute 
to the funeral, which is why extended family cover is also 
important. 

Another example is the definition of children who can be 
covered. It’s useful having more than the standard definition 
of biological children and being able to cover any child a 
family might look after.

  SPECIAL HASSLE-FREE FEATURES
It should be emphasised that customers really value not 
just flexibility, but also hassle-free delivery of all the various 
components of the funeral - from catering and marquees to 
the tombstone and casket. 

A family needs to know that their hard-earned cash that’s 
been invested in their funeral policy will pay out when it’s 
really needed, and in good time to ensure the various costs 
can be met without the need to apply for a short-term loan. 

Lindi Monyae
Liberty Executive for 

Emerging Consumer Markets.

This article does not constitute tax, legal, financial, regulatory, accounting, technical or other advice. The material has been created for information purpose only and 
does not contain any personal recommendations. While every care has been taken in preparing this material, no member of Liberty gives any representation, warranty 
or undertaking and accepts no responsibility or liability as to the accuracy, or completeness, of the information presented. Liberty Group Limited is the Licensed 
Insurer of the Funeral Plus Plan and an Authorised Financial Services Provider (no 2409). Terms and Conditions, risks and limitations apply.

Potential extra stresses like this, only serve to add to the grief 
experienced during the funeral period. 

Special features, where affordable, really do help in smooth-
ing the path. This could involve providing for expenses 
a family may not have considered, such as extra airtime 
to cover all the phone costs over this period, or a benefit 
specifically allocated to catering. 

  IMPORTANCE OF PRODUCT DELIVERY
What a family wants to avoid is small print that could derail 
a claim, as this erodes trust, so seeking out an insurer who 
speaks directly to this market makes sound financial sense. 

Understanding a customer’s needs is the most important first 
step. Then, having the flexibility to meet those needs in your 
product delivery is also a vital part of the process. 

We also need to understand that people’s lives change, 
sometimes very quickly, and we need to offer the ability to 
adjust as they do, allowing benefit reductions or increases to 
cater for a diverse and dynamic market.

And wrapping around all of this, we need to go 
back to the basics of trust, security, and empathy 
when we deal with our customers, truly showing 
we’re in it with them. 

This is why it is so important for cover to be able to offer a 
dignified funeral that encompasses the entire family unit, 
allowing each member to give their full respects to their 
departed loved one, showing the continuity of that family 
which in many ways is their greatest strength. 

EFFECTIVE FUNERAL 
COVER MEANS 
BEING FLEXIBLE

https://www.liberty.co.za/Pages/default.aspx
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South Africa features a highly regulated financial 
services industry, with specific rules that apply to 
insurers who provide funeral insurance cover and 
to the agents and representatives who sell this 
cover to consumers. The Twin Peaks regulatory 

framework makes provision for two types of oversight in the 
market, namely market conduct, regulated by the Financial 
Sector Conduct Authority (FSCA) and prudential matters, 
regulated by the Prudential Authority (PA).

South Africa’s regulatory framework
What does the regulatory framework for funeral insurance 
agents and representatives consist of? To begin, the Finan-
cial Advisory and Intermediaries Services (FAIS) Act sets 
minimum standards for the business activities and conduct 
of authorised financial services providers (FSPs). The Act 
requires any person or company that provides financial 
services to register as a FSP and obtain a licence through the 
FCSA.

The purpose of licensing is to ensure that applicants are 
fit and proper for business and that they operate lawfully, 
in the public’s interest. Only licensed FSPs and their duly 
appointed representatives can provide advice or intermedi-
ary services, known as financial services, under the FAIS Act. 
Advice includes providing clients with recommendations, 
guidance or proposals of a financial nature relating to the 
purchase, variation, replacement or termination of an insur-
ance product.

The FAIS Act also provides for the conduct and prudential 
framework for FSPs in line with the financial product catego-
ries they distribute. It stipulates that all authorised FSPs 
must ensure that their key individuals and representatives 
are, when rendering a financial service, competent to act, 
and comply with all the fit and proper requirements as well 
as any other requirements included in the Act.

Fit and proper requirements 
The FAIS Fit and Proper Requirement for FSPs and their 
representatives establishes a higher level of professionalism 
and compliance in the industry. FSPs are always expected 
to be honest and have integrity and be in good standing. 
FSPs and their representatives are expected to operate in 
the best interest of their clients, especially when advising 
on financial products. They should disclose all information 
about the financial product at the inception stage, during 
the lifetime of the policy and at the claim stage.

FAIS also requires FSPs to be financially sound and not to use 
client premiums to carry out business operations. In other 
words, clients’ premiums should only be used to insure their 
clients against claims that may arise on a risk event and not 
for administration costs or for other operational purposes.

The law for insurers
The Insurance Act establishes a legal framework for the 
prudential regulation and supervision of insurers and insur-
ance groups. It ensures the safety and soundness of insur-
ers, enhances the protection of policyholders and potential 
policyholders, promotes the broad-based transformation of 
the insurance sector and contributes to the stability of the 
financial system in general. This Act also sets out the licens-
ing of insurers and their governance and solvency require-
ments, so that insurers can pay claims as they arise.

Insurers are also regulated under the Long-Term Insur-
ance Act (LTIA), which describes how they should conduct 
themselves in the market. In particular, under Rule 2A 
of the Policyholder Protection Rules (PPR), the LTIA sets 
out specific standards of how funeral products should be 
structured and administered to ensure fair outcomes for 
policyholders.

Penalties for non-compliance
A person who conducts business in South Africa without an 
insurance licence commits an offence and is liable on convic-
tion to a fine of up to R10 million. The PA may also direct 
that person to discharge all or any of its insurance obliga-
tions and may apply for the liquidation of that person.

Remember, in the event of a breach of any of the compli-
ance obligations, ignorance of the law will not be an excuse. 
For this reason, it is vital that all role players in the industry 
familiarise themselves with the regulatory requirements and 
strictly adhere to them.

What the law says 
about selling funeral insurance

Anelang Kakudi
Senior Manager: 
Market Conduct and 
Regulatory Affairs
BrightRock
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BrightRock offers funeral parlours a comprehensive solution for 
their insurance administration, underwriting and compliance 
needs. BrightRock underwrites independently-owned large and 
medium-sized funeral parlour businesses. We pride ourselves 
on our needs-matched service offering, which provides each 
parlour a hands-on, personal experience.

With BrightRock’s needs-matched partnership approach, you can enjoy 
the peace of mind of a fully insured funeral offering with outstanding 
compliance and administrative support. Our experienced team of 
compliance, service, marketing and administrative specialists can 
offer you a range of support services. This includes everything from 
compliant documentation and record-keeping to support for your 
clients when they claim against their funeral cover. 

Funeral solutions
to match your business’s
unique needs

https://www.brightrock.co.za/
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The COVID-19 pandemic has affected every sector 
and industry and it is unlikely that life will ever be 
the same. With over 50 000 deaths directly related 
to COVID-19 and an estimated 100 000 that exceed 
South Africa’s normal death rate, the domestic 

funeral insurance industry has taken centre stage. 

Many families have found themselves going through their 
important documents to establish the level of cover they 
have in the event of death. This unfortunate circumstance 
has proven to be a sales boon for the funeral insurance 
industry. But it has also opened the door for fraudsters and 
unregistered funeral service providers.

The Financial Sector Conduct Authority (FSCA), which 
regulates activities in the funeral industry, has warned of 
unregistered entities trying to collect premiums despite 
not rendering funeral services. Recent events have not 
only highlighted the ease with which consumers can be 
convinced to subscribe to essential insurance covers; but 
also illustrate the challenges in regulating stakeholders in 
the broader financial services sector.

An ethical approach is indicated
The principle of ethics is based on concern for/interest in 
someone or something else, as opposed to self-interest and 
personal desire. Ethics is about considering other people’s 
interests, alongside the interests of the community and 
society. When a person thinks ethically, they are giving at 
least some thought to something beyond themselves. 

The pandemic has shown that the funeral industry is 
not immune to another illness that afflicts South Africa, 
namely deteriorating moral principles and a lack of ethics 
in business. The loss of income for some stakeholders and 
other industries has seen individuals choosing to exploit 
the funeral sector, causing great damage to the industry’s 
reputation.

The challenge for regulators and the various industry 
associations will be to repair the reputational damage to this 
sector, whilst educating the public on how to ‘spot’ illegiti-
mate funeral businesses.

Regulator is not all-powerful
The global pandemic has tested the Financial Sector Conduct 
Authority’s (FSCA) ability to police the financial services 
market. It has laid bare the regulator’s limited reach and 
limited enforcement powers insofar as convicting transgres-
sors. This has long been a concern in the pyramid and Ponzi 

scheme ‘space’, but now extends to the many bogus opera-
tors conducting business as funeral service providers.

Regulation of this sector is made even more challenging as 
many legitimate informal Burial Societies and Stokvels have 
served communities by paying for and providing funeral 
services for years. Their good work is undone by pyramid 
and Ponzi schemes that have operated, undiscovered, in 
similar guise. Unfortunately, the fear of death that goes with 
COVID-19 has attracted many operators with ill intent to the 
funeral service sector.

Technology to address shortcomings
The lack of financial education has resulted in many people 
who actually need life policies, attempting to replace the 
lost income of their loved ones with funeral policies that are 
not designed for this purpose. This has led to the prepon-
derance of people with multiple funeral policies to pay for a 
single death event, resulting in over insurance.

With the technology available, it may now be an oppor-
tune time to start a central registry of funeral policyholders 
and benefits to ensure that individuals select the correct 
solutions to cover their funeral costs. This exercise could 
also reveal where income replacement solutions are 
required. Such an initiative would benefit the broader finan-
cial services sector, and could perhaps integrate with the 
banks’ use of government’s population register to identify 
account holders, among other initiatives.

Technology could reduce the incidence of funeral insurance 
fraud which has also seen an increase during the pandemic. 

The funeral 
industry under the

COVID-19 pandemic
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Why not use technology to allow Home Affairs to issue 
death certificates that integrate seamlessly into the funeral 
funding industry, eliminating delays and anxiety for families?

During the current pandemic, delays were experienced at 
Home Affairs resulting in bottlenecks in funds being released 
and the burial of loved ones. An embarrassing situation for 
one funeral funder occurred when a family brought a corpse 
to a branch of the funder!

Technology will allow even the Master of the High Court, the 
South African Revenue Services (SARS) and other stakehold-
ers to access important documentation and make it easier 
for executors and deceased estate administrators to finalise 
deceased estates.

The role of financial advisers
Financial Planning Professionals with the CFP Designation, or 
financial advisers, are burdened with the dual responsibility 
of educating the general public on the correct life insurance 
products and solutions, whilst also representing the banking 
and insurance industries. Financial advice therefore requires 
representatives who are fit and proper whilst upholding the 
highest ethical standards.

These advice-givers are required to operate in a regulated 
environment while recognising the large unregulated areas 
of financial services, such as Stokvels and Burial Societies. 
Another function of advice-givers may be to act as whistle 
blowers or ‘the eyes and ears’ of the FSCA. They should 
work within communities to protect the integrity of all 
authorised financial services providers.

The leading financial advice bodies, the Financial Planning 
Institute of Southern Africa (FPI) and the Financial Inter-
mediaries Association of Southern Africa (FIA), continue to 
ensure that their members follow best practice when giving 
advice around planning for death and covering the cost of a 
funeral.

What does the future hold in store?
We are already seeing the long-term effects of the COVID-
19 pandemic on our world. Even as we struggle to entirely 
eradicate or defeat the disease, a new digital world is 
emerging. This is seeing a move toward contactless service 
and solution provision and increased reliance on automated 
client servicing solutions.

I believe that the funeral industry will not be immune to 
this new digital revolution. Many people believed that 
death could never go digital, but already we are witnessing 
digitally broadcast funerals and a greater use of ‘automated’ 
burial services such as cremation.

The funeral industry service providers of the next generation 
will need to embrace new technologies, and this will affect 
the entire value chain from the underwriters of funeral or 
life policies right through to undertakers. South Africans and 
Africans view death in a very unique light and it is likely that 
innovative local digital solutions will be born. 

A grand statement of life 
South African funerals will continue to be a statement 
of one’s life, and this is seen in the elaborate and expen-
sive funerals that continue despite the limitations of the 
pandemic. As such, planning for death and the cost of a 
funeral will be a major emotional driver to support the life 
insurance industry. However, it is important that the right 
and appropriate advice be given to potential funeral or life 
policy clients, whilst allowing the industry to continue to 
grow and evolve to allow new role players and stakeholders 
to emerge. 

The future, although beset by challenges, is bright. I expect 
the industry to work with the FSCA to ensure that funeral 
insurance and related products and services continue to 
evolve for the Millennial and subsequent generations. 
COVID-19 has served as an important reminder to our 
mortality and a reminder that in the end, death is inevitable 
regardless of one’s station in life. 

The pandemic has also served as a clear reminder of how 
outcomes can differ in death, when one has used the 
services of a professional financial adviser, compared to 
when no or limited planning is given to everyone’s assured 
certainty, death.

Gerald Mwandiambira CFP®
Former Board Member and Ambassador
FPI
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Those working in the funeral insurance industry will 
have heard the phrase ‘white labelling’; but what 
exactly does it mean? In terms of funeral insurance, 
white labelling refers to an arrangement where 
a party is able to market and distribute a funeral 

insurance product of a licensed insurer under its own brand 
or label. In the highly contested funeral service and funeral 
insurance space, parties that market and distribute white 
labelled funeral products are an important part of the value 
chain. 

Making personal connections
These parties are able to connect with customers on a more 
personal level. In many instances, the party marketing the 
white labelled product is well known and trusted in the 
community, and consumers who approach these parties 
already have a historical trust relationship with them.

This puts consumers at ease, allows them to ask the neces-
sary questions and gives them the confidence that they will 
end up with a product that suits their needs. Consumers 
are often familiar with a particular brand, and more likely to 
trust other products that are offered under the same brand. 
It seems counterintuitive; but they end up being more 
comfortable buying an insurance product from a non-insur-
ance brand.

Selling ‘smarter’ by segmenting
White labelling allows segmentation of products. The person 
marketing the product to the consumer is able to under-
stand the needs of a specific consumer market segment and 
provide the most appropriate product to typical custom-
ers in that segment. Segments can be based on social 
background, geographical location, financial requirements 
or cultural environment, among others. The product is 
then white labelled under a specific brand that allows the 
consumer to immediately identify with it.

Financial service providers often misunderstand the needs 
of customers. In the funeral insurance space, it is easy to 
forget that customers are not looking only for insurance; 
but rather for an affordable and accessible way in which to 
provide for their funeral needs. This is where white labelled 
products offer substantial value to the consumer, in that 
these products are able to better express the value of the 
policy in a manner that matters to the consumer.

A number of the parties that market white labelled funeral 
insurance products are players in the funeral service 
industry. These parties are able to express the value of the 
benefit provided by the insurance product in both cash and 
the service that the cash buys. A consumer can therefore, at 
inception of the relationship, decide what he or she requires 
from a funeral service and select the appropriate cash value 
product.

Doing what you do best
White labelling allows parties to play to their respective 
strengths. Insurers are able to focus on developing products, 
making sure that those products are appropriately priced 
and ensuring that the product provides the benefit that the 
consumer has signed up for. Moreover, where insurers are 
not required to spend time and energy on marketing and 
branding, they are able to focus on operational efficiencies 
that benefit the consumer, such as the speed with which 
claims are considered and paid.

The party marketing and distributing the white labelled 
product is able to concentrate on marketing the product, 
strengthening the relationship with the consumer and deliv-
ering the best service possible. The party is also well placed 
to act as a conduit between the insurer and consumer, 
ensuring that the benefit is provided to the consumer as 
swiftly and efficiently as possible.

Appropriate product, optimal price
White labelling in the funeral insurance space is of vital 
importance to the value chain and goes way beyond a 
re-branding exercise. With the correct relationships and 
regulatory oversight in place, white labelling assists by 
matching consumers with the most appropriate product at 
the most appropriate price point, as well as ensuring that 
the product performs as desired.

Rudi Kotze
Head of Legal & Compliance
KGA Life

White labelling: 
A crucial link in the 
funeral insurance 
value chain
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The big difference between a burial society and 
funeral insurance is in the form of security that each 
provides. But before we get ahead of ourselves, 
let us first make sure we understand what a burial 
society is. A burial society is formed by a group 

of people with the common goal of sharing the costs and 
providing support when a loved one passes away.

Helping hands at trying times
The people that form a burial society are referred to as 
members. Each member pays a regular amount of money, 
referred to as a contribution, into the burial society’s funds. 
These pooled funds are then used to help pay for the costs 
of a member’s funeral. The burial society will often also 
provide the ‘helping hands’ at the funeral service, assisting 
with preparing the food, hosting the family and mourners 
and helping with various funeral arrangements.

The members of a burial society will draft a constitution to 
protect their rights under the arrangement. This constitution 
summarises all the obligations, rules and benefits of belong-
ing to the society. Typical items covered in the constitution 
are:
• Joining fees and monthly contributions;
• Names of the leaders of the society, there is usually a 

secretary, a treasurer and a chairperson;
• Details about which family members the society will 

contribute funeral costs towards;
• Details about how much the society will contribute for 

each funeral; and
• What happens if a member fails to pay contributions 

regularly.

No guarantees on funding
The money available to pay funeral expenses when a 
family member passes away, depends on the funds that 
the burial society has saved up, and there is no guarantee 
that the burial society will be able to pay the full amount 
as promised in its constitution. If there were more deaths 
than expected, the burial society may only be able to pay 

a portion of the normal pay-out or may not be able to help 
pay for the funeral at all.

Funeral insurance offers more certainty in that it is a 
formal contract where an insurer provides funeral cover for 
clients and their family members in exchange for a regular 
payment, referred to as a premium. This contract is the 
agreement between the client and the insurance company 
and stipulates the benefits of the policy, as well as terms 
and conditions that must be met for the client to be able 
to qualify to claim under the policy. The benefits speci-
fied include the amount of money the client will receive if 
someone covered on you policy passes away.

Regulation ensures your pay-out
Insurers are heavily regulated and must comply with strict 
rules and regulations to be able to operate in South Africa. 
Part of these regulations stipulate that the insurer must 
make sure that they always have enough funds to pay for 
any valid claims. If a family member covered on the funeral 
insurance policy dies, and the claim meets the requirement 
as specified in the policy, the insurer has to pay. The insurer 
cannot say that they have insufficient funds in an attempt to 
avoid the claim. 

Thus, while burial societies have proven very valuable in our 
country, and many of us have benefited from their support, 
this informal structure does not provide the same security 
that a funeral policy from an insurer does.

Mareli Mans
Senior Actuarial Specialist
Metropolitan

How does a burial 
society differ 

from funeral 
insurance?
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The advancement of digitisation and use of technol-
ogy are driving the reality of an omnichannel 
approach to funeral policy sales, opening the way 
for millions of unbanked South Africans to access 
the benefits of funeral cover. This trend has been 

amplified by the realities of COVID-19, which highlighted the 
need for simple technology options to access the broader 
Fintech sector.

Mariam Cassim, Chief Office of Vodacom Financial Services 
says, “Financial inclusion in South Africa is a right, not a 
privilege. Digital has the potential to improve broad financial 
inclusion, reduce poverty and boost prosperity. Lockdown 
has shown the limitations of both ‘bricks and mortar’ and 
face-to-face interactions, underlining the need for digitalisa-
tion; but not at any cost.”

Savvy insurance providers took Know Your Customer (KYC) 
to a new level, allowing consumers to access funeral cover 
via the platform most convenient to them. This, in turn, 
has driven developments in technology that have opened 
new purchasing options. Despite these advancements, sales 
in the South African funeral market are still primarily face 
to face, and funeral parlours still hold much of the market 
share within the low-income segment.

Every phone platform has its place
For customers with smartphones, funeral policies can now 
be purchased online via a variety of apps. But the tried and 
tested and comparatively low-tech USSD interface is still a 
significant contributor to funeral sales. The advantage of the 
USSD-based phone is the simplicity of its user interface. This 
low-tech allows an insurer to collect weekly and monthly 
premiums from as little as R3 per week for R2 500 cover. 

While the number of opportunities for self-service sales is 
growing, the omnichannel approach means that agents, 
brokers and other distributors remain an integral part of the 
funeral cover channel. Technology plays a role by providing 
efficient user journeys across the insurance sales spectrum.

For example, VodaSure has created a technology and 
channel agnostic platform that enables it to partner with a 
range of distribution partners. These may include retailers, 
brokers, agents, call centres as well as institutions that want 
to add value to their communities. The availability of cloud 
services enables sales across all channels, with the only 
requirement being an internet connection.

Improving the claims process
Technology increases efficiency by improving the customer 

Omnichannel strategies 
for funeral policies 
extend financial 

inclusion
servicing and claims components. The development of 
sophisticated data and claims management systems reduces 
turnaround times in claims pay-outs. While funeral policy 
claims require slightly more administration, pay-outs can 
now be made within hours. 

Effective data management also empowers intermediar-
ies to improve customer relationships. Understanding the 
customer profile enables them to upsell different solutions, 
while not over-insuring the customer.

Turning to legislation
Legislative shifts have been key in enabling this rapidly 
changing environment. For more than a decade, regulators 
have acted with flexibility in maintaining the appropriate 
regulatory framework, while upholding prudential standards 
and promoting customer fairness. 

The Insurance Act established a new microinsurance license 
category, which was intended to reduce barriers to entry, 
encourage broader participation in the market and promote 
competition among insurance providers. Microinsurance 
products are intended to be more accessible, affordable 
and offer fairer outcomes for customers within a regulatory 
framework that makes it easier for those in lower income 
brackets to access insurance.

The new regulation is designed to protect low income 
customers by removing waiting periods for policies covering 
accidental death or disability and credit risk policies, among 
other changes. 

The new face of funeral insurance
COVID-19 has changed the economic and technology 
landscape. On the positive side, there has been an increased 
interest in funeral policies and some insurers have experi-
enced growth in sales. The pandemic has also reinforced the 
belief among insurance providers that the best way to build 
an online insurance business is to adopt an omnichannel 
approach, which meets the needs of customers and inter-
mediaries alike, at their point of convenience.

Jacques du Preez
Chief Actuary of VodaSure
Vodacom Financial Services
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One of the main aims of the Financial Sector 
Conduct Authority (FSCA) is to protect financial 
customers by promoting fair treatment by their 
financial institutions. The funeral industry in South 
Africa plays a vital role in the lives of all South 

Africans and engages with customers at a time when they 
are vulnerable and emotional.

Focusing on integrity and trust
It is critical that the financial relationship regarding funeral 
insurance, also called assistance business, is built on integ-
rity and trust. The basis for this is the ability of customers to 
trust the professionalism and competence of the financial 
staff they interact with when they take out a funeral policy, 
when they make changes to that policy and when they have 
claims against the policy.

The development of a financial industry that is competent 
is a key concern for the FSCA. Competence is the founda-
tion for all interaction between the industry and customers. 
It has various elements, and depending on a person’s role 
in the industry, they may be required to obtain different 
elements.

The table below provides all the elements of competence. 
The two elements that everyone needs are experience and 
product specific training. This is applicable to representa-
tives who only deal with funeral policies and applies to 
representatives who deal with multiple financial products, 
or who function as a category IV FSP, an assistance business 
administrator.

Burials on the rise
In January 2021, the Argus reported that the funeral indus-
try was seeing an increase of 44-70% in burials compared 
to a year ago. Yet, when one conducts an internet search 

under ‘funeral policies in South Africa’, you are met with a 
bewildering array of advertisements. The service offerings 
vary greatly in price and cover. It is against this backdrop of 
need and supply that the funeral insurance industry must be 
regulated.

Competence in the  
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funeral industry
Ensuring that the representatives can provide customers 
with clear and trustworthy information is an important role 
of the financial services provider (FSP). FSPs must place 
representatives under supervision, known as service under 
supervision, for specific periods, to give them exposure to 
the different elements of competence.

Where a person is appointed as a representative for assis-
tance policies only, the FSP must give them an opportu-
nity to develop experience and to participate in clear and 
detailed product specific training.

Services under supervision
Representatives who deal with a variety of financial 
products, and also those who deal with claims adminis-
tration, will need to obtain more of the core elements of 
competence. This will include regulatory examinations: 
RE5 for representatives and RE1 for key individuals and 

sole proprietors; class of business training; and a relevant 
qualification. 

There are specific milestones that were set for this in terms 
of the provision made for services under supervision. The 
purpose of supervision is to ensure that there are clear 
deliverables that the representative must reach before they 
can function independently in their interaction with custom-
ers. The table below expands on each of these elements.

The elements of competence are linked to milestones to 
ensure an orderly achievement of the applicable elements 
within the timeframe provided for under supervision. The 
milestones are important, as it signifies the achievement 
of skills and knowledge required for a representative to 
function with a greater degree of independence.

Knowledgeable and skilled staff
The ultimate aim of competence is to ensure that financial 
customers interact with financial institutions whose staff are 
knowledgeable and skilled, and can provide information and 
services that assist customers. In the funeral industry this 
is of utmost importance, as all households engage with the 
industry at some stage.

Ensuring that they engage with competent persons who 
understand the various requirements and can explain these, 
will help customers to build a relationship of trust and integ-
rity with the financial industry.

Stefanie Rossouw
Specialist: Regulatory Framework 
Department
Financial Sector Conduct Authority

Charene Nortier
Manager: Financial Advisers 
and Intermediaries
Financial Sector Conduct Authority



Funeral insurance is an important part of financial 
planning for most South Africans because it reduces the 
financial burden on families when they lose a loved one.

But what happens when an insured individual passes on and 
the family is unable to provide proof of insurance, because the 
surviving family members do not have the information needed to 
claim?

“While a situation like this may be resolved, 
it may delay the claims process. To avoid a 
situation like this, it is advisable that the 
insured person shares this type of informa-
tion with a trusted family member or lets 
them know who their financial adviser is, so 
they know who to contact in the unfortu-
nate event of death,” says Craig Aitchison, 
Operations Executive at Old Mutual.

According to Aitchison the claims process has evolved over the 
years due to the use of technology. “It is certainly easier and 
quicker for service providers to process and pay claims. At Old 
Mutual, our customers now have the option of submitting claims 
electronically in a few easy steps. When accompanied by all the 
required documents, the claim can be processed within a few 
hours or 24 hours at most,” adds Aitchison. 

Personalised funeral insurance
As part of Old Mutual‘s new personalised approach to personal 
cover, they now offer a new generation of funeral insurance, 
designed to provide a dignified burial for everyone in the family.

“Our experience is that in some instances, it costs households 
the equivalent of an entire year’s income to pay for a funeral. 
Breadwinners tend to take out funeral policies for the whole 
family, but this creates a ‘key-person risk’, which means that 
if the earner dies, is unable to work, or needs to reduce their 
expenses when they retire, the family’s cover is compromised. 
That is why it is important to ensure the client gets the right 
kind of cover to suit his or her personal circumstances,” says 
Aitchison.

Peace of mind
Old Mutual’s funeral insurance addresses exactly this problem. 
Part of the new personal cover solution is designed to give 
South African breadwinners the peace of mind that comes from 
knowing they can give everyone they take care of a proper 
burial.

The digital solution allows the insured to cover up to 22 family 
members and an unlimited number of dependent children but 
only pay for one dependent child.
It is a flexible solution that allows clients to increase or reduce 
their cover/premiums should their circumstances change.

“Covid-19 has already made many burial traditions impossible. 
Making sure that loved ones are taken care of – without being 
burdened by uncertainty and debt – is an important way to 
continue the legacy of care and help them sleep a little easier 
at night,” concludes Aitchison. 

ENSURE YOUR FUNERAL 
CLAIM IS PROCESSED 
SPEEDILY

STEPS THAT CAN BE TAKEN TO AVOID DELAYS
• Clients should enlist the services of a financial adviser to ensure that all of their funeral insurance related documents can 

be made available to their family. The family needs to know who the financial adviser is.

• Someone in the family should know where all the funeral insurance documents are stored. The insured needs to keep his or 
her insurer updated if any of his or her policy information changes. For example, if the insured gets married, has kids, adds 
additional family members to the policy, changes beneficiaries, gets divorced or needs to update contact information. 

• Identification documents such as an ID or passport should be easily accessible for claiming.

• The insured should specify who the beneficiary(ies) is/are in the funeral insurance documents. This will be the people who 
receive the payout once the claim is processed. 

• The insured should ensure that premium payments are up-to-date. 

• The insured has a responsibility to supply the correct information when signing up for funeral insurance, any false informa-
tion may lead to the claim being rejected. 

https://www.oldmutualinsurance.co.za/
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South Africa’s funeral insurance industry seems to be 
in the news often for all the wrong reasons. Accord-
ing to the latest Long-Term Insurance Ombuds-
man’s annual report, published in May 2020, the 
bulk of the complaints received in 2019 related 

to funeral insurance policies, with consumers complaining 
about unpaid claims and poor service.

What is more, the Financial Sector Conduct Authority 
(FSCA) regularly warns consumers against funeral insurance 
providers that are not underwritten by a registered long-
term insurer. The truth is, though, that funeral insurance 
is by far the most popular financial product among South 
African consumers. Funeral products play a fundamentally 
important societal role, both culturally and economically. It 
is therefore of cardinal importance that policyholders should 
enjoy the peace of mind of knowing their funeral plan is 
underwritten by a credible, reliable insurance provider.

No guarantee without underwriting!
The purpose of funeral insurance is to provide cover to help 
pay for the costs of funeral services, usually provided by a 
funeral parlour. A funeral policy must be underwritten by a 
licensed long-term insurer to ensure that the policyholder 
and their beneficiaries are guaranteed of their benefits 
being paid to them in the event of a valid claim.

The Insurance Act sets out the characteristics of a life insur-
ance policy underwritten under the funeral class of life 
insurance business, as set out in Table 1 of Schedule 2 of the 
Act. Section 5 (1) of the Act prohibits any unlicensed person 
from conducting insurance business in South Africa. This 
means that no funeral policy can be sold unless there is a 
licensed insurer on-risk for that policy. Any policy that is not 
underwritten by a licensed insurer is not legitimate in terms 
of the Act, putting consumers at risk of not getting their 
policy benefits should they claim.

The customer’s perspective
What factors should your clients consider before taking out 
funeral insurance? The FSCA regularly advises end-consum-
ers to check that the entity they are conducting business 
with, whether this is a brokerage, funeral parlour or an 
individual, is registered with the Authority to provide finan-

cial advisory and intermediary services. They should also 
check which category of advice the agent or representative 
they are dealing with is authorised to provide.

Consumers can verify whether or not an institution or 
person is authorised to render financial services by checking 
the FSCA website (www.fsca.co.za ) or calling them on 0800 
20 37 22. The law also states that every policy document 
must include the name of the licensed insurer who is under-
writing the policy. Once the policy document is received, 
consumers can check for the insurer’s details and contact 
the insurer to verify that the policy in question is indeed 
underwritten.

Breaking the law
There are serious repercussions for buying funeral insur-
ance from an unregistered or unauthorised financial services 
provider (FSP). Insurance is about risk. When consumers buy 
funeral insurance from a registered FSP, the benefits in their 
policies are guaranteed as long as they have fulfilled all their 
policy obligations, such as paying their monthly premiums.

However, if a consumer buys funeral insurance from an 
unauthorised FSP, then the policyholder and beneficiaries 
will not be guaranteed payment of benefits in the event of a 
claim. Furthermore, consumers who purchase funeral insur-
ance from an unregistered FSP may not have easy recourse 
to the FCSA or Long-Term Insurance Ombudsman should 
they experience problems with the underwriter or broker.

Whether you are in the business of selling funeral products 
or are looking to buy a funeral policy, be sure to do your 
research to make sure that both the product provider and 
sales agent you are dealing with are registered, and the 
policy appropriately underwritten.

Why must 
funeral 

policies be
underwritten 

by an insurer?

Isaac Mudau
Executive: Product Operations
BrightRock
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A FINAL REMINDER

We hope you have enjoyed the read!

We did this for you, but please share it as far and wide as possible. As an industry 
our role it to educate and we believe this is hugely educational.

If you are doing this for Continuing Professional Development (CPD) hours, and you 
have not registered with us before, you can go to FAnews.co.za/login. Register 
and then simply click on the Funeral Questions, which will be clearly marked. 

You do not pay to register, and you download the magazine at no cost. Articles 
have been accredited by the Financial Planning Institute (FPI). If you unsure about 
the process, just email reception@fanews.co.za and we will gladly assist you. The 

system is extremely easy to use. 

You can also register on our WhatsApp platform, but please make sure that you 
register on the website first, otherwise you will not be able to download your CPD 

certificates.
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