
PROVIDING YOUR EMPLOYEES WITH APPROPRIATE 

GROUP RISK BENEFITS 

LIFE COVER 
 

 
Group life insurance provides members with a life cover benefit that is paid as a lump sum to the member’s 
beneficiaries and/or dependants. This benefit is provided as a multiple of their annual income. The benefit can 
be provided as an approved benefit, where the premiums are tax deductible but the benefit is taxable on claim. 
An approved benefit will be subject to Section 37C of the Pension Funds Act.  
 
If provided as an approved benefit, it is added to any applicable retirement fund and taxed according to the 
retirement tables, before being paid to the member’s dependants. The trustees of the fund have a duty to establish 
if the member has any dependants and, if so, what portion of the benefits they are entitled to and how these 
should be paid – lump sum or monthly. The member may complete a beneficiary nomination form which may be 
taken into consideration by the trustees, although they are not bound by this nomination. This may also be a 
lengthy process, usually anything between six to twelve months to complete.  
 
On the other hand, this insurance benefit may be provided as an unapproved benefit. In these circumstances, the 
premiums are not tax deductible, but the benefit is paid free of tax. This benefit is not subject to Section 37C of 
the Pension Funds Act, and is therefore paid directly to the member’s nominated beneficiary. This benefit is also 
not added to the member’s retirement fund and is paid as a separate claim.  
  

CAPITAL DISABILITY BENEFIT 
 

 

A capital disability benefit is an insurance benefit that is paid out to the insured in a lump sum in the event of 
permanent disability. In general, this benefit is calculated as a multiple of the employee’s risk salary. As per life 
cover, this benefit can be provided as either an approved or unapproved benefit. 

 
INCOME PROTECTION BENEFIT 

 

 

A disability income protection benefit is used to replace a percentage of the member’s risk salary should they 
become disabled and unable to generate an income. It is possible to protect up to 100% of the member’s income 
through an income protection benefit. If disabled, the insurer agrees to replace the member’s income, keeping 
pace with inflation each year, until the member’s retirement age. There is generally a waiting period of between 
three and six months applied to this benefit. This means that the member will only begin receiving their income 
benefit after the expiration of the waiting period. It is possible, however, for a claim to be assessed during the 
waiting period. An income protection benefit can be structured so as to provide an income replacement in the 
event of temporary or permanent disability.  
 
The traditional form of an income protection benefit is where the insurer protects 75% of the member’s salary in 
the event of disability. Subsequent to legislative amendments in 2016, insurers have created tax scales for income 
replacement benefits which provide between 85% and 100% of the member’s salary in claim. 

 
SEVERE ILLNESS COVER 
 

 

Severe illness cover provides a member with a lump sum benefit, based on a multiple of their risk salary, in the 
event that they are diagnosed with a serve illness or dread disease. This benefit can be structured to provide 
either a portion of the benefit based on the severity of the diagnosis or as a comprehensive benefit which pays 
the full benefit regardless of severity.  
 
  
 

The following provides an outline of the various risk cover benefits that can be provided on a group basis for 
employer groups: 



FUNERAL COVER 
 

 
The funeral benefit covers the member and his/her immediate family (spouse and legal children) up to a set Rand 
amount. This is a multi-claim benefit should it be required. Funeral cover is paid within 48 to 72 hours of the claim 
being submitted with all supporting documents and is paid in addition to any life cover present. The benefit also 
includes numerous additional benefits such as body repatriation. These vary between insurance providers.  

 
FREE COVER LIMIT 
 

 

This is a level of insurance cover which the insurer is willing to provide the member with no medical underwriting 
required. Should a member have a possible claim against any of their benefits which is in excess of this figure, 
they will be subject to medical underwriting before the risk provider will give full acceptance of the benefit. Should 
the insurer decline the above free cover limit amount, the member will be restricted to claim only the free cover 
limit of the benefit. Importantly, all members will always receive the lesser of their insured benefit or the free cover 
limit for a valid claim. This feature is important as it allows members who potentially may not be insurable in their 
personal capacities to be covered without any special terms or conditions or premium loadings which they may 
otherwise be subject to.  
  

CONTINUATION OPTION 

 

 

A continuation option allows the member to continue with their group insurance benefits in their private capacity 
should they leave the employ of the company and move to a new company which may not provide benefits. This 
insurance will need to be with the group risk insurance provider for the continuation option to apply. The 
advantage is this allows an uninsurable member to keep their benefits in place without exclusions or premium 
loadings they may otherwise have been subject to. In addition, if they have had a claim while employed and 
may no longer be insurable, the continuation option guarantees their future insurability.  
 

RETIREMENT PREMIUM WAIVER 
 

 

This benefit, which is an optional rider benefit to the income replacement, will insure the members employer 
contribution toward their retirement fund continues to the normal retirement age should they become permanently 
disabled. As an income replacement benefit is only paid to the member to the funds retirement age this benefit 
ensures their retirement fund is contributed toward and continues to grow to the normal retirement age. When the 
member no longer receives the income replacement benefit they may then choose to retire their fund to provide an 
income.  

 
UNIVERSAL EDUCATION BENEFIT 
 

 

An education benefit is designed to assist in covering the costs of educating a member’s children should they 
become permanently disabled or pass away whilst employed. Tuition fees are paid directly to the educational 
institution, up to certain limits, to ensure the benefits are handled fairly and appropriately. Provision is made for 
pre-primary, primary school, high school and university. The first undergraduate degree is provided for however 
additional allowances are made for longer, for example medicine, qualifications.  
 
For children who meet the requirements, the benefit will also provide for tuition and residential fees for 
international tertiary studies. Supplementary allowances are provided for additional expenses such as text books, 
stationery, uniforms and after school care. For university education the allowance assists with residential fees. An 
achievement allowance may be paid to children who achieve provincial or national colours for sporting or cultural 
activities. This may be used to assist with additional expenses associated with performing at these levels such as 
travel and accommodation. The benefit may also provide for children with special needs and will provide 
additional benefits to help cover the cost of special learning, behavioural or physical requirements.  


