
� �

�

�

�

����������

�

� ����	�� � Is it Critical or not? (By Samuel Rossouw)�

 

In these difficult times, budget re-allocations/budget revamps (call it what you like) are at the order 

of the day and usually we start with those items we feel we can be without, or rather, those items 

that we can’t seem to quantify the value of TODAY.  But how sensible is it to cancel critical illness 

cover, rather than your DSTV subscription? 

For anyone who doesn’t have a family history of cancer, heart problems or diabetes, doesn’t 

smoke, gets enough exercise, has NO work stress and doesn’t eat any junk food, this 2Cents might 

not add enough value, for the other 98% of our readers, please read carefully.  

This month’s focus is on critical illness- /dreaded disease cover.  This is a benefit that you can 

purchase from an insurer and that will pay out in the event of the diagnoses of a disease that is 

defined in the policy schedule.  The list of diseases that are covered, are longer than the batting 

line-up of the Indian cricket team and also varies from one insurer to another, however some of the 

main benefits covered include: 

• Cancer & Leukaemia 

• Heart Attacks, -Conditions 

• Strokes 

• Specific Organ transplants 

• Arthritis 

• Alzheimer’s and Parkinson’s 

• Specific functional Impairments  

 

* Please Note that the above is a list of general diseases covered by insurers and not true for a particular 

insurer. 

 

 

Disclaimer:  Please see disclaimer on last page of this document and also on www.proverte.co.za.   
 ProVérte Wealth Management is an authorized financial services provider with FSP number 5966. 

 



�

�

 

Every insurer tries to wrap their product differently to make it more attractive for clients.  Depending 

on the insurer, clients can either purchase basic or comprehensive critical illness cover, they can 

choose between term cover or whole of life cover, different premium patterns, increase options, etc. 

etc.  Together with specific definitions and severity levels, this is a massive amount of info that a 

client (and an advisor) have to assess before deciding which product is the most appropriate.  

There has been a request from the public to standardize critical illness benefits so that clients are 

not influenced by immaterial features, but that they can base their decision on what insurer to use 

purely on the quality of the product definitions and pay-out ratios.  The Standardized Critical Illness 

Definitions Projects (SCIDEP) aim to accomplish just that.  They’ve developed a grid that contains 

the four most common diseases.  Clients can now, to some degree, compare the payout 

percentages per disease for every insurer.  For definitions go to 

www.proverte.co.za/files/asisa_disclosures_for_critical_illness_products_e.pdf 

 

Everybody would agree that critical illness cover is not on their top 3 list of insurance products, but 

obviously you want to cover your biggest risk, or rather you want to prevent a situation where you 

are not covered for a risk that statistically you are more likely to be exposed to.  

During 2009, R 235 million critical illness claims were paid by insurer 1. 

• 41% were paid for cancer related claims 

• 34% for heart related diseases 

• 6% for strokes 

• 19% of claims were paid for other diseases not mention above. 

 

During 2009 insurer 2 honoured approximately R 150 million worth of dreaded disease claims.  R 

167 million were paid out for disability claims and keeping in mind that people tend to buy more 

disability cover relative to critical illness cover, one could argue that claiming for critical illness, is 

statistically more frequent.  Of the R 150 million, 40% were for cancer claims, 34% for heart related 

diseases and 8% for strokes. 

It should be easy to see what the big diseases of our time are.  What is however more interesting is 

to observe the age of claimants? We often hear younger people argue that they don’t need critical 

illness cover, simply because they are too young and fall outside the risk area.  Statistics paint a 

slightly different picture. 
 

 

Disclaimer:  Please see disclaimer on last page of this document and also on www.proverte.co.za.   
 ProVérte Wealth Management is an authorized financial services provider with FSP number 5966. 
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Men are prone to 
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The cost of critical illness cover will depend on you

table below is the cost from different insurers for
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As usual, smokers have to pay more.  A 40 year male has to pay approximately 56% more if he 

smokes, compared to 

insurer 1.  N

important to note that the older you

a new policy).  Below is a summary 
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As usual, smokers have to pay more.  A 40 year male has to pay approximately 56% more if he 
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As usual, smokers have to pay more.  A 40 year male has to pay approximately 56% more if he 

smokes, compared to non-smoking tariffs which will be R 145.18
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As usual, smokers have to pay more.  A 40 year male has to pay approximately 56% more if he 

smoking tariffs which will be R 145.18

are taken into account in determining the price of risk cover.  It is also 

tant to note that the older you are, the more expensive your premiums become (if you take out 

a new policy).  Below is a summary of the cost of cover at different inception ages.
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The cost of critical illness cover will depend on your age, sex, 

table below is the cost from different insurers for R 250 000 of critical illness cover (cost per month)
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As usual, smokers have to pay more.  A 40 year male has to pay approximately 56% more if he 
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cost of cover at different inception ages.
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As usual, smokers have to pay more.  A 40 year male has to pay approximately 56% more if he 

smoking tariffs which will be R 145.18 per month
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cost of cover at different inception ages.
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As usual, smokers have to pay more.  A 40 year male has to pay approximately 56% more if he 
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* The above prices are based on rider, whole life benefit with a level premium pattern and standard 

tariffs.  A monthly income of R 25 000 pm was assumed. 

Medical Fund versus Critical Illness Cover. What is the difference? 

It is important to realise that there is a huge difference between a medical fund and critical illness 

cover.  A medical fund usually pays for the medical costs incurred during a doctor’s or hospital visit.  

Critical Illness cover pays out an amount (based on the amount of cover you purchased) if your 

disease/condition is covered in the list of diseases in the policy document.  The amount that pays 

out is irrelevant to the medical expenses incurred.  For example, your medical fund may pay for the 

cost of the reconstructive surgery during breast cancer.  But who will pick up the cost of trauma 

counselling?  Pay out from your critical illness cover will make it possible to fund these expenses. 

In our dealings with clients we often come across group benefits that DO NOT include critical illness 

cover, only life and disability benefits.  It may be just in your (and your family’s) best interest to have 

a good look at your group- and personal risk benefits and to determine what is covered and what 

not.  The fact that you have a product called “comprehensive critical illness” cover doesn’t mean 

you are covered for everything.  Also continue this discussion with your financial advisor. 

 

 

 

Disclaimer:  Please see disclaimer on last page of this document and also on www.proverte.co.za.   
 ProVérte Wealth Management is an authorized financial services provider with FSP number 5966. 
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2 Cents Fast Facts 

Recent changes to the Pension fund act affect the asset allocation on retirement products, i.e. 

retirement annuities, pension- and preservation funds.  The funds are restricted in terms of the 

specific assets that they hold: 

• A maximum of 75% may be invested in listed shares (domestic or foreign) 

• A maximum of 25% may invested in offshore assets (including offshore shares) 

• A maximum of 25% invested in local property. 

 

ProVérte will make the necessary changes to client’s portfolios when their investments come up for 

review.  The process for review already started on the 1st of April 2011.  All new investments will 

have to comply with the regulations.  If you need additional information regarding this issue, please 

feel free to contact any of our advisors. 

As usual, we welcome any feedback, be it positive of negative.  Please email to the writer 

(samuel@proverte.co.za) or just reply to this mail. 

 

The End 

It is possible to fail in many ways….while to succeed is possible in only one way. 

 

Aristotle (384 BC – 322 BC) 
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