Caveat Emptor -

excess Vs franchis

Not a day goes by that South African
consumers are not bombarded by
advertisements offering the best insurance
rates, coupled with all measure of gimmicks
and bells and whistles to secure the sale.
But the reality is that, thanks to technology,
finding the lowest-priced insurance
company is relatively easy. But finding one
that is reputable, honours the promises it
makes about its claims fulfilment and takes

the time to fully divulge the implications of

the fine print in your policy, is an entirely
different exercise.

“This is one of the key reasons why a
professional broker is a good investment.
Every day consumers and businesses are
exposed to risk and the broker’s role is to
examine your circumstances in detail and
impartially recommend covers to meet
those needs,” explains Mandy Barrett of risk
consultants and insurance brokerage Aon
South Africa.

“Comparisons between direct insurers and
brokers are odious, but the reality is that by
choosing to deal with the insurer directly a
policyholder in effect assumes the role of his or
her own broker - often without the necessary
specialised knowledge. If you choose to
take on this responsibility, you should be well
acquainted with insurance terminology, cover
requirements and the minefield of terms,
conditions, what's notinsured and so on. Most
consumers are not. A good example of this is
the flood of new direct insurance offerings on
the market that purport to have no excess on
their policy provisions. But in many instances,
if they have no excess built in, they will have
a franchise provision built in. But very few
consumers understand the implications of
what this means for them financially when it
comes to claims,” says Mandy.

The maximum amount paid following a
loss under any policy is limited by your sum
insured. However, there are ways where you
could be paid out less. For example, your
excess is a way in which your indemnity will be
limited. An excess is an amount of each and
every claim which is not covered by the policy
and is therefore borne by you.

A franchise is a level below which you agree
to bear the cost of your own losses up to an
agreed amount. The operation of a franchise
can be distinguished from an excess in that for
losses up to the amount of the franchise they
operate the same as an excess and you have
to pay the amount stated. If, however, your
claims exceed the amount of the franchise, the
insurer will pay the whole of the claim without
the deduction of the franchise amount.

A franchise is a provision in the insurance
policy whereby the insurer will not pay unless

damage (or loss) exceeds the franchise
amount. An excess (deductible) is a provision
in the insurance policy whereby the insurer will
pay any amounts of damage that exceed the
excess (deductible) amount.

The following example demonstrates:
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R100 000. The insurance policy contains the
franchise provision that claims must exceed
10% (R210 000) of the insured value. Say you
have an accident and the total value of your
loss is R8 000. Under this circumstance, you
are responsible for the entire R8 000 and the
insurance company will not pay you anything

on this loss. However, if the total value of
the damage to your vehicle is R15 000, the
insurance company is responsible for the full
R15 000, and you will receive this amount

in full.
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as above, the difference being that your
insurance policy contains the excess
provision that the insurance company will
not pay the first 5% (R5 000). If your damage
is less than R5 000, you are responsible for
the R5 000 in its entirety and the Insurance
Company will not pay you anything (same
as the franchise). However, in the second
example (loss at R15 000), you will be
responsible for the first R5 000 (your excess)
and will therefore receive only R10 000 from
your insurer.

Sounds like the franchise is the better option?
But beware the inevitable hidden costs!

The above explains the difference between
an excess and a franchise type of provisions
for an insurance policy and at first glance it
may look like the franchise is a better option.
However, you should carefully consider which
option really is better for you. Remember
that your premiums will vary in accordance
with what type of provision you choose and
although the franchise might seem appealing
at first, it will in virtually all instances cost you
more on your monthly premiums.

“Do the sums and compare the difference in
premium with an excess and with a franchise
— in almost all instances the difference in
premiums is far more expensive than the
perceived benefit of no excess,” warns Mandy.
“It's easy to get caught up in the hype of the
bells and whistles. But by consulting with
a professional broker, you ensure that not
only do you have the choice of comparing a
number of insurers with the most competitive
premiums and cover, but you also have expert
knowledge on all the provisions contained in
the policy fine print. And in the event of a claim,
you also have a professional on your side to
negotiate on your behalf with the insurer, using
their business clout and expertise to arrive at
the best settlement,” concludes Mandy.

Harry’s fast facts about

esolar energy

The sun has produced energy for billions of
years. Solar energy is the sun’s rays (solar
radiation) that reach the earth. South Africa

is a land of sunshine - so why don’t we use
this free energy to replace the energy we
pay for in our homes?

Harry the Hominid, Maropeng’s
spokeshominid, offers some advantages of
solar energy.
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forms of energy, such as heat and electricity.
We usually use solar energy in two ways:
1.To generate electricity by catching the rays
of the sun in solar panels, which convert the
sun’s energy into electricity. This electricity
is stored in batteries until it is used. 2. To
heat water - water is stored in tubes which
are mounted in a sunny spot - like on the
roof of a house. The water heats up from
the rays of the sun, and is then stored in a
geyser for us to use when needed.
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source of energy that exists at present.
Once installed, solar systems need no
attention, maintenance or fuel, and can last
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ambassador

‘stars in Jersey Boys

You may know Emmanuel Castis
from his early days on TV as Steve in
Chris Spencer in the drama

Isidingo,
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from Scandal. This young talent is no
stranger to the performance world of
SA and to Generation Earth. In 2011
Emmanuel was named one of our
esteemed Celebrity Ambassadors and
has been a great spokesperson for GE
and for the environmental work done in
different communities.

This live wire won the 2008 Strictly Come
Dancing Reality show. Now, once again,
Emmanuel is on stage and playing Nic
Massi in Jersey Boys as one of the
legendary Four Seasons members.

With all his singing, acting and dancing it's
great to come across
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Emmanuel Castis: Singer, Actor and Dancer,
Cito: Musician and Head of Peace Starts SA, Catherine Constantinides Model and

Founder of Generation Earth.
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H HOMINID: Remember to follow Harry on
Twitter on @harrythehominid.
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unlimited.
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water pollution.
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such a busy celebrity wh
still has time for the environ
Emmanuel has planted trees ,
observed Earth Hour, attended the
Generation Earth Summit as well as
attended school launch assemblies.

We wish Emmanuel Castis all the best
with the new hit show. If you know of a
celebrity, sports star, singer or dancer
who is interested to give back to the
community and to the environment, please
contact us on 082 5050 664 or e-mail
generationearth@mweb.co.za and let us
grow the GE Family of Change Makers
- where people are changing their way of
thinking and behaviour to benefit people
and planet. Tweet us and share your
celebrity suggestions with us.
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Christina Storm: Model and Actress,
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