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THE MEDICAL SCHEMES INDUSTRY IN 2016

The CMS is in the third year of using the new Dynamic Database Driven Annual Returns System (DDDR) to collect the Healthcare Utilisation Returns
(ASR). The aim of the new system is to ensure that healthcare utilisation measures in the Healthcare Utilisation Annual Statutory Returns (ASR) are
adequately defined and not open to varying interpretations by medical schemes.

In order to accommodate all administration systems, the guidelines and specification documents are deliberately targeted at the lowest common
denominator. The standards in the specification documents will be gradually raised to allow for the collection of healthcare indicators that are currently
not available from all medical schemes. The updated guidelines and specification documents are not meant to change the definitions of healthcare
utilisation indicators, but rather to strengthen these definitions and improve consistency.

The CMS will continue to work on improving the system and will consult with all stakeholders in this process. The CMS will also investigate the option of
having certain sections of the healthcare utilisation data audited in the future. The submission of quality data is very important for monitoring, research
projects and ultimately health policy recommendations to the National Department of Health (NDoH).

Gross benefits paid (benefits paid from risk pool plus savings) reported in the utilisation section of this report (pages 128 to 173 and annexures
C to K) differ slightly from gross benefits reported in the financial statutory returns section. This is a result of definitional issues and the application of
accounting principles.

Note that all figures reported in the utilisation section of this report for the financial year 2015 have been revised and as a result may differ with the
amounts reported in the previous year’s annual report.

Demographic information
Number of schemes and benefit options

The number of medical schemes has decreased due to the amalgamation of LMS Medical Fund and Bonitas Medical Scheme on 1 October 2016. At
the end of 2016, there were 82 medical schemes, consisting of 22 open schemes and 60 restricted schemes. The decline in the number of schemes
from 2006 to 2016 is illustrated in Figure 1 below.

Figure 1: Number of schemes 2006 - 2016
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The classification of schemes by size has remained largely unchanged between 2015 and 2016, as shown in Table 1. Small sized medical schemes
are more prevalent in restricted schemes compared to open schemes. High fragmentation of risk pools is a barrier to re-distributional capacity and are
likely to increase costs due to administrative duplication. The continued existence of small and fragmented risk pools remains a concern to the Office
of the Registrar.

Table 1: Number of schemes by size and type as at 31 December 2016

Type of scheme Size of scheme 2014 2015 2016
Open schemes Very Large 4 3 3
Large 7 8 7
Medium 6 7 7
Small 6 5 5
Restricted schemes Very Large 2 2 2
Large 7 6 6
Medium 21 23 23
Small 30 29 29
All schemes Very Large 6 5 5
Large 14 14 13
Medium 27 30 30
Small 36 34 34
Total 83 83 82

Very large => 220 000 beneficiaries

Large => 65 000 beneficiaries, but < 220 000 beneficiaries
Medium  => 15000 beneficiaries but < 65 000 beneficiaries
Small < 15000 beneficiaries

Trend in average number of options

In 2016, open medical schemes had on average 6.5 benefit options per scheme, compared to approximately two benefit options for the restricted
schemes. For the industry as a whole, the average number of benefit options was about 3.5. Over time, there has been a slight increase in the average
number of benefit options for open schemes. The difference in the average number of benefit options between open and restricted schemes is due
to differences in competition dynamics. Open medical schemes generally use benefit design as a mechanisms to achieve any one of the following
objectives: i) marketability and competiveness of benefit options; ii) effective risk-pooling and iii) the mechanism through which healthcare benefits are
rationed and delivered.

Figure 2: Average number of options 2006 — 2016
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THE MEDICAL SCHEMES INDUSTRY IN 2016 (CONTINUED)

Membership of medical schemes

There was a year-on-year increase of 0.78% in the total number of medical scheme beneficiaries, from 8.809 million in December 2015 to 8.879 million
in December 2016. The total number of beneficiaries of restricted schemes increased by 1.39% compared to a 0.30% increase in the beneficiaries of
open schemes.

Table 2: Membership of schemes 2015 and 2016

Type of scheme Year Members Dependants Beneficiaries % change
Open schemes 2015 2327137 2611316 4938 453

2016 2 347757 2605423 4953 180 0.30%
Restricted schemes 2015 1623 790 2247 280 3871070

2016 1644 345 2280 556 3924 901 1.39%
All schemes 2015 3950 927 4 858 596 8809 523

2016 3992 102 4885979 8878 081 0.78%

Figure 3 depicts the trend in medical scheme coverage for the past 11 years. The number of beneficiaries increased from 8.809 million in 2015 to 8.878
million in 2016. This represents an increase of 0.78%. Beneficiaries belonging to open schemes constituted 55.8% of the total number of beneficiaries
at the end of 2016.

Figure 3: Number of beneficiaries 2006 — 2016
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Average age, pensioner ratio and gender distribution

Table 3 shows the average age of beneficiaries and the proportion of pensioners (beneficiaries aged 65 years and older) by scheme type and gender.
The average age of medical scheme beneficiaries in 2016 was 32.5 years, which is slightly older than the 32.3 reported in 2015. Female beneficiaries
were generally older than male beneficiaries. The average age of female medical scheme beneficiaries was 33.4 years in 2016 and that of males was
31.5 years. The pensioner ratio increased slightly to 7.9% for the industry, with pensioner ratios for both male and female beneficiaries rising.

130

ANNUAL REPORT 2016/2017 //




Table 3: Average age of beneficiaries and pensioner ratio 2014, 2015 and 2016

Type of scheme Gender Average age and pensioner ratio 2014 2015 2016
Open schemes Female Average age in years 34.2 345 34.7
Pensioner ratio (%) 9.3 9.7 10.1

Male Average age in years 32.8 33.0 33.2

Pensioner ratio (%) 7.6 7.9 8.2

Total Average age in years 33.6 33.8 34.0

Pensioner ratio (%) 8.5 8.8 9.2

Restricted schemes Female Average age in years 31.3 31.6 31.9
Pensioner ratio (%) 6.8 7.0 7.1

Male Average age in years 289 29.1 291

Pensioner ratio (%) 4.9 5.1 5.2

Total Average age in years 30.2 30.5 30.6

Pensioner ratio (%) 5.9 6.1 6.3

All schemes Female Average age in years 32.9 33.2 334
Pensioner ratio (%) 8.2 85 8.8

Male Average age in years 311 31.3 315

Pensioner ratio (%) 6.4 6.7 7.0

Total Average age in years 321 323 325

Pensioner ratio (%) 7.3 7.7 7.9

Figure 4 shows the age and gender distribution of medical scheme beneficiaries for 2006, 2015 and 2016. A bimodal distribution is evident, for both
male and female beneficiaries. Age bands under 1 to 15-19 years featured more male beneficiaries while female beneficiaries outnumbered males in
the age groups 20 years and older.

Figure 4: Age and gender distribution of beneficiaries 2006, 2015 and 2016
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THE MEDICAL SCHEMES INDUSTRY IN 2016 (CONTINUED)

Figure 5 illustrates how the proportion of beneficiaries by age band has changed over time, from 2006 to 2016. There were proportionally more
beneficiaries in the ages between 10 and 24 years, as well as between 35 and 49 years, for 2006 compared to 2016. In 2006, there were proportionally
less beneficiaries under 9 years of age as well as over 50 years of age. The increase of members in the age bands over 50 years has greater cost
implications as beneficiaries in the older age bands have higher average costs. This trend is more prominent in the open schemes and a negative
change in the age distribution can have a significant impact on the cost of healthcare.

Figure 5: Proportion of beneficiaries per age band 2006 vs 2016
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Trend in the average age of beneficiaries

Figure 6 shows the trend in the average age of beneficiaries from 2006 to 2016. Beneficiaries of restricted medical schemes were older than those of
open schemes until 2006. This changed in 2007, primarily due to the introduction of GEMS, when the average age of beneficiaries in restricted schemes
became lower than that of open schemes. On the other hand open schemes have shown a gradual increase in the average age.
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The impact of GEMS and Discovery Health Medical Scheme (DHMS) on restricted and open schemes is also reflected in Figure 6.

Figure 6 further illustrates that the average age of beneficiaries of open schemes in 2016 was 34.0 years (and is 35.1 years if DHMS is excluded) while
the average age of beneficiaries of restricted schemes in 2016 was 30.6 years (and is 31.1 years if GEMS is excluded).

Figure 6: Age of beneficiaries 2006 — 2016
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Dependant ratio

The dependant ratio measures the average number of dependants per principal member. The dependant ratio for the industry decreased slightly from
1.23in 2015 to 1.22 in 2016. The dependant ratio changed slightly for open medical scheme from 1.12 to 1.11 and restricted medical schemes from
1.38 to 1.39. See Figure 7 for more detail.

Figure 7: Dependant ratio in schemes 2006 — 2016
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THE MEDICAL SCHEMES INDUSTRY IN 2016 (CONTINUED)

Coverage by province

Figure 8 shows the distribution of beneficiaries by province during 2016. This data is collected primarily on the basis of the location of principal
members. Approximately 39% of beneficiaries were located in Gauteng. The Western Cape and KwaZulu-Natal accounted collectively for approximately
2.56 million beneficiaries, comprising 29% of the total number. Table 4 and Figure 8 provide further detailed information.

Figure 8: Provincial distribution of beneficiaries 2016
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Table 4: Provincial changes in beneficiaries 2015 - 2016

Province 2016 2015 % Growth
Gauteng 3479810 3381 051 2.92%
Western Cape 1309 134 1297 359 0.91%
KwaZulu-Natal 1253 144 1244 568 0.69%
Eastern Cape 638 434 643 620 -0.81%
Mpumalanga 545 595 5569 573 -2.50%
North West 461 237 480 496 -4.01%
Limpopo 412 936 405 353 1.87%
Free State 387 739 385224 0.65%
Unclassified 207 996 227 824 -8.70%
Northern Cape 179 595 181608 -1.11%
Outside the Republic 2461 2847 -13.56%
All provinces 8 878 081 8 809 523 0.78%

Healthcare benefits

Total healthcare benefits paid

The total healthcare benefits paid refers to the sum of the benefits paid from both the risk pools of medical schemes and the savings accounts of
members. Expenditure on healthcare benefits increased (in nominal terms) by 8.87% from R138.89 billion in 2015 to R151.21 billion in 2016.

The average amount spent per beneficiary per annum (pabpa) went up by 8.30% in 2016, from R15 843.35 to R17 157.77.
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Figure 9 shows the proportions of benefit expenditure paid by medical schemes to various categories of healthcare providers for the period between
2014 and 2016.

Figure 9: Distribution of healthcare benefits paid 2014, 2015 and 2016
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Total hospital expenditure by medical schemes comprised R56.61 billion or 37.44% of the R151.21 billion that medical schemes paid to all healthcare
providers in 2016.

Total medical scheme expenditure on private hospitals increased by 9.80% to R56.32 billion in 2016 from R51.29 billion in 2015. Inpatient admissions
constituted about 87.75% of the R56.32 billion paid to private hospitals in 2016 (same-day inpatient admissions constituted 12.25%). The average
amount pabpa paid to private hospitals increased by 9.22%, from R5 850.85 in 2015 to R6 390.53 in 2016.

Medicines (and consumables) dispensed by pharmacists and providers other than hospitals, amounted to R23.95 billion or 15.84% of total healthcare
benefits paid. This represents an increase of 4.65% compared to the R22.89 billion spent in 2015.

The amount paid to supplementary and allied health professionals in 2016 increased by 8.01%, from R10.15 billion in 2015 to R10.97 billion in 2016.
This category accounted for 7.25% of all benefits paid by schemes in 2016.

Expenditure on general practitioners (GPs) amounted to R8.96 billion or 5.93% of healthcare benefits paid, representing an increase of 3.25% on the
2015 figure of R8.68 billion. Only 9.92% of the R8.96 billion paid to general practitioners in 2016 was paid to general practitioners operating in hospitals.

Payments to all specialists (anaesthetists, medical specialists, pathology services, radiology services and surgical specialists) amounted to
R36.32 billion or 24.02% of total healthcare benefits paid in 2016. This amount increased by 9.92% from R33.04 billion paid in 2015.

Payments to medical specialists amounted to R10.24 billion or 6.78% of total healthcare benefits paid in 2016. About 51.33% of the R10.16 billion paid
to medical specialists in 2016 was paid to medical specialists operating in hospitals. Expenditure on pathology amounted to R8.16 billion or 5.40% of
healthcare benefits paid. Expenditure on surgical specialists and radiology services amounted to R8.04 billion and R6.69 billion respectively.

Figure 10 shows benefits paid to different disciplines per event (visit). Total benefits paid per event is calculated as total benefits paid (from risk +
savings) divided by the number of visits to a provider. Notice that the cost (or benefits paid) per event must be interpreted with caution as the calculation
does not take into account other factors such as the number of hours spent per event.

In 2016, benefits paid to anaesthetists averaged at R2 935.67 per event (visit). This represented an increase of 7.47% from the 2015 figure of
R2731.53 and was the highest average paid per event in the industry, but in total, anaesthetists consumed less than 3% of all benefits paid. The amount

paid to surgical specialists was R2 030.56 per event.
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THE MEDICAL SCHEMES INDUSTRY IN 2016 (CONTINUED)

General practitioners (GPs) were paid the lowest amount at an average of R369.20 per event. This represented an increase of 4.42% from the 2015
figure of R353.56. The average amount paid to GPs per event in 2016 for in-hospital consultations was R861.45. This is more than twice the average
amount paid for out-of-hospital consultations, the average being R328.00.

Figure 10: Total benefits paid per event (visit) 2016
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Healthcare benefits paid from risk pool

A detailed breakdown of how medical schemes used their risk pools to cover healthcare benefits is provided in Figure 11.

Healthcare benefits that medical schemes covered from their risk pools, amounted to R135.98 billion in 2016 compared to R124.54 billion in 2015,
which is an increase of 9.18%. The average risk amount pabpa increased by 8.87% to R15 429.36 in 2016 compared to R14 172.56 in 2015.

Hospital expenditure accounted for 41.46% of risk benefits paid in 2016. Expenditure on medicines dispensed accounted for 13.52% of total risk pool
benefits. Medical specialists consumed 6.86% of the pie, while risk pool expenditure on GPs was R6.81 billion or 5.01% of total risk pool benefits.

Figure 11: Distribution of healthcare benefits paid from risk pool 2016

©  Hospitals 41.46% © Rediology 4.45%
Medicines dispensed 13.52% Anaesthetists 2.32%

\

Medical specialists 6.86% Other Health Services 2.18%

Supplementary and allied
health professionals

Surgical specialists 5.61% Dental specialists 0.51%

6.14% Dentists 1.62%

.
-

Pathology 5.27% Medical technology 0.06%

General Practitioners 5.01% Ex-gratia payments 0.05%

[

Out-of-hospital managed

0,
care arrangements 4.94%

136 ANNUAL REPORT 2016/2017 //




Healthcare benefits paid from savings

Of total healthcare benefits paid, medical schemes paid R15.23 billion (10.07%) from beneficiaries’ personal medical savings accounts in 2016. Figure
12 shows that medicines absorbed the largest share of savings accounts expenditure in 2016 (36.57%). Supplementary and allied health professionals
took up 17.21% of healthcare benefits paid from savings accounts.

General practitioners accounted for 14.11% and dentists for 8.39%, while pathology services absorbed 6.61% and medical specialists took 6.05% of
healthcare benefits paid from savings accounts.

Figure 12: Distribution of healthcare benefits paid from savings 2016
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Trends in total healthcare benefits paid

Figure 13 shows trends in the distribution of healthcare benefits that medical schemes have paid to various categories of service providers since 2006.
These figures have been adjusted for inflation, with 2016 used as the base year.

Note that historical (pre-2014) provider classifications have been used in order to create continuity and preserve historical data. The groupings differ
slightly with provider classifications used in other sections of the report.

Historical values are revised when the base period changes and will not correspond to the values reported in the 2015 annual report. The figures are
reported in real (or constant) terms, implying that the historical data has been adjusted to 2016 prices, using the Consumer Price Index (CPI).

Figure 13: Total healthcare benefits paid 2006 — 2016 (2016 prices)
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THE MEDICAL SCHEMES INDUSTRY IN 2016 (CONTINUED)

In 2016, medical schemes’ expenditure on private hospitals increased in real terms by 9.80%, which amounts to a total of R56.32 billion. In 2015, it
totalled R51.29 billion. The sustained increase in expenditure on private hospitals, rising from R30.5 billion in 2006 to R56.32 billion in 2016, is illustrated
in Figure 13.

The bulk of medical schemes’ total expenditure continues to be paid to hospitals and specialists. Benefits paid to specialists in 2016 amounted to
R36.32 billion in real terms, an increase of 9.92% in real terms when compared to the R33.04 billion spent on this item in 2015.

It should be noted that the annual growth in membership must be taken into account when considering changes in the total expenditure of medical

schemes.

Healthcare benefits paid per beneficiary

Figure 14 shows the changes in healthcare expenditure per average beneficiary per annum (pabpa) from 2006 to 2016 in real terms (at 2016 prices).
The amount paid in real terms on private hospitals increased by 9.22%, from R5 850.85 pabpa in 2015 to R6 390.53 pabpa in 2016.

The amount spent on specialists increased in real terms from R3 769.11 pabpa in 2015 to R4 121.31 pabpa in 2016, an annual increase of 9.34%. There
was an increase of 4.10% in real terms for the benefits paid medicines dispensed.

Figure 14: Total healthcare benefits paid pabpa 2006 — 2016 (2016 prices*)
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Out of pocket payments

The total out of pocket payments (OOPs) has been calculated as the difference between the total amounts claimed less the total risk benefits paid by
medical schemes. This may understate the actual level of OOP as medical scheme beneficiaries don’t always submit a claim for healthcare services
when they run out of benefits. OOP expenditure cannot be recorded when no claims are submitted.

In 2015, the level of OOP was at least 18.6% of total healthcare expenditure among medical scheme beneficiaries. This amounted to approximately
R27.2 billion in nominal terms. In nominal terms, OOP grew by 13.4% to R29.7 billion in 2016 compared to 2015. This represents 18.6% of total
healthcare expenditure for beneficiaries.

The bulk of OOP was for out-of-hospital medicine claims, which constituted 32% of all OOP expenditure in 2016. The next highest expenditure was
for Supplementary and Allied Health Professionals, which amounted to 16% of total OOP expenditure. A similar trend was observed in the previous
financial year.
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Figure 15: Out of Pocket Payments (OOPs) for 2016
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Prescribed Minimum Benefits (PMBs)

The total expenditure on prescribed minimum benefits (PMBs) by medical schemes amounted to R73.1 billion in 2016. The total risk benefits paid
in 2016 was R136 billion. Therefore, the PMBs constituted 54% of total risk benefits paid. In 2015, PMBs constituted 51% of total risk benefits paid.

The expenditure on PMBs for 2016 was R680 per beneficiary per month (pbpm), representing a 7.6% increase from the recalculated figure of R632
for the 2015 financial year.

The expenditure on PMBs varies from scheme to scheme and the differences can be seen in Figure 16. The variation is due to a number of factors such
as different risk profiles and efficiency within the schemes. The other reason for variation, which is of concern to the CMS, could be non-compliance in
terms of either payment of PMBs or improper reporting on the level of PMBs.

Figure 16: PMB expenditure by scheme for 2016
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Ten (10) schemes reported PMB expenditure below R250 pbpm — equally split between open and restricted schemes. The open schemes seem to
have lower costs of PMBs on average.

The medical schemes’ expenditure on PMBs is monitored from year to year. The expenditure on PMBs is mainly driven by a combination of
the following:

+ Beneficiary profile, which speaks to the level of cross subsidisation between the young and the old; the sick and the healthy.
+ Prevalence of chronic conditions and disease burden
+ Expenditure on treatment, which is strongly linked to contracting between schemes and providers
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THE MEDICAL SCHEMES INDUSTRY IN 2016 (CONTINUED)

Figure 17: PMB expenditure and change in beneficiaries by age band
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Figure 17 depicts the relationship between medical schemes’ expenditure on PMBs, the beneficiary profile and the change in beneficiary age profile.
The expenditure on PMBs generally increases with age. In ages above 45, the expenditure on PMBs is higher than the industry average of R680 pbpm.
The PMB expenditure for beneficiaries aged one year or less is significantly more than the industry average. The ages from one to 44 years have PMB
expenditure below the industry average. To maintain a reasonable PMB expenditure increases from year to year, the membership growth in the age
groups encompassing 1 to 44-year olds should be higher than the growth in age ranges with PMB costs above the average of R680 pbpm (beneficiaries
aged one year or less, and those older than 45). As shown by figure 17, this has not been the case. There is negative growth in age ranges 20 to 29
years, while growth rates are relatively low in the age ranges 1 to 19 years.

The graphs of PMB expenditure for 2015 vs 2016 by age band, reflect almost no increases in expenditure in the ages under 44 years. However, from
age 45, there is an increase in costs from 2015 to 2016. This age range experiences the greatest growth in membership, yet it experiences the greatest
increase in PMB expenditure as well. From age 65 onwards, the growth in membership is in excess of 5%.
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Figure 18 shows the medical schemes expenditure and prevalence of the Chronic Conditions List (CDL) conditions. Generally, the more prevalent a
condition is, the more medical schemes would spend on it pbpm.

Figure 18: Expenditure and prevalence of chronic conditions
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Hypertension remains the most prevalent CDL condition among medical scheme beneficiaries. In 2016, the prevalence of hypertension was 134,21 per
1000 beneficiaries compared to 130,05 per 1 000 beneficiaries in 2015. This CDL is the most expensive on a per-beneficiary-per-month basis. In 2016,
medical schemes spent R23,27 pbpm up from R22,42 pbpm in 2015.

Cardiovascular diseases recorded significant increases in prevalence. The prevalence of cardiomyopathy increased by 33%, chronic renal disease by
13% and Diabetes Mellitus Type 2 increased by 12%.
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THE MEDICAL SCHEMES INDUSTRY IN 2016 (CONTINUED)

Figure 19: Expenditure on chronic conditions in 2015 and 2016
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Figure 19 shows the prevalence of CDL conditions and medical schemes expenditure on CDLs per patient per month (pppm).

The average expenditure on each CDL per patient registered on each scheme’s chronic program is monitored from year to year. Haemophilia had
the highest expenditure per patient registered, compared to other CDLs. In 2016, schemes spent R26 479 pppm compared to R28 393 pppm in 2015.

Chronic renal disease and multiple sclerosis had significantly higher expenditure on a per-patient-per-month basis compared to the remaining CDLs.

The pppm expenditure is much lower than the Scheme Risk Management estimated cost per patient for most of the CDLs. This may be due to either
under-reporting of the expenditure by schemes, or a reflection of the quality of care provided by the medical schemes. The latter possibility is consistent
with the data submitted on the quality of care.
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Figure 20: Top 10 Disease Treatment Pairs (DTPs) by expenditure pbpm
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Figure 20 depicts the medical schemes’ expenditure on Disease Treatment Pairs (DTPs) conditions for 2016 and 2015. Most of the DTP expenditure
is in hospital.

Pregnancy was the most expensive DTP in 2016, with schemes spending R38 pbpm. The composition of the top 10 DTP conditions has not changed
significantly since 2015.

Default emergency conditions and treatable breast cancer had the highest expenditure outside hospital, amounting to R10.74 and R7.86 pbpm
respectively.

Table 5: Top 10 Disease Treatment Pairs (DTP) conditions

Total expenditure on DTP

DTP Diagnosis conditions (R billion)
Pregnancy 4123
Default emergency DTP code for claims that cannot be classified as DTP or CDL 4058
Major affective disorders; including unipolar and bipolar depression 2759
Bacterial; viral; fungal pneumonia 2658
Acute and subacute ischemic heart disease; including myocardial infarction and unstable angina 2538
Closed fractures / dislocations of limb bones / epiphyses (excluding fingers and toes) 1885
Cataract; aphakia 1763
Respiratory conditions of newborn 1553
Metastatic infections; septicaemia 1359
Cancer of breast - treatable 1282
Total Cost 23 980

The top 10 DTP conditions cost R20.6 billion in 2015 compared to R23.9 billion in 2016.
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Quality of care

The CMS embarked on an industry-wide, ongoing consultative process to establish the best standard of care that is clinically appropriate and cost
effective in medical schemes. The process identified appropriate process indicators and outcome indicators for the management of CDL conditions. So
far, 14 of the CDL conditions have gone through the process.

The CMS has collected data on these 14 CDL conditions and more CDLs will be included in the future. The data collected includes the number of
chronic patients receiving appropriate care per CDL condition. The coverage ratios for these conditions are listed in Annexure K by scheme and benefit
option.

HIV is the best managed CDL condition with coverage ratios as high as 75%. The coverage ratios are disappointing for other chronic conditions. There
is also wide variation of coverage ratios, if one compares benefit options and ultimately the managed care organisations. The 2015 figures have been
restated.

The CMS is to publish a separate comprehensive on the coverage ratios for each of the 14 CDL conditions. The outcome indicators will be included
in this report.

Figure 21: HIV coverage ratios
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The proportion of beneficiaries receiving antiretroviral therapy (ART) is 81% in 2016, which is up from 76% in 2015. The coverage of HIV monitoring
tests has also increased, with increases from about 71% in 2015 to 74% in 2016 and 72% in 2015 to 75% in 2016 for viral load tests and the CD4
counts respectively.

Restricted schemes had higher coverage of the CD4 tests and the viral load tests, about 76% for both tests in 2016 compared to 72% for the CD4 test
and 71% for viral load test on open scheme beneficiaries.
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Figure 22: Hypertension coverage ratios
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Hypertension is the most prevalent chronic condition across medical scheme beneficiaries. The coverage ratios of hypertension are very low. About
71% of hypertensive patients receive hypertension treatment. The coverage ratios of monitoring tests to help with patient management. The coverage
for the electrocardiogram test was unchanged at 17.0% for 2015 and 2016. The coverage of the total cholesterol test was higher — 33% in 2015,
increasing marginally to 34% in 2016.

The coverage ratios of hypertension monitoring tests was similar between open and restricted schemes, though a greater number of hypertensive
beneficiaries were on treatment on the restricted schemes.

Considering this data alone, it appears the registration of hypertensive patients on the CDL management program is presently aimed at giving patients
access to drugs rather than at managing the condition.

Figure 23: Diabetes Mellitus Type 2 coverage ratios
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Diabetes Mellitus is becoming more prevalent. The coverage ratios in Figure 23 are for Diabetes Mellitus Type 2. The coverage ratios are low, with
monitoring tests such as the creatinine test being 47% in 2015 while the HbA1c test was 25%. Restricted schemes had considerable higher coverage
for the HbA1c test, 37% compared to open schemes which had only 13%.

The proportion of DM2 patients receiving DM2 treatment was 50% in 2016, increasing by 3% when compared to 2015.

Utilisation of healthcare services

Primary healthcare services

Primary healthcare providers act as a first point of contact and are responsible for patients’ continuing care. Ideally, the primary healthcare providers
(medical, dental or nurse practitioner) should also be responsible for the coordination of secondary care that the patient may need. This is not always
the case in the South African medical scheme environment. Patients are free to enter the healthcare system at any point in the system.

Table 6 and Table 7 show patterns in the out-of-hospital utilisation of primary healthcare providers by type of scheme.

The number of medical schemes beneficiaries visiting general practitioners (GPs) at least once a year was 737.25 and 730.96 per 1 000 beneficiaries
for 2015 and 2016 respectively. The overall rate of general practitioner consultations has shown a slight reduction of 6.29 per 1 000 beneficiaries or
0.9% during the period under review. The number of beneficiaries visiting GPs was higher in the restricted schemes for both 2016 and 2015 financial
years when compared to open schemes.

Visits to general dental practitioners showed a slight decrease between 2015 and 2016, at 214.88 and 212.46 per 1 000 beneficiaries respectively. More
beneficiaries in restricted schemes (237.82 per 1 000) had at least one dentist consultation in 2016 compared to those in open schemes (192.33 per 1
000). Similar trends were observed during 2015.

Visits to registered nurses increased from a revised 12.59 per 1 000 beneficiaries in 2015 to 17.96 per 1 000 beneficiaries in the 2016 financial year.
The number of consultations with a nurse was higher in restricted schemes than in open schemes, during the period under review.

The frequency of average GP visits per patient increased from 3.59 in 2015 to 3.75 in 2016, while visits to dentists remained largely unchanged at about
1.94 visits per patient. On the other hand, nurse visits per patient showed a minor reduction from 2.53 to 2.17 per patient, during the period under review.

Avisit in this report is defined as an actual valid beneficiary consultation with a service provider or an event leading to a submission of a valid claim.

The amount paid to primary healthcare providers is higher for dentists compared to both GPs and nurses. Moreover, a large portion of dental care
is paid for from the member savings account (MSA). It must be noted that the unexpectedly large per-beneficiary-expenditure on dentists may be
attributed to associated services such as laboratory fees and consumables.
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Table 6: Utilisation of primary healthcare services in 2015 and 2016

Discipline Open  Restricted Restricted

Provider utilisation per 1 000 beneficiaries

General medical practice 689.58 783.11 730.96 681.43 807.87 737.25
General dental practice 192.33 237.82 212.46 193.4 242.06 214.88
Registered nurses 15.58 20.97 17.96 11.97 13.37 12.59
Provider utilisation per patient

General medical practice 3.46 3.75 3.6 3.44 3.75 3.59
General dental practice 1.97 1.89 1.93 1.96 1.91 1.94
Registered nurses 21 2.23 217 2.31 2.79 2.53
General medical practice R204.49 R307.22 R255.31 R186.42 R298.78 R243.21
General dental practice R356.82 R859.27 R601.07 R351.29 R785.25 R564.23
Registered nurses R239.11 R310.09 R276.82 R237.01 R337.91 R289.14
Average amount paid to provider per visit (MSA)

General medical practice R140.42 R43.92 R92.68 R142.14 R42.08 R91.57
General dental practice R615.53 R72.35 R351.48 R584.84 R73.65 R334.01
Registered nurses R137.26 R18.44 R74.13 R139.66 R19.31 R77.49
General medical practice R351.14 R348.00 R328.56 R340.87 R334.78 R351.14
General dental practice R931.62 R952.55 R936.13 R858.90 R898.24 R931.62
Registered nurses R328.53 R350.95 R376.68 R357.22 R366.62 R328.53

* The 2015 figures have been restated.

Table 7 demonstrates the statistical distribution of the number of beneficiaries utilising healthcare services and amounts paid to primary health providers
in 2016. The large variation in the utilisation statistics is indicative of varying levels of benefit depth between medical schemes and benefit options. This
is largely a function of benefit design, demographic profile of risk pools and the associated burden of disease.

The amount paid for a small number of events or visits is likely to be influenced by reversals or claim rejection in the year subsequent to the date of
event or visit. Therefore, the minimum amounts paid are likely not to be the actual amounts paid by the scheme, per visit.
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Table 7: Statistical distribution of the number of beneficiaries, visits and amounts paid to primary health providers 2016

25th 50(h 75!h

Discipline Indicator Minimum  percentile  percentile  percentile ~ Maximum

General medical practice
Utilisation per 1 000 beneficiaries 0 549.01 742.67 823.74 954.85
Utilisation per patient 1.89 3.03 3.49 413 30.91
Risk amount paid per visit R0.00 R174.23 R288.77 R346.91 R967.00
MSA amount paid per visit R0.00 R0.00 R30.11 R171.42 R344.55
Total amount paid per visit R0.00 R332.04 R348.57 R375.72 R967.00
Utilisation per 1 000 beneficiaries 0 147.38 236.55 309.98 481.3
Utilisation per patient 1 1.7 1.91 2.06 29.31
Risk amount paid per visit R0.00 R278.48 R754.00 R945.69  R1486.97
MSA amount paid per visit R0.00 R0.00 R18.51 R413.51 R803.69
Total amount paid per visit R0.00 R788.83 R895.35 R1058.83  R1486.97
Utilisation per 1 000 beneficiaries 0 4.45 9.15 15.71 82.08
Utilisation per patient 1.21 2.07 2.72 4.32 11.33
Risk amount paid per visit R0.00 R217.47 R285.45 R349.54  R1515.39
MSA amount paid per visit R0.00 R0.00 R3.43 R83.99 R334.79
Total amount paid per visit R0.00 R268.75 R316.65 R430.84  R1515.39

Utilisation of specialist healthcare services

Table 8 depicts the utilisation and average cost of specialist healthcare services by scheme type for 2016 and 2015 financial years, in- and out-of-
hospital combined. Medical specialists are used more frequently than all the other specialities. The utilisation of anaesthetists, pathology and radiology
services and all support specialists, are to a large extent dependent on the activity of medical and surgical specialists.

The number of medical schemes beneficiaries visiting any medical specialist at least once a year was 331.00 and 333.75 per 1 000 beneficiaries for
2015 and 2016, respectively. The number of beneficiaries visiting medical specialists was higher in the open schemes for both 2016 and 2015 financial
years compared to restricted schemes.

Beneficiary consultations with surgical specialists have remained largely unchanged at 226.22 and 226.02 per 1 000 beneficiaries in 2015 and 2016,
respectively. As noted with medical specialists, the utilisation of surgical specialists was higher in open schemes compared to restricted schemes.

The utilisation of dental specialists showed a very small reduction from 42.10 per 1 000 beneficiaries in 2015 to 41.88 per 1 000 beneficiaries in
2016. The number of beneficiaries visiting dental specialists was higher in the restricted schemes for both 2016 and 2015 financial years compared to
open schemes.

The beneficiary utilisation of anaesthetists remained largely unchanged at about 87 per 1 000 beneficiaries for the period under review. The utilisation
of anaesthetists was higher in open schemes than in restricted schemes.

The claims submitted by pathologists per patient increased slightly from 430.51 per 1 000 beneficiaries in 2015 to 433.05 per 1 000 beneficiaries in
2016. The proportion of pathology claims per beneficiary was high in open schemes when compared to restricted schemes.

The claims submitted by radiologists per patient increased slightly from 254.18 per 1 000 beneficiaries in 2015 to 258.02 per 1 000 beneficiaries in 2016.
The proportion of radiology claims was higher in open schemes than in restricted schemes.

Medical specialists registered the highest per patient visits (3.32 in 2015 and 3.38 in 2016) compared to other specialist groups.
The frequency of consultations with surgical specialists and dental specialists was about 2 per patient for the period under review.

The rate of consultations with anaesthetists was about 1.4 per patient for the period under review.
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Claims submitted on behalf of patients utilising the services of pathologists and radiologists was about 2.8 and 1.7 per patient respectively for the period
under review.

Overall, anaesthetists attracted the largest average per patient expenditure, at R2 935.67 in 2016, followed by surgical specialists at R2 030.56 in the
second position. The 2016 expenditure for radiologists came third at about R1 744.23 per patient. The expenditure on medical specialists and pathology
services came fourth and fifth at R1 010.66 and R757.59 per patient in 2016, respectively.

The average expenditures reported here are for a group of specialists, with large inter- and intra-group variations. Table 9 on page 150 demonstrates
the statistical distribution of the number of beneficiaries utilising healthcare services and amounts paid to specialists primary health providers in 2016.
The large spread in the utilisation statistics is indicative of varying levels of benefit depth between benefit options and variation in the utilisation of
individual specialist types. This is largely a function of benefit design, demographic profile of risk pools and the burden of disease. Hospital plans will
mostly have very low utilisation of primary healthcare services while the opposite is true for comprehensive plans.

Table 8: Utilisation of specialist healthcare services in 2015 and 2016

Specialist Group Open  Restricted Restricted

Utilisation per 1 000 beneficiaries

Medical Specialists 344.82 319.80 333.75 337.67 322.56 331.00
Surgical Specialists 246.28 200.50 226.02 24478 202.73 226.22
Dental Specialists 32.06 54.25 41.88 31.60 55.59 4219
Anaesthetists 98.63 73.05 87.31 97.49 73.03 86.69
Pathology 446.43 416.18 433.05 438.07 420.94 430.51
Radiology 267.12 246.55 258.02 261.97 244.34 25418
Utilisation per patient

Medical Specialists 3.27 3.54 3.38 3.22 3.44 3.32
Surgical Specialists 1.92 1.98 1.94 1.88 1.93 1.90
Dental Specialists 2.34 1.78 2.02 2.35 1.84 2.05
Anaesthetists 1.37 1.38 1.37 1.36 1.37 1.37
Pathology 2.84 2.76 2.81 2.57 2.66 2.61
Radiology 1.65 1.68 1.66 1.64 1.68 1.65
Medical Specialists R923.92 R911.91 R918.59 R871.80 R859.68 R866.39
Surgical Specialists R2041.06 R1751.20 R192516 R1911.05 R1622.83 R1795.09
Dental Specialists R839.66 R992.29 R916.68 R810.65 R907.38 R861.11
Anaesthetists R3081.99 R2638.03 R2916.91 R287856 R243026 R2711.00
Pathology R586.60 R770.99 R663.67 R597.82 R744.59 R662.45
Radiology R1570.17 R158415 R1576.13 R1464.23 R1446.29 R1456.50
Medical Specialists R138.29 R34.08 R92.07 R136.26 R31.68 R89.58
Surgical Specialists R149.24 R39.62 R105.40 R144.76 R40.57 R102.84
Dental Specialists R730.93 R78.76 R401.83 R685.17 R79.46 R369.18
Anaesthetists R25.16 R7.96 R18.77 R23.84 R14.99 R20.53
Pathology R138.87 R31.33 R93.92 R145.41 R31.54 R95.26
Radiology R263.57 R39.71 R168.10 R252.47 R36.02 R159.23
Total amount paid per visit / event

Medical Specialists R1062.20 R945.99  R1010.66 R0.00 R891.36 R955.97
Surgical Specialists R2190.30 R1790.82 R2030.56 R2055.81 R1663.40 R1897.94
Dental Specialists R157059 R1071.06 R1318.52  R1495.82 R986.83  R1230.29
Anaesthetists R3107.14 R264599 R293567 R290240 R244525 R2731.53
Pathology R725.47 R802.32 R757.59 R743.23 R776.13 R757.72
Radiology R1833.75 R1623.86 R174423 R1716.69 R148230 R1615.72

*The 2015 figures have been restated.

ANNUAL REPORT 2016/2017 // 149




THE MEDICAL SCHEMES INDUSTRY IN 2016 (CONTINUED)

Table 9: Statistical distribution of the number of beneficiaries, visits and amounts paid to specialist providers in 2016

Specialist 25 50t 75t

Group Indicator Minimum  percentile  percentile  percentile ~ Maximum

Medical Specialists
Utilisation per 1 000 beneficiaries 9.42 197.20 340.93 418.29 786.13
Utilisation per patient 1.77 297 3.24 3.50 7.22
Risk amount paid per visit R0.00 R840.02 R931.25 R1019.27 R2285.85
MSA amount paid per visit R0.00 R0.00 R21.63 R96.44 R233.35
Total amount paid per visit R0.00 R899.08 R992.63 R1071.06 R2491.59
Utilisation per 1 000 beneficiaries 5.88 162.50 217.82 294.56 645.50
Utilisation per patient 1.45 1.76 1.92 2.02 3.85
Risk amount paid per visit R0.00 R1575.09 R178724 R2094.05 R4781.15
MSA amount paid per visit R0.00 R0.00 R30.66 R117.42 R242.38
Total amount paid per visit R0.00 R1654.19 R186425 R2198.95 R4781.15
Utilisation per 1 000 beneficiaries 0.00 24.76 39.74 59.67 98.38
Utilisation per patient 1.00 1.72 2.08 244 8.81
Risk amount paid per visit R0.00 R750.51 R985.62 R1150.54 R4 131.60
MSA amount paid per visit R0.00 R0.00 R102.42 R422.95 R994.12
Total amount paid per visit R0.0O0 R104359 R1166.95 R1404.17 R4701.76
Utilisation per 1 000 beneficiaries 0.18 55.14 88.55 112.18 258.70
Utilisation per patient 1.09 1.28 1.35 1.44 4.46
Risk amount paid per visit R0.00 R2364.33 R2636.38 R3037.15 R4720.62
MSA amount paid per visit R0.00 R0.00 R2.78 R25.91 R124.51
Total amount paid per visit R0.00 R2373.74 R2649.24 R304286 R4720.62
Utilisation per 1 000 beneficiaries 0.12 302.12 435.76 513.54 778.97
Utilisation per patient 1.00 2.33 2.54 2.79 5.37
Risk amount paid per visit R0.00 R630.19 R779.22 R877.33  R2004.93
MSA amount paid per visit R0.00 R0.00 R0.74 R97.00 R352.34
Total amount paid per visit R0.00 R756.87 R839.27 R925.82 R2 004.93
Utilisation per 1 000 beneficiaries 7.06 185.92 265.45 322.23 538.60
Utilisation per patient 1.10 1.55 1.63 1.80 7.58
Risk amount paid per visit R0.00 R1462.71 R1591.57 R180749 R2723.15
MSA amount paid per visit R0.00 R0.00 R2.99 R120.40 R403.42
Total amount paid per visit R0.00 R1532.21 R170146 R185400 R2723.15

* The 2015 figures have been restated.
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Utilisation of hospital services

Table 10 provides details of the utilisation of private hospital services for same day and inpatient admissions by hospital category. Same-day cases
in the report refer to hospital confinement that ends within 24 hours, while inpatient admission refers to a hospital confinement longer than 24 hours.
Work with the industry is ongoing in order to improve the definitions and coding of hospital data. Inpatient admissions have largely remained unchanged
during the period under review. Most hospital admission statistics were higher for open schemes, except for maternity admissions. Admissions to
provincial hospitals were significantly lower than the admissions to private hospitals. This may be due to benefit design, patient choice or the difficulty
experienced by provincial hospitals in successfully submitting claims for payment to medical schemes or administrators. The analysis also shows the
low usage of sub-acute facilities and day clinics — facilities that could possibly reduce hospital costs.

The number of same-day admissions at private hospitals (‘A’ & ‘B’ - status) decreased to 91.62 per 1 000 in 2016 from 99.95 in 2015. On the other hand,
same-day admissions to provincial hospitals decreased to 12.90 per 1 000 in 2016 beneficiaries from 14.09 per 1 000 beneficiaries in 2015.

The number of inpatient admissions at private hospitals increased to 179.67 per 1 000 beneficiaries in 2016 from 176.83 per 1 000 beneficiaries in 2015.
Inpatient admissions to provincial hospitals were 2.03 and 2.50 per 1 000 beneficiaries in 2016 and 2015, respectively.

Table 10: Utilisation of hospital facilities in 2015 and 2016: Admission Rates

Admission Type

Hospital Category Restricted Restricted

Same-day inpatient admissions per 1 000 beneficiaries

Sub-Acute Facilities 0.21 0.26 0.23 0.21 0.23 0.22
Provincial Hospitals 1.39 26.42 12.46 1.61 31.75 14.92
Private Hospitals (‘A - Status) 10.52 15.90 12.90 10.87 18.16 14.09
Private Hospitals (‘A’ & ‘B’ — Status) 83.65 101.66 91.62 84.58 119.39 99.95
Private Hospitals (‘B’ - Status) 7313 85.76 78.72 73.71 101.23 85.87
Approved Day Clinics 15.15 9.08 12.46 12.80 7.78 10.58
Drug & Alcohol Rehab 0.03 0.03 0.03 0.03 0.08 0.05
Hospices 0.23 0.07 0.16 0.24 0.13 0.19
Mental Health Institutions 0.23 0.13 0.18 0.21 0.13 0.18
Private Rehab Hospital (Acute) 0.03 0.01 0.02 0.04 0.02 0.03
Sub-Acute Facilities 2.65 3.26 292 2.50 3.30 2.86
Provincial Hospitals 0.98 3.36 2.03 1.09 4.29 2.50
Private Hospitals (‘A’ - Status) 20.28 28.63 23.98 19.72 29.08 23.86
Private Hospitals (‘A" & ‘B’ — Status) 186.25 171.39 179.67 181.92 170.40 176.83
Private Hospitals (‘B’ - Status) 165.97 142.76 155.70 162.19 141.32 152.98
Approved Day Clinics 0.83 0.64 0.75 0.80 0.62 0.72
Drug & Alcohol Rehab 1.05 0.75 0.92 1.08 0.77 0.94
Hospices 0.12 0.14 0.13 0.13 0.13 0.13
Mental Health Institutions 4.61 4.54 4.58 4.32 4.04 4.20
Private Rehab Hospital (Acute) 0.36 0.27 0.32 0.35 0.31 0.33
Unattached Operating Theatres 0.01 0.00 0.00 0.01 0.01 0.01

* The 2015 figures have been restated.
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Table 11 illustrates the mean number of hospital days per year for different categories of hospital facilities. The average length of stay
for inpatient admissions in private hospitals (‘A’' & ‘B’ — Status) decreased to 4.17 days in 2016 from 4.22 in 2015. Provincial hospitals
recorded a high average length of stay per admission, 6.51 days in 2016 from 11.2 days in 2015. This is likely to be more of a data quality
issue that the actual practice. The provincial hospitals’ admissions data should therefore be interpreted with caution.

Table 11: Utilisation of hospital facilities in 2015 and 2016: Average Length of Stay (ALOS)

2016 2015*
Hospital Category Open  Restricted All Open  Restricted All
Sub-Acute Facilities 10.16 10.00 10.08 9.87 9.76 9.81
Provincial Hospitals 517 7.37 6.51 6.13 12.86 11.12
Private Hospitals (‘A’ - Status) 3.74 3.91 3.83 3.72 3.92 3.83
Private Hospitals ('B' - Status) 410 4.41 4.22 4.1 457 4.29
Private Hospitals ('A' & 'B' - Status) 4.06 433 417 4.07 4.45 422
Approved Day Clinics 0.00 0.00 0.00 0.00 0.00 0.00
Drug & Alcohol Rehab 11.83 15.71 13.21 11.94 16.31 13.48
Hospices 11.74 24.84 17.38 11.60 34.94 20.65
Mental Health Institutions 11.23 12.01 11.57 11.45 12.08 11.72
Private Rehab Hospital (Acute) 27.89 29.20 28.38 28.21 28.65 28.39
Unattached Operating Theatres 0.00 0.00 0.00 0.0 0.00 0.00

* The 2015 figures have been restated.

Table 12 illustrates admission rates and the average length of stay per year for different admission categories across hospital facilities. Ambulatory and
emergency room admissions remained largely unchanged during the period under review. The data for medical and surgical same-day admissions
seems to be irregular and should therefore be interpreted with caution. Same-day admissions for maternity cases decreased to 2.63 per 1 000
beneficiaries in 2016 from 4.13 in 2015.

The inpatient admissions for surgical cases recorded the highest proportion of inpatient admissions but decreased to 142.67 per 1 000 beneficiaries
in 2016 from 149.94 in 2015. Inpatient surgical cases increased to 57.90 per 1 000 beneficiaries in 2016 from 48.83 per 1 000 beneficiaries in 2015.
Inpatient maternity cases remained largely unchanged for the period under review, at 33.8 in 2016 and 31.94 in 2015.

The average length of stay for medical cases (6.44 in 2016 and 6.77 in 2015) was longer than the length of stay for surgical cases (3.79 in 2016 and
4.00 in 2015). The average length of stay for inpatient maternity cases remained largely unchanged at about 3 days for the period under review.

Table 12: Inpatient (= 24 hours) across all hospital types by admission category in 2015 and 2016

Restricted

Hospital Admission Category Open  Restricted
Same day inpatient (< 24 hours) across all hospital types

Admission rate per 1 000 beneficiaries

Ambulatory cases 3.08 2.57 2.85 2.89 2.06 2.52
Emergency room visits 7.77 9.73 8.64 7.35 10.14 8.58
Medical cases 41.42 106.18 70.08 35.46 141.39 82.23
Surgical cases 50.50 13.91 34.31 53.65 10.76 34.71
Maternity cases 3.44 1.64 2.63 3.38 5.05 413
Inpatient (2 24 hours) across all hospital types by admission category

Admission rate per 1 000 beneficiaries

Medical cases 147.48 136.62 142.67 148.68 151.53 149.94
Surgical cases 7277 39.17 57.90 69.41 22.79 48.83
Maternity cases 36.47 29.64 33.38 33.97 29.46 31.94
Average length of stay

Medical cases 7.1 5.52 6.44 6.26 7.40 6.77
Surgical cases 3.99 3.32 3.79 3.69 518 4.00
Maternity cases 2.76 2.77 2.76 2.78 2.86 2.82

* The 2015 figures have been restated.
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Table 13 illustrates the average length of stay and admission rates per year by level of care across hospital facilities. As expected, admissions to the
general ward were the highest, remaining largely unchanged between 2015 and 2016, at 173.93 and 172.95 per 1 000 beneficiaries respectively.

The median number of hospital admissions in respect of PMB conditions remained unchanged between 2015 and 2016 at about 105 per 1 000
beneficiaries. The accuracy of PMB admissions data is a major challenge as scheme rules and systems are not set up to separate PMB from non-PMB
admissions. The logic generally advanced by medical schemes is that there is no business incentive to identify claims related to PMBs when the rules of
the scheme provide for the payment of all authorised hospital admissions, PMB or not. Work to improve the quality of PMB admissions data is ongoing.

Repeat admissions increased to 203.16 per 1 000 beneficiaries in 2016 from the restated 191.34 per 1 000 beneficiaries in 2015. The re-admission to
hospital within 90 days of the first admission is not necessarily related to the first admission. Repeat admission rate is an important indicator of quality
in hospital care services.

Table 13: Hospital admissions by level of care and other outcomes: 2015 and 2016

2016 2015*

Open  Restricted All Open  Restricted All
Average number of General Ward admissions
(per 1 000 beneficiaries) 166.67 180.99 172.95 170.74 177.98 173.93
Average length of stay for General Ward admissions 4.45 3.89 419 3.57 4.09 3.80
Average number of High Care admissions
(per 1 000 beneficiaries) 23.63 21.54 22.72 23.96 20.62 2249
Average length of stay for High Care admissions 3.45 4.02 3.69 3.42 4.07 3.69
Average number of ICU admissions
(per 1000 beneficiaries) 9.97 8.74 9.43 10.35 9.35 9.91
Average length of stay for ICU admissions 518 547 5.30 5.07 512 5.09
Average number of hospital outpatient visits
(per 1000 beneficiaries) 122.54 93.30 109.73 122.56 95.41 110.59
Median number of PMB related admissions
(per 1 000 beneficiaries) 116.64 102.42 104.96 108.24 102.00 104.51
Average number of repeat admissions (90 days)
(per 1 000 beneficiaries) 249.46 141.80 203.16 253.37 110.23 191.34
Number of hospital deaths
(per 1 000 beneficiaries) 11.80 10.28 11.14 13.89 12.99 13.50

*The 2015 figures have been restated.

Utilisation of medical technology

Table 14 provides an overview of the utilisation of medical technology, which remained largely unchanged during the period under review. The utilisation
of MRI scans, angiograms, bone density scans and dialysis services are generally higher in open medical schemes than in restricted schemes.

Table 14: Utilisation of medical technology in 2015 and 2016

Restricted Restricted

Number of utilising beneficiaries per 1 000 beneficiaries

Angiograms 1.09 1.82 1.51 0.51 2.15 1.40
Bone density scans 5.35 5.65 6.92 4.36 7.24 4.62
CT (Computerised Tomography) scans 40.69 43.60 45.53 34.40 48.74 37.16
MRI (Magnetic Resonance Imaging) scans 24.25 25.96 27.94 19.46 29.94 20.97
PET (Positron Emission Tomography) scans 0.35 0.81 0.46 0.22 0.67 1.02
Renal dialysis services 6.53 7.50 8.66 3.73 9.28 5.19

*The 2015 figures have been restated.
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Utilisation of screening, preventative, child, maternal and reproductive healthcare services

This sections gives an account of the utilisation of screening, child, maternal and reproductive health services. Most of the indicators in this section were
introduced as a new data part for the first time in the 2016 Healthcare Utilisation Annual Statutory Returns.

This data therefore has many data quality shortcomings as a significant number of schemes were not able to adjust their systems to submit this data
to the CMS by the due date. Data quality continues to be a concern in 2016. These results must be interpreted with caution. The aim of the data part is
to align indicators collected by the CMS with those collected by the National Department of Health. This will allow for the benchmarking in the level of
access and quality of care received by beneficiaries of medical schemes.

Table 15 illustrates preventive services for female beneficiaries. The number of birth admissions dropped from the restated 34.31 per 1 000 female
beneficiaries in 2015 to 33.93 per 1 000 female beneficiaries in 2016. Birth admissions were higher in open schemes when compared to restricted
schemes during the period under review.

The number of live births showed a marginal drop in 2016 but remains relatively high at about 923.48 per 1 000 birth admissions.

Caesarean sections increased from the restated 613.46 in 2015 to 629.05 per 1 000 birth admissions in 2016. The number of caesarean section
procedures performed was slightly higher in restricted schemes than in open schemes.

The number of births to female beneficiaries under 15 years of age has continued to increase, and stands at 2.57 per 1 000 female beneficiaries in 2016
from 0.29 per 1 000 female beneficiaries in 2015.

The number of births to female beneficiaries 15 — 19 years of age decreased from 6.67 per 1 000 female beneficiaries aged 15 — 19 years in 2015 to
4.56 in 2016. There were 3.58 and 6.66 births per 1 000 female beneficiaries aged between 15— 19 years in restricted and open schemes respectively
for 2016.

The number of pap smear procedures paid for in 2016 was 174.77 per 1 000 female beneficiaries aged 15 — 69 years compared to 176.48 in the
previous year. Open schemes reported higher rates of utilisation for pap smear procedures than restricted schemes.

Table 15: Maternal health coverage

2016 2015*

Open  Restricted All Open  Restricted All
Number of birth admissions
(per 1 000 female beneficiaries) 38.55 28.26 33.93 38.90 28.73 34.31
Total number of live births (per 1 000 births) 915.02 949.26 923.48 924.90 906.70 920.49
Number of caesarean sections performed
(per 1000 female beneficiaries) 600.11 654.14 613.46 619.07 660.21 629.05
Number of birth admissions to women under 15 years 3.45 4.02 3.69 342 4.07 3.69
(per 1000 female beneficiaries aged under 15 years) 3.75 0.21 2.57 0.25 0.36 0.29
Number of birth admissions to women between 15 - 19
years (per 1 000 female beneficiaries aged 15 — 19 years) 3.58 6.66 4.56 3.54 13.30 6.67
Number of pap smears paid for (per 1 000 female
beneficiaries aged 15 — 69 years) 181.08 158.08 174.77 184.99 154.47 176.48
Number of women using contraceptives (per 1 000 female
beneficiaries aged 15 — 49 years) 71.61 57.53 67.47 67.60 49.28 62.15
Intra Uterine Contraceptive Device (IUCD) inserted
into a woman aged 15 — 49 years (per 1 000 female
beneficiaries aged 15 — 49 years) 6.78 69.69 25.30 7.05 7.25 71
Surgical procedure to protect a woman from further
pregnancy (count) 3645 661 4306 3325 1009 4334
Surgical procedure to prevent a man from being
fertile (count) 8725 1517 10 242 8623 1430 10 053

Subdermal contraceptive implant inserted just under the
skin of a woman aged 15 — 49 years upper arm
(per 1000 female beneficiaries aged 15 — 49 years) 0.05 65.08 19.20 0.07 0.30 0.14

* The 2015 figures have been restated.
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Resources

Policy context

One of the policy issues identified in the National Department of Health’s NHI Policy Paper, is the unequal distribution of healthcare resources between
the public and private sector. As phases of the National Health Insurance (NHI) implementation are rolled-out, there will be opportunities for private
health providers to enter into public-private partnership (PPP) contracts with the NHI.

This prerogative was amplified in the Minister of Finance’s Budget speech for the 2017 tax year. It was announced that contracts with general
practitioners will be a priority in the current phase of implementing NHI. This is perhaps just one of the interventions which will help reduce the gap of
human resources for health between the public and private health sectors.

The NHI will establish a comprehensive list of essential health services. This section describes the structure of the private healthcare provider sector.
This is followed by an overview of the number of healthcare providers and healthcare service utilisation per 10 000 medical scheme beneficiaries. The
overview summarises provider distribution at the provincial level.

The data presented below is sourced from annual healthcare utilisation statutory returns. The data on private sector providers are based on providers
who have claimed from medical schemes in 2016. The data does not reflect the availability of providers in the public sector.

The first year of collecting information on the provider disciplines was 2015. It is expected that the quality of the data provided by medical schemes, on
unique identifiers of healthcare providers, will improve over time. The Board of Health Funders’ discipline codes were used to count unique providers.

Private sector
Structure of human resources for the private health sector

The pie chart in figure 24 describes the relative percentage distribution of provider disciplines in 2016. The highest proportion of providers were
general practitioners (GPs), followed by medical specialists. Audiologists and speech therapists, followed by radiologists were the lowest proportion of
healthcare providers.

Figure 24: Percentage distribution of healthcare providers (2016)

“ o General Practitioners 25.0% o Surgical Specialists 7.8%
. o Medical Specialists 14.4% Occupational Therapists 4.3%
Pathology 115% @)  Dental Specialists 3.6%
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Dentists 8.7% Radiology 1.6%

i o Optometrists 8.1%

Figure 25 is a geospatial map that describes the availability of healthcare providers per 10 000 beneficiaries (density ratios), across the nine provinces
in South Africa. It reports these ratios for GPs, dentists, medical specialist and surgical specialists, respectively.

According to Figure 25, the Free State and Limpopo have the highest number of general practitioners per 10 000 beneficiaries. The density ratios were
18 GPs per 10 000 beneficiaries, respectively. The lowest availability of GPs was in the Northern Cape and in the North West, where the density ratios
were 13 and 11 respectively.

Figure 25 also describes the density ratios of medical specialists in South African provinces. The density ratios are significantly lower in the Northern
Cape, the North West, Limpopo and Mpumalanga. The provinces with relatively higher density ratios are Western Cape, Free State and Gauteng.

The density ratios of surgical specialists are the lowest of the reported densities ratios. The density ratios for surgical specialists are highest in Western
Cape, Gauteng, KwaZulu-Natal and Free State. The density ratios for the other provinces are significantly lower.
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Private providers by NHI healthcare services

The section will report on healthcare providers that provide services that may be in line with the comprehensive essential services to be provided under
NHI. The NHI's essential list of healthcare services are:

+ Primary health services, and progressively include opportunities for secondary and tertiary level private healthcare providers to participate in NHI
+ Oral health services

+ Maternal health services

+ Diagnostic radiology and pathology

+ Optometry services

+ Speech and hearing services

* Mental health services

+ Rehabilitative care

+ Paediatric and child health services.

Figure 26 describes key indicators associated with GPs in the primary health system. Panel 1 shows the proportional percentage distribution of GPs,
patient visits and beneficiaries across the nine provinces.

Panel 2 shows scatter-plot diagrams. The scatter-plots describe the demand for healthcare services using visits per 10 000 beneficiaries, relative to the
supply of healthcare services (density ratios).

Primary healthcare services

The NHI will restructure the system of healthcare provision. The system will be transformed from a hospital-centric to a primary healthcare orientation.
The finance minister’s budget for the current fiscal year has made provisions to implement this health policy initiative. The national budget has identified
contracting with private sector general practitioners as a priority area in the current NHI implementation phase.

Panel 1 of Figure 26 describes the relative percentage distribution GPs, patient visits and medical scheme beneficiaries, across the nine provinces. The
distribution of these variables are highest in Gauteng, KwaZulu-Natal and Western Cape. The number of patient visits are higher than the number of
beneficiaries in KwaZulu-Natal. Patient visits are lower than the relative distribution of GPs and medical schemes beneficiaries in the Western Cape. In
Gauteng, patient visits are relatively higher than the number of GPs.

Panel 2 shows that the availability of GPs per 10 000 beneficiaries (supply) is higher than that of Gauteng in six provinces (Free State is superimposed
by Limpopo). That said; these provinces’ utilisation of GPs (demand) is much lower than Gauteng's.
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Figure 26: Access and utilisation of general practitioners (2016)
Panel 1: Relative distribution of GPs, Patient visits and beneficiaries by Province (2016)
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Table 16 reports the number of GPs and density ratios across provinces. The highest number of GPs are in Gauteng, KwaZulu-Natal and the Western
Cape. That said; the highest density ratios are in the Free State and Limpopo.

Table 16: General practitioners per 10 000 beneficiaries by province (2016)

GPs per 10 000
Province GP headcount beneficiaries
Eastern Cape 1013 15.9
Free State 730 18.8
Gauteng 4621 13.3
KwaZulu-Natal 2067 16.5
Limpopo 779 18.9
Mpumalanga 918 16.8
Northern Cape 248 13.8
North West 524 114
Western Cape 2255 17.2
Total 13 155 15.2

Oral healthcare services

Figure 27 shows that the relative provincial distribution of patient visits to dentists is highest in Gauteng (panel 1). Panel 2 shows that, although
the utilisation of dentists’ per 10 000 beneficiaries is highest in Gauteng, the number of available dentists per 10 000 beneficiaries is highest in the
Western Cape.
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Figure 27: Access and utilisation of dentists (2016)
Panel 1: Relative distribution of Dentists, Patient visits and beneficiaries by Province (201
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Panel 1 in figure 28 shows that the relative distribution of patient visits in Western Cape is lower than the relative distribution of dental specialists and
beneficiaries. In contrast, the relative distribution of patient visits in Gauteng is greater than that of dental specialists and beneficiaries.

Figure 28: Access and utilisation of dental specialists (2016)
Panel 1: Relative distribution of Dental Specialists, Patient visits and beneficiaries by Province (2016)
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Maternal health services

Maternal health services have been identified as a priority area in the implementation of the current phase of the NHI roll-out. Figure 29 describes
gynaecological providers in terms utilisation, availability and access to gynaecologists by medical scheme beneficiaries, at provincial level.

In Figure 29 below, the relative distribution of patient visits is greater than the distribution of gynaecologists and beneficiaries in KwaZulu-Natal. Panel
2 shows that this has translated into a higher utilisation per 10 000 beneficiaries in KwaZulu-Natal than in the Western Cape. However, the relative
availability of gynaecologists (per 10 000 beneficiaries) is greater in the Western Cape than in KwaZulu-Natal.

Figure 29: Access and utilisation of gynaecologists (2016)
Panel 1: Relative distribution of Gynaecologists, Patient visits and beneficiaries by Province (2016)
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Diagnostic radiology and pathology

Figure 30 describes pathology with respect to variables which explain the distribution of utilisation, access and availability. The relative distribution of
providers and patient visits is significantly higher in Gauteng, relative to other provinces, as can be seen in Panel 1. This had an impact on utilisation
and availability of healthcare services per 10 000 medical scheme beneficiaries. Utilisation and availability was highest in Gauteng.

Figure 30: Access and utilisation of pathologists (2016)

Panel 1: Relative distribution of Pathologists, Patient visits and beneficiaries by Province (2016)
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Figure 31 shows that the utilisation of radiologists is highest in Gauteng. The availability of radiologists per 10 000 beneficiaries is relatively higher in
Gauteng, than the availability in KwaZulu-Natal, the Western Cape and Mpumalanga.

Figure 31: Access and utilisation of radiologists (2016)
Panel 1: Relative distribution of Radiologists, Patient visits and beneficiaries by Province (2016)
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Optometry services

Figure 32 shows that the relative distribution of optometrists and patient visits are similar in KwaZulu-Natal and the Western Cape. The number of

optometrist per 10 000 medical schemes beneficiaries is highest in Mpumalanga, the Free State and Limpopo.

Figure 32: Access and utilisation of optometrists (2016)
Panel 1: Relative distribution of Optometrists, Patient visits and beneficiaries by Province (2016)
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Speech and hearing services

Figure 33 shows that the distribution of patient visits to audiologists and speech therapists is relatively higher than that of available providers and
medical scheme beneficiaries. The utilisation per 10 000 beneficiaries is far greater in Gauteng than the other provinces. Western Cape is the only
provinces with more providers per 10 000 beneficiaries than Gauteng.

Figure 33: Access and utilisation of audiologists and speech therapists
Panel 1: Relative distribution of Audiologists and Speech Therapists, Patient visits and beneficiaries by Province (2016)
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Mental health services

The NHI will prioritise access to mental health services in its initial implementation phases. Figures 34 and 35 describe access and utilisation of mental
health services in the private healthcare sector. Both figures describe similar patterns associated with psychiatrists and psychologists.

Figure 34: Access and utilisation of psychiatrists (2016)

Panel 1: Relative distribution of Psychiatrists, Patient visits and beneficiaries by Province (2016)
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Figure 35: Access and utilisation of psychologists (2016)
Panel 1: Relative distribution of Psychologists , Patient visits and beneficiaries by Province (2016)
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Rehabilitative care

Figure 36 shows that the number of occupational therapists per 10 000 beneficiaries is highest in the Western Cape, followed by the Free State and
Gauteng.

Figure 36: Access and utilisation of occupational therapists (2016)
Panel 1: Relative distribution of Occupational Therapists , Patient visits and beneficiaries by Province (2016)
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Panel 2: Scatter Plot Diagram - Patient Visits & Occupational therapists per 10 000 beneficiaries by Province (2016)
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Paediatric and child services

Access to healthcare services for children is also a priority area for NHI. Figure 37 describes the access and utilisation of paediatricians in the nine
provinces.

Figure 37: Access and utilisation of paediatricians
Panel 1: Relative distribution of Paediatricians, Patient visits and beneficiaries by Province (2016)
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Panel 2: Scatter Plot Diagram — Patient Visits & Paediatricians per 10 000 beneficiaries by Province (2016)
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Medical and surgical specialist healthcare services

The NHI will contract private healthcare providers in the secondary level of healthcare services during the latter stages of implementing NHI. Figure
38 describes the access and utilisation of medical specialists in the private healthcare sector. Figure 39 describes the scenario for surgical specialists.

Figure 38: Access and utilisation of medical specialists (2016)
Panel 1: Relative distribution of Medical Specialists , Patient visits and beneficiaries by Province (2016)
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Percentage (%)

Total visits per 10 000 beneficiaries

Figure 39: Access and utilisation of surgical specialists (2016)
Panel 1: Relative distribution of Surgical Specialists, Patient visits and beneficiaries by Province (2016)
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The global picture

The global level of density ratios for physicians is 12 physicians per 10 000 beneficiaries. Figures in Brazil and China are higher than this benchmark.
South Africa, like some other BRICS countries, has a figure lower than the global level.

Table 17: Global comparison of physicians per 10 000 population

Domaine Physicians per 10 000 population
Global 12.3
Upper middle income countries Not available

BRICS:

Brazil 18.5
Russia Not available

India 7.3
China 14.9
South Africa 7.7
Africa 24

Source: Universal Health Coverage data Portal (WHO)

Significant observations

The relative distribution of providers, health visits and beneficiaries is the highest in Gauteng, followed by the Western Cape. Mpumalanga, Northern
Cape, West Cape and Limpopo consistently have lower proportions.

There is a consistent pattern in the levels of healthcare demand (visits per 10 000 beneficiaries), relative to the supply of healthcare providers (density
ratios). The level of healthcare provider demand is significantly higher in Gauteng than the other provinces. That said; some provinces may have higher
levels of healthcare providers, yet much lower utilisation demand. These provinces are KwaZulu-Natal, Free-State and Western Cape. Mpumalanga,
Northern Cape, Limpopo and North West, have relatively lower utilisation.

All these trends may be more associated with the size of beneficiaries per province than healthcare demand. In some provinces, this phenomenon may
be linked to the inequalities across the respective provinces. In the latter case, greater effort in engaging the private sector may be required.

The level of physician density ratios at national level is relatively lower compared to the global level. The level of physicians in the public sector may
have contributed to pulling the physician density ratio down. The private sector could augment health resource capacity, for rolling-out NHI. The White
Paper on the NHI recommends engagement with the private sector for implementing the NHI.
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Contributions, relevant healthcare expenditure and trends

All references to claims and benefits indicate relevant healthcare expenditure.

Figure 40a: Contributions, relevant healthcare expenditure and trends
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Contributions
The figure below shows total contributions collected from members, before (gross) and after savings (risk).

Gross contributions increased by 8.1% to R163.9 billion as at December 2016, from R151.6 billion in December 2015. Risk contributions (excluding
medical savings accounts contributions) increased by 8.1% to R147.8 billion from R136.7 billion in 2015. The equivalent increase from 2014 to 2015
was 7.7%.

Figure 40b: Gross contributions 2016
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Figure 41: Gross contributions per average beneficiary per month 2000 - 2016 (2016 prices)
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Gross contributions per average beneficiary per month (pabpm), adjusted for inflation using 2016 prices, have increased by 64.9% between 2000 and
2016, while gross relevant healthcare expenditure increased by 70.5%, as can be seen in Figure 42.

Investment income and reserves have somewhat assisted the industry to cover increasing healthcare costs, maintain reserves and retain members.
Factors such as increasing healthcare inflation as well as utilisation have also had an impact on the affordability of medical schemes.

Gross contributions pabpm rose by 7.2% to R1 543.2 from R1 439.8 in 2015. After adjusting for inflation, this growth was 0.8%.
The increase in risk contributions pabpm was 7.1%, rising to R1 391.1 from R1 298.5. The 2015 increase was 7.9%.

Contributions to medical savings accounts increased by 8.6% to R16.2 billion from R14.9 billion (12.1% increase in 2015). When measured on a pabpm
basis in respect of only those schemes which use medical savings accounts, the increase was 7.3%, from R165.2 to R177.3. The increase in 2015
was 9.8%.

Figure 42: Relevant healthcare expenditure 2016
180
160
g
140 9 =
(=2} (=2}
120 § E E
- 100 S g
S 3
@ 80 ‘_
60 S 3
o o
~ ©
40 = =
I I
20
0
Gross contributions Risk contributions Gross relevant healthcare Net relevant healthcare Gross NHE Net NHE
expenditure expenditure

ANNUAL REPORT 2016/2017 //

175
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The total gross relevant healthcare expenditure incurred by medical schemes increased by 8.9% to R151.2 billion from R138.9 billion in 2015. Please
note that this figure differs from the R136.0 billion reported as benefits paid, due to the inclusion of IBNR and the results of risk transfer arrangements.
Risk claims increased by 8.9% to R136.0 billion from R124.9 billion in 2015.

Figure 43: Gross relevant healthcare expenditure per average beneficiary per month 2000 - 2016
(2016 prices)
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Gross claims

The total gross relevant healthcare expenditure incurred pabpm increased by 7.9% to R1 423.6 from R1 319.1 in 2015. Risk claims pabpm rose by
7.9% to R1280.7 from R1 186.5.

Several factors have impacted on the claims experience of medical schemes, such as changing benefit design, demographic profiles, and in some
cases increased utilisation of benefits. Some medical schemes were also affected by widespread fraud and abuse of benefits, as well as wastage.

Figures 44 and 45 show medical schemes that had the highest increases in claims ratio, from 2015 to 2016.

Figure 44: Open schemes with a claims ratio increase of greater than 4%
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Figure 45: Restricted schemes with a claims ratio increase of greater than 4%
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The majority of restricted schemes where claims ratios increased by more than 4% have solvency ratios that are above the minimum required statutory
level of 25%, suggesting that they could be utilising reserves to cushion members from high contribution increases.

Table 18: Open scheme deviation from industry average 2015 and 2016

% deviation from
average of 88.7%
2015

% deviation from

average of 89.3%
2016

Scheme name

1537 Hosmed Medical Aid Scheme 2.8% -0.6%
1149 Medihelp 4.0% -0.2%
1446 Selfmed Medical Scheme 13.5% 1.8%
1592 Thebemed -3.4% -1.1%

Table 18 shows the percentage deviation of the open schemes, with a claims ratio increase greater than 4% 2015 to 2016, from the industry average
of 89.3% and 88.7% for 2016 and 2015 respectively.
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THE MEDICAL SCHEMES INDUSTRY IN 2016 (CONTINUED)

Table 19: Restricted scheme deviation from industry average 2015 and 2016

% deviation from % deviation from

average of 95.6% average of 94.9%

Scheme name 2016 2015
1005 AECI Medical Aid Society 6.1% -4.3%
1571 Anglovaal Group Medical Scheme 6.0% -2.2%
1590 Building & Construction Industry Medical Aid Fund -6.8% -19.8%
1068 De Beers Benefit Society 7.3% 1.1%
1572 Engen Medical Benefit Fund 3.8% -0.3%
1566 Horizon Medical Scheme -9.1% -24.8%
1039 MBMed Medical Aid Fund -0.8% -8.4%
1241 Naspers Medical Fund -0.3% 5.7%
1469 Nedgroup Medical Aid Scheme 4.0% 0.3%
1214 Old Mutual Staff Medical Aid Fund 1.4% -5.9%
1441 Parmed Medical Aid Scheme 16.0% -1.4%
1424 SABC Medical Aid Scheme -3.7% -10.1%
1038 SAMWUMed -4.0% -13.5%
1531 Sedmed 18.3% 13.3%
1578 TFG Medical Aid Scheme -14.5% -17.4%
1544 Tiger Brands Medical Scheme 8.9% 4.2%
1597 Umvuzo Health Medical Scheme -11.5% -14.4%
1282 University of the Witwatersrand, Johannesburg Staff Medical Aid Fund 1.5% -1.8%
1291 Witbank Coalfields Medical Aid Scheme 2.5% -1.2%

Table 19 shows the percentage deviation of the restricted schemes, with a claims ratio increase of 4% and more from 2015 to 2016, from the industry
average of 95.6% and 94.9% for 2016 and 2015 respectively.

Claims paid from medical savings accounts increased by 8.7% to R15.2 billion from R14.0 billion (13.4% increase in 2015). On a pabpm basis for
schemes which offer medical savings accounts, medical savings accounts claims increased by 6.5% to R215.6 from R202.4 (15.1% increase in 2015).
The higher increase, together with the increases in contributions to savings accounts, seem to suggest a move towards benefit designs which requires
a greater proportion of benefits to be funded out of members’ personal medical savings accounts rather than from the general risk pool of their scheme.
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Relationship between contributions and relevant healthcare expenditure from risk pool and savings

Table 20 and Figures 46 and 47 show contributions and claims for open and restricted schemes pabpm.

Table 20: Contributions and relevant healthcare expenditure pabpm 2000 — 2016

Risk contributions Savings contributions Risk claims Savings claims
pabpm % pasbpm % pabpm % pasbpm %
R Change R Change R Change R Change

Open
schemes
2000 333.6 46.1 292.4 413
2001 406.4 21.8 52.6 14.1 3314 13.3 46.6 12.8
2002 470.6 15.8 59.9 13.9 379.3 14.5 516 10.7
2003 535.5 13.8 73.8 23.2 413.9 9.1 61.0 18.2
2004 574.0 72 80.2 8.7 437.2 5.6 68.2 1.8
2005 590.7 29 90.6 13.0 4842 10.8 775 13.6
2006 611.6 3.5 98.9 9.2 522.9 8.0 95.9 23.7
2007 673.0 10.0 96.6 2.3 562.1 75 91.6 -4.5
2008 7451 10.7 110.5 14.4 626.6 1.5 105.9 15.6
2009 831.1 1.5 123.7 1.9 719.4 14.8 119.5 12.8
2010 905.6 9.0 137.2 10.9 767.2 6.6 130.8 9.5
2011 985.0 8.8 147 4 74 831.8 8.4 139.8 6.9
2012 1047.8 6.4 163.4 10.9 884.9 6.4 153.6 9.9
2013 1138.1 8.6 172.0 53 953.2 7.7 160.5 45
2014 12231 75 197.0 14.5 1073.5 12.6 175.8 9.5
2015 1315.7 7.6 212.7 8.0 1166.9 8.7 202.4 15.1
2016 1403.0 6.6 226.3 6.4 12529 74 215.6 6.5
Restricted
schemes
2000 360.8 66.7 3331 58.8
2001 415.0 15.0 64.0 -4.0 360.9 8.3 57.9 -1.5
2002 489.0 17.8 69.8 9.1 417.9 15.8 60.3 41
2003 545.7 1.6 78.4 12.3 455.9 9.1 66.6 104
2004 581.3 6.5 86.8 10.7 490.0 75 69.7 4.7
2005 594.5 2.3 95.5 10.0 531.4 8.4 77.2 10.8
2006 617.9 39 103.7 8.6 582.1 9.5 92.8 20.2
2007 641.8 39 86.3 -16.8 595.7 2.3 75.7 -18.4
2008 693.8 8.1 75.7 -12.3 638.0 71 66.2 -12.5
2009 7744 11.6 66.7 -11.9 727.3 14.0 61.7 6.8
2010 860.3 1.1 62.6 6.1 785.1 7.9 57.5 6.8
201 942.8 9.6 61.6 -1.6 842.0 72 55.6 -3.3
2012 1016.1 7.8 60.0 2.6 932.8 10.8 53.6 -3.6
2013 1100.1 8.3 455 -24.2 988.8 6.0 40.6 -24.3
2014 1180.1 7.3 7.3 56.7 11183 13.1 43.8 7.9
2015 1276.8 8.2 80.9 13.5 12114 8.3 70.9 61.9
2016 1375.9 7.8 90.9 124 1316.0 8.6 80.0 12.8

pabpm = per average beneficiary per month
pasbpm = pabpm in respect of those schemes that had savings contributions
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Figure 46: Risk and savings contributions pabpm: 2000 - 2016
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Figure 47: Risk and savings claims pabpm: 2000 - 2016
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pabpm = per average beneficiary per month

On average, increases in risk contributions and claims pabpm were slightly lower in restricted schemes than in open schemes over the last 16 years.
This is partly because restricted schemes generally have higher reserve levels compared to open schemes, thus availing resources for cushioning of
increasing healthcare costs. The risk claims ratio in open schemes increased to 89.3% in 2016 from 88.7% in 2015; in restricted schemes it increased
t0 95.6% from 94.9% in 2015.
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Figure 48: Risk and medical savings account contributions and claims pabpm: 2000 - 2016
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Figure 48 and Table 21 show that between 2003 and 2006 medical savings accounts contributions and claims increased at greater rates than those
recorded for the risk components.

But the figures for the period 2007 to 2013 appear to reflect a change in this trend. In 2000, savings contributions made up 12.8% of gross contributions.
At the end of 2013, savings had declined to 9.3% of gross contributions. The decrease is partly attributable to a decision taken by the CMS not to allow
variable savings rates on an option, which resulted in a number of medical schemes no longer offering savings plan accounts.

The subsequently higher increases in the savings components are partly due to a number of schemes introducing savings on existing options, and is
indicative of a move towards benefit designs which require a greater proportion of benefits to be funded out of members’ personal savings accounts
than from the general risk pool of the scheme.

Table 21: Contributions and relevant healthcare expenditure per average beneficiary per month 2000 — 2016 (2016 prices)

Risk Savings Risk Savings
contributions contributions claims claims
pabpm % pasbpm % pabpm % pasbpm %

R change R change R  change R  change
2000 841.1 1234 750.7 1101
2001 952.4 13.2 127.8 3.6 792.4 5.6 113.9 3.5
2002 1014.2 6.5 131.9 32 832.0 5.0 113.6 0.3
2003 1085.9 7.1 150.6 14.2 859.6 3.3 125.4 104
2004 11452 5.5 162.0 7.6 899.7 47 136.2 8.6
2005 1137.1 0.7 176.0 8.6 956.3 6.3 148.9 9.3
2006 1127.6 0.8 183.5 43 992.0 37 175.2 17.7
2007 1136.5 0.8 161.8 -11.8 983.7 -0.8 151.2 -13.7
2008 1116.7 1.7 155.2 -4.1 970.0 -1.4 146.1 -34
2009 1166.8 45 152.3 -1.9 10422 74 146.0 0.1
2010 1226.9 52 153.3 0.7 10715 2.8 145.2 0.5
2011 1274.0 3.8 153.2 0.1 1102.3 29 143.8 -1.0
2012 1289.4 1.2 154.2 0.7 1130.6 26 143.6 0.1
2013 13224 26 162.0 5.1 11435 1.1 150.2 4.6
2014 1338.0 1.2 167.1 3.1 12153 6.3 155.9 3.8
2015 1380.4 32 175.6 5.1 1261.3 3.8 164.8 57
2016 1391.1 0.8 177.3 1.0 1280.7 1.5 166.5 1.0

pasbpm = pabpm in respect of schemes which had savings transactions
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Figure 49: Medical savings accounts contributions and claims pabpm: 2004 — 2016 (2016 prices)
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The proportion of claims paid from medical savings accounts as a percentage of gross healthcare expenditure increased to 11.6% in 2015 but
decreased slightly to 11.5% in 2016, as shown in Figure 49.

For open schemes, the proportion of claims paid from medical savings accounts decreased from 14.8% in 2015 to 14.7% in 2016; the medical savings
accounts claims ratio increased to 95.3% from 95.2% in 2015.

For restricted schemes, the proportion of claims paid from medical savings accounts increased from 5.5% in 2015 to 5.7% in 2016. The medical savings
accounts claims ratio increased to 88.5% from 87.6% in 2015.

Figure 50 shows the use of medical savings accounts in the benefit designs of medical schemes since 2000. When adjusted for inflation, risk
contributions and claims have increased by 65.4% and 70.6% respectively on a pabpm basis; medical savings account contributions and claims have
risen by 43.7% and 51.2% respectively.
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Figure 50: Risk and medical savings accounts contributions and claims pabpm: 2000 — 2016 (2016 prices)
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Figure 51 shows the relationship between risk contributions and claims paid over the past decade. All figures have been adjusted for inflation.

Figure 51: Risk claims ratio for all schemes per average beneficiary per month 2000 - 2016 (2016 prices)
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After an initial decline, the claims ratio increased to 88.0% in 2006 from 84.1% in 2005, and stabilised at 86.6% in 2007 and at 86.9% in 2008. There
was an increase in 2009, followed by a decrease over the next two years to 86.5% in 2011. There was a slight increase in 2012 from the previous year,
with medical schemes paying out 87.7% of risk contributions in benefits. In 2013 the claims ratio decreased to 86.5%, and has since risen again in 2014
t0 90.8%, in 2015 to 91.4%, and in 2016 to 92.1%.

ANNUAL REPORT 2016/2017 // 183




THE MEDICAL SCHEMES INDUSTRY IN 2016 (CONTINUED)

Figure 52: Seasonality of claims per month in 2016
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Figure 52 shows the seasonal pattern in monthly claims (as a percentage of monthly contributions) during 2016. Both open and restricted schemes
follow the same general trend: an increase in claims in the first quarter of the year as members gain access to new benefits, increases in claims over
the winter months, and a downward trend in the last quarter of the year.

Risk transfer arrangements

Over the last few years, medical schemes have increasingly resorted to risk transfer arrangements to manage their insurance risks.

Table 22 reflects the main components of such arrangements: The capitation fees which schemes paid to third parties to manage their risks, the
estimated costs which schemes would have incurred had they not used risk transfer arrangements, and the net effect thereof.

The net income/(expense) column in Table 22 reflects the value derived from the risk transfer arrangement. (Annexure Z provides further details.)

Table 22: Significant risk transfer arrangements 2015 and 2016

Capitation fees Estimated recoveries Net income/(expense)*
2016 2015 2016 2015 % 2016 2015 %
R’000 R’000 R’000 R’000 growth R’000 R’000 growth
Open schemes 2095581 2035516 30 1852388 1805918 26 (241674) (228 051) 6.0
Restricted schemes 1096 380 1040302 54 1187932 1180012 0.7 97335 145371 -33.0
All 3191961 3075818 3.8 3040320 2985930 1.8 (144 339) (82 680) -74.6

* The net income/(expense) on risk transfer arrangements includes an amount of R7.3 million in respect of profit- and loss-sharing agreements.
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Table 23 lists the ten schemes which incurred the biggest losses in respect of their significant risk transfer arrangements, and Table 24 details the ten
benefit options which reported the greatest losses.

Table 23: Schemes with highest risk transfer arrangement losses: 2016

Net income/
Estimated Net income/ (expense) as %
Beneficiaries Capitation fees recoveries (expense)  of capitation fees
Name of medical scheme 31 Dec 2016 R’000 R’000 R’000 %
1512 Bonitas Medical Fund 753 514 774 585 614 134 (160 451) -20.7
1486 Sizwe Medical Fund 122 938 65010 10 825 (54 185) -83.3
1167 Momentum Health 266 206 322300 274 377 (50 154) -15.6
1125 Discovery Health Medical
Scheme 2735191 366 344 350923 (15 421) 4.2
1580 South African Police Service
Medical Scheme (POLMED) 498 152 195 825 181808 (14 017) 7.2
1270 Golden Arrow Employees'
Medical Benefit Fund 5942 24 574 19529 (4 876) -19.8
1087 Keyhealth 75038 74 391 69 876 (4 539) 6.1
1039 MBMed Medical Aid Fund 9764 9939 6125 (3814) -38.4
1575 Resolution Health Medical
Scheme 35317 7724 3994 (3730) -48.3
1043 Chartered Accountants (SA)
Medical Aid Fund (CAMAF) 46 373 23782 20920 (2 862) -12.0

Table 24: Options with highest risk transfer arrangement losses: 2016

Net income/
(expense)
Average as % of

Name of medical Name of benefit age per  Capitation Estimated  Profit/(loss) Net income/ capitation
scheme option Beneficiaries  beneficiary fees  recoveries sharing (expense) fees

31 Dec 2016 Years R’000 R'000 R'000 R'000 %

1512  Bonitas Medical Standard

Fund 307 443 33.5 491103 400 260 - (90 844) -18.5
1167 Momentum Health ~ Custom 124 349 31.2 117 319 52172 (895) (66 042) -56.3
1486  Sizwe Medical Fund  Gomomo Care

Option 13 046 30.5 65010 10 825 - (54 185) -83.3

1125  Discovery Health Classic

Medical Scheme Comprehensive 349 237 38.9 131485 95 836 - (35649) 211
1512 Bonitas Medical Primary

Fund 163 426 276 148 565 118 889 - (29676) -20.0
1512 Bonitas Medical Bonsave

Fund 71964 217 63 034 39 886 - (23 149) -36.7
1167  Momentum Health  Ingwe 46 245 271 91817 79 945 (621) (12493) -136

1580  South African Police  Aquarium
Service Medical

Scheme (POLMED) 142 639 218 32985 23094 - (9891) -30.0
1512 Bonitas Medical Boncap

Fund 61703 32.3 23 591 14677 - (8914) -37.8
1270  Golden Arrow Standard

Employees' Medical

Benefit Fund 5104 31.3 18 920 13012 147 (5761) -30.4

Bonitas Medical Fund is listed in both Tables 23 and 24 as the biggest loss-maker.
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THE MEDICAL SCHEMES INDUSTRY IN 2016 (CONTINUED)

The Sizwe Medical Fund Gomomo Care option suffered the biggest loss in terms of the percentage of capitation fees paid (83.3%) followed by the
Custom option from Momentum Health (56.3%), as shown in Table 24.

Accredited managed healthcare services (no transfer of risk)

Accredited managed healthcare services increased by 7.8% to R3.8 billion in 2016 from R3.5 billion in 2015. In 2016, 8 768 950 beneficiaries (or 98.8%
of beneficiaries) were covered by these managed healthcare arrangements.

Table 25: Accredited managed healthcare service fees (no transfer of risk) for options with a claims ratio above 100%: 2016

Accredited managed

healthcare services fees Number of
(no transfer of risk) Risk claims Beneficiaries options
R’000 pmpm R’000 % of RCI
Open schemes 277735 86.5 14 779 057 105.2 549 162 26
Restricted schemes 181672 75.9 10 542 663 1144 390 949 42
All schemes 459 406 82.0 25321720 108.8 940 111 68

pmpm = per member per month
RCI = risk contribution income

Table 26: Accredited managed healthcare services (no transfer of risk) of 10 largest schemes: 2016

Accredited managed

Average healthcare services

Name of medical scheme beneficiaries Claims ratio as % of RCI

1125 Discovery Health Medical Scheme Open 2707913 87.2 32
1598 Government Employees Medical Scheme (GEMS) Restricted 1801999 96.6 2.3
1512 Bonitas Medical Fund Open 676 785 921 2.9
1580 South African Police Service Medical Scheme (POLMED)  Restricted 497 129 97.0 1.7
1167 Momentum Health Open 257 371 88.1 2.7
1279 Bankmed Restricted 214 305 96.5 2.8
1252 Bestmed Medical Scheme Open 200 400 88.0 2.6
1149 Medihelp Open 195 858 92.9 1.9
1140 Medshield Medical Scheme Open 153 415 94.8 1.7
1145 LA-Health Medical Scheme Restricted 147778 82.9 2.3

RCI = Risk Contribution Income

Table 26 depicts the 10 largest schemes by number of average beneficiaries and shows their total expenditure on accredited managed healthcare
services. The industry average was 2.6% of risk contribution income.
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Non-healthcare expenditure

The total gross non-healthcare expenditure for all medical schemes at the end of 2016 was reported at R14.1 billion, an increase of 8.5% from
R13.0 billion in 2015. The net non-healthcare expenditure increased by 8.5% from 2015.

Figure 53: Gross non-healthcare expenditure 2016
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Figure 54: Gross non-healthcare expenditure: 2016 prices
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pabpm = per average beneficiary per month

The non-healthcare expenditure of medical schemes consists mainly of administration expenditure, commissions and service fees paid to brokers,
other distribution costs and impaired receivables.

Affordability of medical schemes has increasingly become an important consideration in the private healthcare sector. When medical schemes determine
premiums, factors such as the claims experience of the scheme, operational costs and level of reserving required are taken into consideration. It

is therefore essential to ensure that monies collected from members are directed at the appropriate interventions and expenditure, and that non-
healthcare expenditure is managed judiciously.
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THE MEDICAL SCHEMES INDUSTRY IN 2016 (CONTINUED)

The rate of increase in non-healthcare expenditure has decreased substantially between 2000 and 2016, more so in recent years; particularly given
that this expenditure was increasing at rates that exceeded the rate of increase in contributions in the earlier years.

Non-healthcare expenditure has in fact reduced in real terms over the period. There are, however, still individual schemes and particular non-healthcare
items (such as advertising and marketing, consulting and legal fees, and trustee remuneration) that continue to show upward trends and thus require
attention. In recent years, the remuneration of trustees and Principal Officers of medical schemes, has come under the spotlight, with increases being
significantly higher than inflation, as well as the expenditure on Annual General Meeting costs. In the interest of members’ protection, it is important that
such expenditure is associated with a discernible value proposition.

Administration expenditure

Administration expenditure, being the largest component of non-healthcare expenditure in all medical schemes, grew by 8.1% to R11.9 billion between
December 2015 (when it stood at R11.0 billion) and December 2016. Open schemes increased their administration expenditure by 5.8% to R7.9 billion
from R7.4 billion in 2015. Administration expenditure in restricted schemes increased by 12.8% from R3.6 billion in 2015 to R4.0 billion in 2016.

Eight open schemes (representing 5.4% of all average beneficiaries) and eight restricted schemes (representing 4.6% of all average beneficiaries) had
an overall administration expenditure greater than 10.0% of gross contribution income (GCl) in 2016.

Tables 27 and 28 show the ten open and restricted schemes respectively, with the highest administration expenditure pabpm.

A high cost per life is sometimes the function of a low average of beneficiaries rather than high absolute administration costs. Schemes need to be
operating with a certain number of lives in order for the average operational costs to be lower and make the business more profitable and sustainable
in the long term.

Table 27: Ten open schemes with the highest administration expenditure above industry average of R132.4 pabpm (2016)

Average
number of (¢7:13 (¢7.13
Name of scheme Name of administrator beneficiaries R'000 % of GCI
1141 Open  Spectramed Agility Health (Pty) Ltd 27 599 74 395 2246 11.3
1446 Open Selfmed Medical Scheme Self-Administered 13 896 34 050 204.2 11.3
1202  Open Fedhealth Medical Scheme Medscheme Holdings (Pty) Ltd 144 167 290 996 168.2 9.3
1486  Open Sizwe Medical Fund Sechaba Medical Solutions
(Pty) Ltd 121692 245414 168.1 10.7
1575  Open Resolution Health Medical Scheme  Agility Health (Pty) Ltd 37 546 75572 167.7 10.3
1087  Open Keyhealth Professional Provident Society
Healthcare Administrators
(Pty) Ltd 75 506 146 041 161.2 7.3
1464  Open Suremed Health Providence Healthcare Risk
Managers (Pty) Ltd 2772 5314 159.8 9.8
1491  Open Compcare Wellness Medical Scheme Universal Healthcare
Administrators (Pty) Ltd 26 593 49093 153.8 9.9
1149  Open Medihelp Self-Administered 195 858 340613 144.9 8.6
1034  Open Cape Medical Plan Self-Administered 11676 19992 142.7 11.6

GAE = Gross Administration Expenditure
GClI = Gross Contribution Income
pabpm = per average beneficiary per month
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Table 28: Ten restricted schemes with the highest administration expenditure above industry average of R85.9 pabpm (2016)

Average
number of
Name of scheme Name of administrator beneficiaries
1194  Restricted Profmed Professional Provident Society
Healthcare Administrators
(Pty) Ltd 68 637 162 630 197.5 1.9
1043  Restricted Chartered Accountants (SA) Sanlam Health Administrators
Medical Aid Fund (CAMAF) (Pty) Ltd 46 946 109 023 193.5 10.2
1441  Restricted Parmed Medical Aid Scheme Medscheme Holdings (Pty) Ltd 4 896 8874 151 43
1068  Restricted De Beers Benefit Society Self-Administered 11145 18 556 138.7 6.4
1523  Restricted  Grintek Electronics Medical Aid  Universal Healthcare
Scheme Administrators (Pty) Ltd 1678 2734 135.8 8.1
1571  Restricted Anglovaal Group Medical
Scheme Discovery Health (Pty) Ltd 7503 11 586 128.7 7.0
1012  Restricted Anglo Medical Scheme Discovery Health (Pty) Ltd 18 984 28 489 1251 6.1
1105  Restricted Metropolitan Medical Scheme ~ METHEALTH (Pty) Ltd 7322 10 888 123.9 7.2
1241  Restricted Naspers Medical Fund Discovery Health (Pty) Ltd 16 315 23959 1224 7.7
1566  Restricted Horizon Medical Scheme Medscheme Holdings (Pty) Ltd 4527 6 468 1191 13.7

GAE = Gross Administration Expenditure
GClI = Gross Contribution Income
pabpm = per average beneficiary per month

Relative to the open and restricted schemes’ industry average, some of these schemes have high administration costs both as a percentage of GCI
and on a pabpm basis.

Figure 55: Ten open schemes with the highest administration expenditure above industry average of
R132.4 pabpm (2016)
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THE MEDICAL SCHEMES INDUSTRY IN 2016 (CONTINUED)

Figure 56: Ten restricted schemes with the highest administration expenditure above industry average of
R85.9 pabpm (2016)

250.0 80.0
70.0
200.0
60.0

150.0 500

4008
o

pabpm

100.0

30.0

20.0

50.0
10.0
0.0 0.0
Profmed Chartered ~ Parmed Medical ~ De Beers Grintek Anglovaal Group Anglo Medical ~ Metropolitan Naspers Horizon Medical
Accountants  Aid Scheme  Benefit Society ~ Electronics ~ Medical Scheme ~ Scheme  Medical Scheme Medical Fund Scheme
(SA) Medical Aid Medical Aid
Fund (CAMAF) Scheme
I Average number of beneficiaries M GAE pabpm Industry average pabpm

pabpm = per average beneficiary per month

Table 29 shows the gross administration fees paid to third-party administrators as well as administration fees paid by self-administered medical
schemes. These fees are the sum of administration fees, co-administration fees, and other indirect fees paid to the administrator.

Table 29: Administration fees paid to third-party administrators per average beneficiary per month: 2015 and 2016

Open schemes Restricted schemes
2016 2015 2016 2015
pabpm pabpm % pabpm pabpm %

R’000 R'000 variance R’000 R’000 variance
Third party
Administration fees 114.8 109.8 46 52.7 50.1 5.2
Co-administration fees - - - 171 8.2 108.5
Total 114.8 109.8 4.6 61.3 54.2 13.1
Self administered
Administration fees* 57.8 - 100.0 - - -
Co-administration fees - - - - - -
Total 57.8 - 100.0 - - -

pabpm = per average beneficiary per month

Medihelp became self-administered after the Strata Healthcare Management (Pty) Ltd accreditation expired on 5 December 2015. The scheme still
incurred administration fees for 5 months during 2016.

On average, third-party-administered open schemes spent 87.3% more per beneficiary on administration fees than third-party-administered restricted
schemes In 2015, open schemes spent 102.6% more per beneficiary.

Administration and co-administration fees paid to third-party administrators were the main component of Gross Administration Expenditure (GAE). They
grew by 4.4% to R8.6 billion in 2016 from R8.3 billion in the previous year. These fees represented 80.9 % of GAE in 2016, compared to 80.9 % in 2015.
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Fees of trustees and principal officers

Remuneration and other considerations of trustees and principal officers accounted for 0.7% and 0.9% of GAE respectively. In 2016, the fees of
principal officers amounted to 0.7% of GAE in open schemes (0.6% in 2015) and 1.4% in restricted schemes (unchanged from 2015).

Table 30 and Figure 57 show the 10 schemes with the highest average fees for trustees. More details are contained in Annexure V. Figure 58 then
shows the breakdown of trustee remuneration for the 10 schemes with the highest remuneration.

Table 31 shows the ten schemes with the highest principal officer fees. More details are contained in Annexure V.

Table 30: Ten schemes with highest trustee fees: 2015 and 2016

Trustee remuneration

and other Average fee
Name of medical scheme considerations Number of trustees per trustee
2016 2015 2016 2015 2016 2015
R’000 R’000 R’000 R’000
1598 Government Employees Medical
Scheme (GEMS) Restricted 7543 7161 13 12 580 597
1125 Discovery Health Medical Scheme Open 5430 4037 9 6 603 673
1580 South African Police Service Medical
Scheme (POLMED) Restricted 4931 2251 14 16 352 141
1140 Medshield Medical Scheme Open 4615 3810 9 7 513 544
1512 Bonitas Medical Fund Open 4596 3524 14 10 328 352
1486 Sizwe Medical Fund Open 3857 3431 10 1 386 312
1202 Fedhealth Medical Scheme Open 3678 3457 10 11 368 314
1194 Profmed Restricted 33% 2 861 10 10 339 286
1145 LA-Health Medical Scheme Restricted 3038 2492 16 19 190 131
1537 Hosmed Medical Aid Scheme Open 2791 152 1 11 254 14

Figure 57: Ten schemes with highest average trustee fees 2015 and 2016
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Figure 58: Composition of trustee remuneration for 10 schemes with highest remuneration in 2016
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Table 31: Ten schemes with highest remuneration for Principal Officers: 2016

Average
Name of medical scheme beneficiaries Principal Officer remuneration

2016 2015 %

R’000 R’000 change

1576 LMS Medical Fund 110 019 9733 3484 179.4
1580 South African Police Service Medical Scheme (POLMED) 497 129 9417 5744 63.9
1125 Discovery Health Medical Scheme 2707913 5706 5126 1.3
1252 Bestmed Medical Scheme 200 400 4657 3752 241
1140 Medshield Medical Scheme 153 415 4349 2837 53.3
1598 Government Employees Medical Scheme (GEMS) 1801999 4223 4223 0
1582 Transmed Medical Fund 57 137 3607 3345 7.8
1597 Umvuzo Health Medical Scheme 54 821 3495 3267 7
1512 Bonitas Medical Fund 676 785 3116 3523 -11.6
1194 Profmed 68 637 3074 2749 1.8

* Principal Officer remuneration includes curator fees.
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Table 32: Top ten open schemes with the highest advisory* services fees

Total legal

Consulting fees and

Average PO fees Legal fees fees  consulting

Scheme name beneficiaries R’000 R’000 R’000 R’000

1512 Bonitas Medical Fund 676 785 3116 7326 3478 10 803
1140 Medshield Medical Scheme 153 415 4349 6 926 2716 9642
1252 Bestmed Medical Scheme 200 400 4657 2123 6842 8965
1486 Sizwe Medical Fund 121 692 2316 2513 5658 8171
1149 Medihelp 195 858 1807 6803 1028 7830
1537 Hosmed Medical Aid Scheme 70 606 2800 1172 2581 3753
1576 LMS Medical Fund ** 110 019 9733 963 1610 2573
1554 Genesis Medical Scheme 21 581 1669 2239 - 2239
141 Spectramed 27599 2286 1736 227 1962
1034 Cape Medical Plan 11676 840 938 152 1090

* Advisory fees refers to the combination of legal and consulting fees.
** LMS Medical Fund amalgamated with Bonitas Medical Fund on 1 October 2016.

Table 33: Top ten restricted schemes with the highest advisory* services fees

Total legal

Consulting fees and

Average PO fees Legal fees fees  consulting

Name of medical scheme beneficiaries R’000 R’000 R’000 R’000

1598 Government Employees Medical Scheme (GEMS) 1801999 4223 7703 90 611 98 314
1580 South African Police Service Medical Scheme

(POLMED) 497 129 9417 4 687 5432 10 119

1279 Bankmed 214 305 2425 1378 1248 2626

1038 SAMWUMed 83 523 2487 1176 1323 2499

1086 Food Workers Medical Benefit Fund 18 314 1273 1816 - 1816

1579 Tsogo Sun Group Medical Scheme 10 556 - - 1710 1710

1012 Anglo Medical Scheme 18 984 2028 - 1670 1670

1547 Malcor Medical Scheme 12 084 470 - 1468 1468
1209 South African Breweries Medical Aid Scheme

(SABMAS) 21905 - 182 1229 1411

1600 Motohealth Care 53 168 2009 934 385 1319

* Advisory fees refers to the combination of legal and consulting fees.
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Table 34: Ten schemes with highest Annual General Meeting costs: 2016

Ref. No.  Name of medical scheme Average members Annual General Meeting Costs
2016 2015
2016 2015 2016 2015 pampb pampb
R’000 R’000 R R
1125 Discovery Health Medical Scheme 1280 494 1250 194 8986 3218 0.6 0.2
1486 Sizwe Medical Fund 50 784 52 767 3194 770 5.2 1.2
1512 Bonitas Medical Fund 308 262 295 462 1859 2477 0.5 0.7
1038 SAMWUMed 37129 38 664 1107 1632 25 35
1252 Bestmed Medical Scheme 94 998 93 066 975 1149 0.9 1.0
1580 South African Police Service Medical
Scheme (POLMED) 174 480 172 039 575 277 0.3 0.1
1149 Medihelp 90 676 94 316 501 691 0.5 0.6
1140 Medshield Medical Scheme 74 058 75679 271 253 0.3 0.3
1590 Building & Construction Industry
Medical Aid Fund 4449 5255 160 121 3.0 1.9
1592 Thebemed 10 115 9319 95 853 79200 0.8 0.7
Broker costs

Broker costs, which include all commissions, service fees and other distribution costs, increased by 10.0% from R1.8 billion in 2015 to R2.0 billion in
2016, compared to 5.8% in 2015.

Broker costs represented 14.1% of total non-healthcare expenditure in 2016, while they accounted for 13.9% in 2015.

For schemes that pay broker commissions, the amounts paid on a per average member per month (pampm) basis increased to R62.2 pampm in 2016
from R57.4 pampm in 2015, representing an increase of 8.4%.

Broker commissions as a percentage of GCI remained constant at 1.2% in both 2015 and 2016.

Figure 59 shows annual broker service fees paid by open schemes since 2000, as well as their percentage of total non-healthcare expenditure.

Figure 59: Broker service fees for open schemes: 2000 — 2016
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Figure 60 illustrates the increase in broker fees relative to the number of members of schemes that pay brokers.

Figure 60: Broker fees and scheme membership: 2000 — 2016
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Table 35 illustrates the schemes which had broker service fees that were higher than the industry average of R62.2 pampm during 2016 (The average
in 2015 was R57.4 pampm). These six schemes (2015: six) represented 78.6% (2015: 60.8%) of total membership that paid for broker service fees, and
86.4% (2015: 68.8%) of total broker service fees paid. One of these schemes paid at a level of 20.0% greater than the industry average.

Table 35: Schemes with broker fees above the industry average per average member per month 2015 and 2016

Ref. No.  Name of medical scheme Broker fees* Other distribution fees
2016 2015 2016 2015

pampm pampm pampm pampm %
R R change
1537 Hosmed Medical Aid Scheme Open 77.0 735 48 - - -
1125 Discovery Health Medical Scheme  Open .7 65.5 9.5 - - -
1145 LA-Health Medical Scheme Restricted 70.3 64.8 8.5 - - -
1531 Sedmed Restricted 65.1 62.1 4.8 - - -
1140 Medshield Medical Scheme Open 63.3 59.6 6.2 - - -
1512 Bonitas Medical Fund Open 63.0 57.2 10.1 - - -

pampm = per average member per month
* Excluding distribution costs.
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Figure 61: Schemes with broker fees above the industry average of R62.2 per average member per month 2015
and 2016
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Reinsurance results

There were no schemes with reinsurance contracts in place in either 2015 or 2016.

Impaired receivables

Impaired receivables increased by 20.9% to R241.4 million for the year under review from R199.7 million in 2015. They represented 1.7% of total
non-healthcare expenditure, up from 1.5% in 2015.

It took schemes an average of 10.6 days to collect debts (contributions from their members) in 2016. This worsened by -9.3% from 9.7 days in 2015.
This collection period falls well outside the legal provisions which require that members pay all contributions to their medical scheme not later than three
days after the payment is due. The associated risks of not paying and collecting contributions timeously are the possible impairment of the debtor and
paying claims when contributions have not been received.

Figure 62 shows the trend in impaired receivables over the past 17 years, also expressed as a percentage of total non-healthcare expenditure.

Figure 62: Impaired receivables: 2000 - 2016
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Trends in non-healthcare expenditure

Administration expenditure was the main component of non-healthcare expenditure in 2016 at 84.2%, down from 84.6% in 2015.
Administration expenditure accounted for 7.3% of GCI in 2016, unchanged from 2015.

Table 36 shows administration expenditure by type of scheme administration.

Table 36: Gross administration expenditure (GAE) per average beneficiary per month 2000 — 2016

Open schemes Restricted schemes
Self-administered Third party Self-administered Third party

pabpm % pabpm % pabpm % pabpm %
R change R change R change R change

2000 31.5 371 221 26.2
2001 51.8 64.4 495 33.4 26.5 19.9 30.4 16.0
2002 48.1 -7.1 56.5 14.1 33.5 26.4 38.7 27.3
2003 59.6 23.9 63.1 1.7 30.2 9.9 43.3 1.9
2004 65.3 9.6 69.0 9.4 374 238 45.3 4.6
2005 68.7 5.2 75.0 8.7 35.9 -4.0 53.6 18.3
2006 70.4 25 78.8 5.1 32.5 9.5 52.9 -1.3
2007 76.0 8.0 82.1 4.2 36.1 1.1 51.7 2.3
2008 81.1 6.7 88.0 7.2 33.3 -7.8 49.6 -4.1
2009 90.4 1.5 96.0 9.1 37.9 13.8 53.6 8.1
2010 87.3 -3.4 97.8 1.9 46.0 214 54.8 22
2011 86.0 -1.5 103.6 5.9 417 3.7 55.6 1.5
2012 99.6 15.8 108.8 5.0 53.7 12.6 58.2 4.7
2013 108.7 9.1 113.5 4.3 55.9 4.1 62.4 7.2
2014 11.0 2.1 120.2 5.9 71.0 27.0 68.8 10.3
2015 128.3 15.6 126.1 4.9 67.6 -4.8 775 12.6
2016 134.2 4.6 1321 4.8 75.1 1.1 86.7 1.9

pabpm = per average beneficiary per month

Table 36 also shows that self-administered open schemes paid 78.7% (2015: 89.8%) more pabpm for administration expenditure than self-administered
restricted schemes. Third-party-administered open schemes paid 52.4% (2015: 62.7%) more pabpm for administration expenditure than third-party-
administered restricted schemes.

During 2016, there were six self-administered open schemes (five in 2015), representing 596 826 average beneficiaries (2015: 403 016 ), and 17
third-party-administered open schemes (18 in 2015), representing 4 360 490 average beneficiaries (2015: 4 509 467).

Self-administered open schemes experienced an increase of 4.6% in spending on administration expenditure (from R128.3 pabpm in 2015 to
R134.2 pabpm in 2016) while third-party-administered open schemes increased their expenditure by 4.8% to R132.1 pabpm from R126.1 pabpm in
2015. Third-party-administered open schemes paid 1.6% less for administration expenditure than self-administered open schemes, compared to the
1.7% in 2015.

During 2016, there were eight self-administered restricted schemes, unchanged from the previous year, representing 299 373 average beneficiaries
(2015: 308 300 ), and 53 third-party-administered restricted schemes (2015: 52), representing 5 397 106 average beneficiaries (2015: 5 326 621 ).

Third-party-administered restricted schemes spent on average 15.4% more on administration expenditure at R86.7 pabpm compared to the
R75.1 pabpm of self-administered restricted schemes, up from 14.6% in 2015.

Table 37 indicates the ten schemes with the highest marketing, advertising, and broker costs. The majority of these are open medical schemes. The
table also shows the expenditure incurred by schemes when recruiting new members. The membership statistics show that the number of principal
members in open schemes increased by 0.9% from 2015 to 2016 (1.4% from 2014 to 2015). Member growth in this instance is not confined to new
members who were not previously covered by a scheme as it includes members who moved from other schemes.
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Figure 63 illustrates the information contained in Table 37.

Table 37: Ten schemes with highest marketing, advertising and broker costs per average member per month 2016

Marketing,

advertising and Net new
Ref. No. Name of medical scheme broker costs member growth
1202 Fedhealth Medical Scheme 113.7 3.2
1167 Momentum Health 103.7 7.3
1512 Bonitas Medical Fund 103.3 17.8
1422 Topmed Medical Scheme 100.5 -12.9
1597 Umvuzo Health Medical Scheme 98.5 0.2
1486 Sizwe Medical Fund 96.9 44
1140 Medshield Medical Scheme 94.5 2.2
1252 Bestmed Medical Scheme 94.3 0.7
1575 Resolution Health Medical Scheme 91.8 -14.7
1125 Discovery Health Medical Scheme 90.6 2.3

pampm = per average member per month

Figure 63: Ten schemes with highest marketing, advertising and broker costs per average member per
month 2016
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Tables 38 and 39 show open and restricted schemes with the highest marketing and advertising expenditure.

Table 38: Open schemes with the highest marketing and advertising expenditure per average member per month 2016

Name of Marketing expenditure Broker costs paid Average members Name of main Expenditure %
medical (including advertising) advertising per of total
scheme 2016 2015 % 2016 2015 % 2016 2015 %  and marketing provider fees
pampm pampm change pampm pampm change change provider(s) R'000
1202 Fedhealth 55.2 432 27.8 58.4 53.2 98 72315 71900 0.6  The Cheese Has 47 931 100.0
Medical Moved (Pty) Ltd
Scheme
1167 Momentum - - - 1037 971 6.8 134214 126070 6.5  Notapplicable - -
Health
1512 Bonitas Medical ~ 40.3 434 741 63.0 57.2 10.1 308262 295462 4.3 Afrocentric 149172 100.0
Fund Distribution Services
(Pty) Ltd
1422 Topmed Medical  39.0 39.1 0.3 61.5 55.2 14 23384 24088 29  FastPulse 4543 415
Scheme Ad hoc expenditure 6396 58.5
1486  Sizwe Medical 38.8 20.9 85.6 58.2 60.5 -38 50784 52767 -3.8  Ad hoc Marketing 16 860 714
Fund Advertising
Sponsorships and
promotions
Bakone Strategic 6758 28.6
Concepts
1140 Medshield 31.2 25.3 23.3 63.3 59.6 6.2 74058 75679 2.1 Spacegrow Media 10 682 38.5
Medical Wellness Odyssey 1265 4.6
Scheme Wink Promotions 965 35
Risk SA 155 0.6
Other Marketing 3236 1.7
Ntsumi 3283 1.8
Telecommunications
Saints Brand and 5628 20.3
Design
Maverick Digital Labs 23 0.1
Hi Performance 1259 45
Supplies
Peakin Blu Staff 108 04
Marketing
Specialist Research 345 12
Kaya FM 774 2.8
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Name of Marketing expenditure Broker costs paid Average members Name of main Expenditure %
medical (including advertising) advertising per of total
scheme 2016 2015 % 2016 2015 % 2016 2015 %  and marketing provider fees
pampm pampm change pampm pampm change change provider(s) R'000
1252 Bestmed 285 28.2 11 65.7 62.7 48 94998 93066 2.1 The Old Shanghai 3478 10.7
Medical Fire Cracker Factory
Scheme
Cycle Labuschagne 1244 3.8
Brothers
Bluestream 274 0.8
Research CC
Tukssport (Pty) Ltd 1512 46
(HPC)
Tukssport Borgskap 46 0.1
Tukssport Study 333 1.0
Centre
Two The Core 891 2.7
Events (Pty) Ltd
Urban Event Lab 41 2.3
LJ van Zyl 297 0.9
Tukssport University 2772 8.5
of Pretoria
ASG Event Solutions 3020 9.3
(Pty) Ltd
Nelson Mandela 1094 34
Metropolitan
University
Brandman Business 529 1.6
Development
AGE Business 285 0.9
Solutions
Inkonde Projects 1452 45
De Villiers Cycling 217 0.7
Events
Ad hoc expenditure 14 349 441
1575  Resolution 35.7 29.8 19.8 56.1 51.7 85 18959 22525 -15.8  National Positions 173 21
Health Medical Agility Channel 6572 80.9
Scheme Jean de Villiers 61 0.8
Ad hoc expenditure 1043 12.8
Martina Nicholson 274 34
1125  Discovery 18.9 18.1 44 .7 65.5 9.5 1280494 1250194 24  Discovery 290514  100.0
Health Medical Health (Pty)
Scheme Ltd - all inclusive
administration
agreement
1576 LMS Medical 17.0 479 645 48.3 613 -212 55276 55995 -1.3  V Medical Solutions 7526 66.6
Fund (Pty) Ltd
Afrocentric 2301 20.4
Distribution services
(Pty) Ltd.
Ad hoc expenditure 1467 13.0
Open scheme 241 24.3 -0.8 68.0 62.8 8.3 2341617 2304 852 1.6
industry
average**

pampm = per average member per month
* Due to data limitations this table does not reflect schemes in which this expenditure is included in administration fees.
** The industry averages are based only on those schemes which incurred the specific type of expenditure.

200 ANNUAL REPORT 2016/2017 //




Table 39: Restricted schemes with the highest marketing and advertising expenditure per average member per month 2016

Name of
medical scheme

Marketing expenditure
(including advertising)

2016 2015 % 2016

2015

Broker costs paid

%

pampm pampm change pampm pampm change

Average members

2016 2015

%
change

Name of main
advertising
and marketing
provider(s)

Expenditure
per
provider
R’000

%
of total
fees

1597  Umvuzo Health 52.6 475 10.7 459 448 25 26110 27113 -3.7  Ad hoc expenditure 16,490 100.0
Medical Scheme
1194 Profmed 50.8 36.2 40.3 23.7 223 6.3 31483 29982 5.0  Ebonyand Ivory 14,229 741
Cyberkinetics 2,518 131
Newsclip 133 0.7
Epic 448 2.3
Communications
Other 1,871 9.7
1145  LA-Health 1.1 0.8 375 70.3 64.8 85 60832 55712 9.2 Adhoc expenditure 770 100.0
Medical Scheme
1531 Sedmed 2.2 09 1444 65.1 62.1 4.8 982 930 5.6  Adhoc expenditure 26 100.0
1038  SAMWUMed 26.9 14.2 89.4 6.2 6.8 -88 37129 38664 -4.0  Adhoc expenditure 5,349 447
Epic 6,620 55.3
Communications
(Pty) Ltd
1600  Motohealth 1.2 9.5 17.9 13.5 10.7 262 24441 25677 -4.8  Dimage 607 18.5
Care Various Other 931 284
Companies
Multiply 1,742 53.1
1598  Government 21.1 21.3 -0.9 - - - 683286 671215 1.8 Healthi Choices 31,126 18.0
Employees (Pty) Ltd
Medical Scheme Other (Advertising 52,438 30.3
(GEMS) and marketing)
Pinnacle Health 37,419 217
Solutions (Pty) Ltd
Teledirect (Pty) Ltd 51,837 30.0
1578  TFG Medical Aid ~ 20.6 19 9842 - - - 2937 2873 2.2 Discovery Health 697 95.9
Scheme (Pty) Ltd
Ad hoc expenditure 30 4.1
1291 Witbank 18.9 17.9 5.6 0.6 07 -143 9393 9898 -5.1  Amadwala Group 2,128 100.0
Coalfields Benefits
Medical Aid
Scheme
1568  Sisonke Health 13.5 7.3 84.9 - - - 8389 8201 2.3 Adhoc expenditure 1,359 100.0
Medical Scheme
Restricted 14.3 13.2 8.3 34.6 30.7 12.7 1419836 1412268 0.5
scheme
industry
average**
** Due to data limitations the industry averages are based only in respect of those schemes which incurred the specific expenditure.
pampm = per average member per month
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Table 40: Top five schemes paying marketing fees to administrators per average member per month 2016

Total marketing,

Marketing component of advertising and
Name of medical scheme administration fee broker costs

% pampm pampm
1599 Lonmin Medical Scheme 11.0 6.2 6.2
1578 TFG Medical Aid Scheme 10.0 19.8 20.6
1149 Medihelp 7.7 9.6 78.7
1125 Discovery Health Medical Scheme 7.0 18.9 90.6
1279 Bankmed 1.1 1.8 1.9

pampm = per average member per month
Figure 64 shows the changes in the major categories of non-healthcare expenditure for the past 17 years.

Total net non-healthcare expenditure rose by 8.5% from R13.0 billion in 2015 to R14.1 billion in 2016.

Figure 64: Changes in non-healthcare expenditure 2000 - 2016

16 000

14 000

12 000

10 000

8000

Millions (R)

4000 327

2000 ﬂ
0

Gross administration expenditure Managed care: management services Broker fees and other distribution costs Gross non-health expenditure

B 2000 B 2001 2002 B 2003 B 2004 B 2005 B 2006 2007 2008
B 2009 2010 2011 2012 B 201 2014 2015 B 206

Total gross non-healthcare expenditure has increased by 242.3% since 2000. This was driven by a 349.0% upswing in administration expenditure and
an increase of 765.0% in broker costs.

By comparison, gross claims have risen by 453.8% (not adjusted for inflation) since 2000.

As illustrated in Figures 65 and 66 along with Table 41, the increase in non-healthcare expenditure was consistently higher than the Consumer Price
Index (CPI) prior to 2006. The rate of increase was reversed in 2006. This can partly be explained by GEMS starting to operate in 2006. Since then
there has been a real decrease in non-healthcare expenditure, from R2 286.5 pabpa in 2005 to R1 594.7 pabpa 2016 (prices adjusted to 2016 prices).
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The decrease between 2013 and 2014 is partially due to the reclassification of accredited managed healthcare services. Circular 56 of 2015 resulted
in the 2014 non-healthcare expenditure decreasing by 21.5% from R1 948.7 pabpa to R1 529.8 pabpa (in real terms). This can be clearly observed in
Figure 66.

Non-healthcare expenditure increased marginally (by 1.2%) to R1 594.7 in 2016 from R1 575.6 in 2015. The non-healthcare ratio (as % of RCI) also
increased, t0 9.6% in 2016 from 9.5% in 2015.

Figure 65: Non-healthcare expenditure per average beneficiary per annum 2000 - 2016 (2016 prices)
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Figure 66: Claims and non-healthcare expenditure per average beneficiary per month 2000 — 2016 (2016 prices)
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18 000

Figure 67: Claims and non-healthcare expenditure per average beneficiary per annum 2000 — 2016 (2016 prices)
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Table 41: Trends in contributions, claims and non-healthcare expenditure 2000 — 2016 (2016 prices*)

Gross contributions

Gross claims

%

Gross non-healthcare

expenditure

growth

2000 11230.6 13.1 10 022.7 6.2 1513.9 221
2001 127024 10 645.6 1848.0

2002 134931 6.2 11126.3 45 18439 0.2
2003 14 560.0 7.9 11 586.0 41 20115 9.1
2004 15393.2 5.7 12182.7 5.2 2131.0 5.9
2005 15446.2 0.3 12997.8 6.7 2286.7 7.3
2006 15157.8 -1.9 134574 35 2188.2 4.3
2007 15093.0 0.4 13161.3 22 2078.8 5.0
2008 14 780.7 2.1 12934.8 1.7 19415 6.6
2009 15403.9 4.2 13 849.5 7.1 1964.0 1.2
2010 16 190.2 5.1 14 248.7 29 1940.6 -1.2
2011 16 828.1 3.9 14 672.4 3.0 1900.1 2.1
2012 17 038.0 1.2 15 026.4 24 1900.5 -
2013 17 493.8 2.7 152254 1.3 1938.2 2.0
2014 17 734.9 14 16 141.6 6.0 1530.0 2141
2015 18 367.3 3.6 16 8271 42 15758 3.0
2016 18 518.9 0.8 17 083.0 15 1594.8 1.2
since 2000 64.9 70.4 5.3

pabpa = per average beneficiary per annum
* The values were adjusted for CPI for 2000 - 2015.
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Figure 67 and Table 41 also show how non-healthcare expenditure outpaced contributions and claims in most years until 2005. Total non-healthcare
expenditure grew at more than 20.0% per annum from 1999 to 2001 before stabilising.

Table 42 shows the 10 open schemes with non-healthcare expenditure greater than both the industry average of R166.1 pabpm and the open schemes
average of 11.8% when expressed as a percentage of risk contribution income (RCI).

Table 43 shows the 10 restricted schemes with non-healthcare expenditure greater than both the industry average of R90.6 pabpm and the restricted
schemes average of 6.6% when expressed as a percentage of RCI.

Table 42: Trends in claims, non-healthcare expenditure, and reserve-building as percentage of contributions among open
schemes (2015 and 2016)

Net non- Net non-
healthcare Net claims healthcare
Name of medical scheme expenditure incurred expenditure Reserve-building

2016 2015 2016 2015 2016 2015 2016 2015 %
pabpm pabpm As% As % As % As % As % As % change
of RCI ofRCI ofRCI of RCI of RCI of RCI

1141 Spectramed 234.2 288.0 95.7 98.0 14.3 19.9 9.9 -17.8 44.4
1446 Selfmed Medical Scheme 210.7 198.2 101.4 90.3 1.7 11.2 -13.0 14 -8286
1202 Fedhealth Medical Scheme 199.7 179.9 93.5 91.2 12.0 1.3 5.6 25 1240
1575 Resolution Health Medical Scheme 196.1 178.7 87.5 87.2 12.6 12.9 -0.1 -0.1 -
1486 Sizwe Medical Fund 192.6 167.6 88.4 88.3 12.3 1.1 0.7 06  -216.7
1087 Keyhealth 185.9 176.0 914 93.9 9.0 9.2 -0.5 -3.1 83.9
1464 Suremed Health 181.5 182.2 83.5 84.7 12.0 13.4 45 1.9 136.8
1491 Compcare Wellness Medical Scheme 177.0 180.9 93.9 92.7 12.2 13.6 -6.1 6.3 3.2
1149 Medihelp 17141 181.0 92.9 88.5 10.4 1.6 -3.3 - -100.0
1576 LMS Medical Fund 169.0 174.0 95.3 93.2 10.6 11.8 5.9 5.0 -18.0

Industry average — open schemes 166.1 157.9 89.3 88.7 11.8 12.0 -1.1 -0.7 -57.1

RCI = Risk Contribution Income
pabpm = per average beneficiary per month

Table 43: Trends in claims, non-healthcare expenditure, and reserve-building as percentage of contributions among restricted
schemes (2015 and 2016)

Net non- Net non-
healthcare Net claims healthcare
Name of medical scheme expenditure incurred expenditure Reserve-building
2015 2016 2015 2016 2016 2015 %
pabpm As% As % As % As % As % change
of RCI of RCI  of RCI of RCI  of RCI

1194  Profmed 208.3 191.5 90.6 90.0 12.6 12.6 -3.1 2.6 -19.2
1043 Chartered Accountants (SA) Medical

Aid Fund (CAMAF) 194.2 183.8 92.3 94.5 1.2 11.6 -3.5 6.1 426
1441 Parmed Medical Aid Scheme 1560 1527 1109 93.6 45 43 153 21 -8286
1105 Metropolitan Medical Scheme 149.2 105.5 105.9 105.1 8.7 7.6 -14.6 -12.7 -15.0
1145 LA-Health Medical Scheme 146.8 138.3 82.9 82.6 1.9 1.7 5.2 5.7 -8.8
1068 De Beers Benefit Society 139.0 150.0 102.6 95.9 6.4 7.6 9.1 34 1676
1523 Grintek Electronics Medical Aid

Scheme 136.5 127.6 100.4 103.9 8.2 8.4 -8.5 -12.3 30.9
1571 Anglovaal Group Medical Scheme 129.2 122.6 101.3 92.8 8.8 8.7 -10.1 -15  -5733
1012 Anglo Medical Scheme 127.3 122.7 127.5 124.6 7.5 7.7 -35.0 -324 -8.0
1241 Naspers Medical Fund 125.8 17.3 95.3 89.5 9.8 9.6 5.1 09  -666.7

Industry average - restricted

schemes 90.6 79.8 95.6 94.9 6.6 6.3 2.2 -1.1 -100.0

RCI = Risk Contribution Income
pabpm = per average beneficiary per month
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Figure 68 shows the open schemes in Tables 42 and 43 that had a solvency ratio below the open schemes average of 28.6%. Figure 69 shows the
restricted schemes in Table 42 and 43 that had a solvency ratio below the restricted schemes average of 35.8%. It is concerning that some of these
medical schemes fall below the 25.0% solvency target, yet exhibit very high levels of non-healthcare expenditure. This is an area that needs to be
continually assessed and reviewed to ensure efficiencies.

Figure 68: Open schemes with high non-healthcare expenditure and solvency ratio below average: 2016
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Figure 69: Restricted schemes with high non-healthcare expenditure and solvency ratio below average: 2016
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Figure 70 depicts information on risk contributions, benefits, non-healthcare expenditure, and net surpluses pabpm. The trade-off between non-
healthcare expenditure and annual surpluses pabpm grew between 2000 and 2003, then started decreasing and almost levelled out in 2004. Although
this gap has since grown wider, it seems to have stabilised in the last few years.

Figure 70: Risk contributions, claims, non-healthcare expenditure, and net surpluses 2000 — 2016 (2016 prices*)
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pabpm = per average beneficiary per month
* The values were adjusted for CPI for 2000-2015.

Benefit options
During 2016, there were 280 registered benefit options (2015: 276) operating in 83 medical schemes.

Open schemes accounted for 50.7% or 142 of the registered benefit options at the end of 2016 (2015: 50.4% or 139 options). Restricted schemes had
138 options at year end, representing 49.3% of all options (2015: 137 options or 49.6%).

On average, open schemes had 6.2 options per scheme (2015: 6.0) and an average of 16 534 members per option at year-end (2015: 16 742).
Restricted schemes had an average of 2.3 options per scheme (2015: 2.3), with an average of 11 916 members per option as at 31 December 2016
(2015: 11 852).

Of the 280 benefit options at year end, 103 (36.8%) had fewer than 2 500 members per option (2015: 95 or 34.4%). Of these 103 options, 56 (54.4%)
incurred net healthcare losses in 2016. In 2015, 49 options (51.6%) incurred losses.

The remaining 177 options (2015: 181) had more than 2 500 members per option. Of these, 57.6% or 102 options incurred net healthcare losses
(2015: 55.8% or 101 options).
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Table 44: Results of benefit options 2016

Open % Restricted %

schemes  representing schemes  representing Total
All options
Number of options 142 50.7 138 49.3 280
Members represented 2 347757 58.8 1644 345 41.2 3992 102
Number of schemes 23 21.7 60 72.3 83
Net healthcare result (R'000) (955 717) (1435 083) (2 390 800)
Gross non-healthcare as % of GCI 10.2 6.3 8.6
Gross claims ratio (%) 90.1 95.3 92.2
Gross claims incurred pbpm 1464.9 1361.9 14194
GClI pbpm 1625.6 1429.0 1538.7
Options with members >=2 500
Number of options 91 514 86 48.6 177
Members represented 2289 304 59.1 1584 974 40.9 3874278
Net healthcare result (R'000) (904 197) (1228 418) (2132 615)
Gross non-healthcare as % of GCI 10.3 6.3 8.7
Gross claims ratio (%) 90.0 95.1 921
Gross claims incurred pbpm 1457.2 1346.3 14084
GCl pbpm 1618.4 1416.2 1529.3
Options with members <2 500
Number of options 51 49.5 52 50.5 103
Members represented 58 453 49.6 59 371 50.4 117 824
Net healthcare result (R'000) (51512) (206 664) (258 176)
Gross non-healthcare as % of GCI 8.3 6.4 7.3
Gross claims ratio (%) 92.7 101.2 97.0
Gross claims incurred pbpm 1790.6 1 868.2 1829.9
GCl pbpm 1930.7 1845.1 1887.3

GClI = Gross Contribution Income
pbpm = per beneficiary per month

At the end of 2016, there were 51 options in open schemes with fewer than 2 500 members (2015: 45). They had an average of 1 146.1 members per
option (2015: 1 076.2) and represented 35.9% (2015: 32.4%) of all open schemes options.

Restricted schemes had 52 options with fewer than 2 500 members (2015: 50). The average number of members per option was 1 141.8 (2015:
1123.6) and these options represented 37.7% (2015: 36.5%) of all restricted schemes options.
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Table 45: Results of loss-making benefit options 2016

Open % Restricted %

schemes  representing schemes  representing Total
Total loss making options
% of total options 59.9 52.9 56.4
Number of options 85 53.8 73 46.2 158
Members represented 1337792 56.1 1048 570 43.9 2 386 362
Net healthcare result (R'000) (3536 919) (2966 537) (6 503 457)
Gross non-healthcare as % of GCI 9.7 5.7 7.8
Gross claims ratio (%) 96.0 100.2 97.9
Gross claims incurred pbpm 1652.7 1584.2 1619.6
GCl pbpm 17222 1581.8 1654.2
Loss making options with members > =2 500
Number of options 59 57.8 43 42.2 102
Members represented 1308 678 56.4 1013 155 43.6 2321833
Net healthcare result (R'000) (3409 286) (2682 514) (6091 799)
Gross non-healthcare as % of GClI 9.8 5.7 7.9
Gross claims ratio (%) 95.8 99.8 97.6
Gross claims incurred pbpm 1647.5 1560.5 1605.6
GCl pbpm 1720.3 1563.8 1644.8
Loss making options with members <2 500
Number of options 26 46.4 30 53.6 56
Members represented 29 114 451 35415 54.9 64 529
Net healthcare result (R'000) (127 626) (284 024) (411 650)
Gross non-healthcare as % of GCI 7.3 5.7 6.4
Gross claims ratio (%) 100.1 109.3 105.2
Gross claims incurred pbpm 2320.7 24352 2385.1
GClI pbpm 23176 22281 2267.3

GClI = Gross Contribution Income
pbpm = per beneficiary per month

Of the 280 benefit options registered and operating at the end of 2016 (2015: 276), 158 (56.4%) incurred net healthcare losses. In 2015, 150 options
(54.7%) incurred net healthcare losses. In the year under review, 85 options (2015: 80), representing 53.8% of loss-making options (2015: 53.6%), were
in open schemes and 73 (2015: 70), representing 46.2% of loss-making options (2015: 46.4%), were in restricted schemes.

Net healthcare losses pmpm in options with fewer than 2 500 members were 2.4 times greater (2015: 3.1) than those for options with more than
2 500 members — an average of R-531.6 pmpm compared to R-218.6 pmpm (2015: R568.6 pmpm and R181.0 pmpm respectively).

Benefit options with fewer than 2 500 members generally have higher contributions and claims than other options and also attract higher non-healthcare
costs as they are shared across a smaller base. Table 46 shows option results by demographics.
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Table 46: Demographics of registered options at year-end 2016

Open Restricted Total
Average age pb 34.0 30.6
Net healthcare result pb -16.1 -30.5
Number of options with average age greater than or equal to the industry average 92 7 169
Number of options incurring net healthcare results better or equal to the industry average 39 25 64
Number of options incurring net healthcare results worse than the industry average 53 52 105
Number of options with average age below the industry average 50 61 111
Number of options incurring net healthcare results better or equal to the industry average 28 50 78
Number of options incurring net healthcare results worse than the industry average 22 11 33

pb = per beneficiary

There were 92 options with an average age above the 34.0 years for options in open schemes, and 50 benefit options with beneficiaries younger than
the average in open schemes.

In the restricted schemes market, 77 benefit options had beneficiaries with an average age higher than the 30.6 years for all options in restricted
schemes. A total of 61 options had younger beneficiaries. As expected, options covering older and sicker lives incurred greater deficits.

Net healthcare results and trends

The net healthcare result of a medical scheme indicates its position after benefits and non-healthcare expenditure are deducted from contribution
income.

The net healthcare result for all medical schemes combined reflected a deficit of R2 390.8m in 2016 (2015: R1 208.5m deficit). Open schemes incurred
a total deficit of R955.7m (2015: R539.6m deficit), and restricted schemes generated a combined deficit of R1 435.1m (2015: R668.9m deficit). This
deterioration is mainly due to the worsening claims ratios of all schemes from 91.4% in 2015 to 92.1% in 2016.

Figure 71: Net healthcare results: 2000 — 2016
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Table 47 shows the 20 schemes with the largest net healthcare deficits; they represent 82.3% of all beneficiaries of schemes that suffered operating
deficits. (Annexure W has more details on this.) Investment income has boosted the performance of a number of these schemes, thus not experiencing
major drops in their solvency levels.
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Table 47: Twenty schemes with largest net healthcare deficits 2015 and 2016

Net healthcare result Solvency ratio
2016 2015 % 2016 2015
Name of medical scheme R’000 R’000 growth % %
1598 Government Employees Medical Scheme (GEMS)  Restricted (723 160) (205 108) -252.6 7.0 9.5
1512 Bonitas Medical Fund Open (257997) (494 277) 47.8 244 26.1
1580 South African Police Service Medical Scheme
(POLMED) Restricted (190 798) (8 868) 20515 50.4 511
1202 Fedhealth Medical Scheme Open (159 782) (67 785) -135.7 31.5 35.7
1140 Medshield Medical Scheme Open (143 197) (113 897) -25.7 52.1 53.2
1012 Anglo Medical Scheme Restricted (135 311) (119 407) -13.3 529.2 505.2
1279 Bankmed Restricted (128 822) (150 265) 14.3 401 425
1149 Medihelp Open (126 569) (1127) 111325 28.7 29.6
1576 LMS Medical Fund Open (93 036) (99 825) 6.8 - 12.6
1167 Momentum Health Open (87 527) (12 221) -616.2 25.6 29.3
1422 Topmed Medical Scheme Open (82 107) (66 291) -23.9 77.9 86.4
1469 Nedgroup Medical Aid Scheme Restricted (67 832) (28 441) -138.5 329 35.1
1141 Spectramed Open (53 941) (102 555) 474 30.2 37.0
1548 Medipos Medical Scheme Restricted (47 104) (29 818) -58.0 11.9 120.6
1194  Profmed Restricted (42 628) (31404) -35.7 57.3 53.0
1446 Selfmed Medical Scheme Open (39317) (4 126) -852.8 106.8 119.4
1600 Motohealth Care Restricted (36 443) (26 379) -38.2 51.6 544
1043 Chartered Accountants (SA) Medical Aid Fund
(CAMAF) Restricted (34 329) (53 343) 35.6 34.4 36.8
1214  Old Mutual Staff Medical Aid Fund Restricted (32 481) 6607 -591.6 35.6 41.2
1441 Parmed Medical Aid Scheme Restricted (31 359) 4473 -801.1 76.3 80.5

Atotal of 78.3% (or 18 of 23 ) of open schemes and 61.7% (37 of 60) of restricted schemes showed net healthcare deficits during the year.

The net surplus of all schemes combined, after investment income and consolidation adjustments, was R2.1bn (2015: R2.5bn). Net investment and
other income as well as expenditure decreased by 20.8% to R4.5bn. Open schemes made a R1.4bn (2015: R1.4 bn) surplus and restricted schemes
a surplus of R.8bn (2015: R1.2bn).

Figures 71 and 72 show the impact of the increases in claims costs and non-healthcare expenditure on the NHC result.
The net healthcare and net results of all schemes since 2000 are reflected in Figure 72.

Figure 72 shows the schemes with the largest net healthcare deficits and whose solvency levels are below the industry average of 31.6%.
(Annexure W provides more details.)
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Figure 72: Schemes with largest net healthcare deficits and solvency levels below the industry average of 31.6%
in 2016
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Accumulated funds, solvency and solvency trends

Figure 73 below shows that all medical schemes incurred a surplus of R2.1bn compared to R2.5bn in 2015, representing a decline of 15.7%. The net

assets, in terms of regulation 29 of the Medical Schemes Act, increased by 4.6% from R49.4bn in 2015 to a reported R51.7bn in 2016.

Figure 73: Net surplus and net assets per Regulation 29 of the Medical Schemes Act
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Figure 74: Industry solvency for all schemes: 2000 — 2016

70 10
63.5 64.7 .
58.8 58.7
60
8
499/////,//' ‘\\\\\\\\fgj
% 43 7
425
36.3 39.1 386 6
= 37:3 37.9—38.0 : 383374382 7 375
s 40 "z 373 6.6 374 37.8 375 358 . o
Iy 3 S
3 4

20

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016

[ Prescribed solvency level — Industry average (all schemes)

— Industry average (open schemes) — Industry average (restricted schemes)

Total beneficiaries

Regulation 29 of the Medical Schemes Act prescribes the minimum accumulated funds to be maintained by medical schemes. Accumulated funds
means the net asset value of the medical scheme excluding funds set aside for specific purposes and unrealised non-distributable profits. The
accumulated funds must at all times be maintained at a minimum level of 25.0% of gross contributions, except for new medical schemes in which case
phase-in solvency ratios apply. The phase-in solvency ratio is 10% during the first year of operation, 13.5% during the second year, 17.5% during the
third year and not less than 22% during the fourth year.

These minimum accumulated funds are more commonly called the “reserves” of a scheme. When expressed as a percentage of gross contributions,
they become known as the “solvency ratio” of a scheme. A prescribed solvency ratio serves to both protect members’ interests and to guarantee the
continued operation of the scheme, ensuring that it is able to meet members’ claims as they arise. It also acts as a buffer against unforeseen and
adverse developments, whether from claims, assets, liabilities or expenses. When reserves fall below the prescribed solvency ratio this serves as a
warning of a medical scheme’s possible inability to meet its obligations.

The size of a medical scheme plays a crucial role in terms of its ability to absorb adverse claims fluctuations and meet its obligations. Therefore, non-
compliance with Regulation 29 does not necessarily mean that the scheme is in financial difficulties.

Factors that affect solvency
The most important factors affecting solvency are, inter alia:

* Membership growth
+ The performance of the medical scheme (including claims and non-healthcare expenditure)
* Investment income

The membership profile of a medical scheme further affects its solvency. Membership includes variables such as the average age of beneficiaries, the
proportion of pensioners, the relative number of male and female dependants, and the dependant ratio. All of these affect the frequency and extent of
claims.

Net assets or members’ funds (total assets minus total liabilities) rose by 3.8% to end 2016 at R54.1bn. Accumulated funds grew by 4.5% to R52.6bn
from the R50.3bn recorded in 2015. The industry average solvency ratio decreased to 31.6% in 2016 from 32.6% in 2015.

The solvency ratio of open schemes decreased by (2.1)% to 28.6% in 2016 (2015: 29.2%). Restricted schemes experienced a decrease of (4.5)%
in their solvency ratio, 35.8% from 37.5% in 2015. Overall industry average solvency ratio increased consistently from 2000 to 2005. Schemes were
required to have reached the 25% solvency ratio in 2005.
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As indicated in Figure 75, the open schemes industry remained fairly constant between 2004 and 2016, slightly above the 25.0% solvency ratio
prescribed by the Medical Schemes Act.

Figure 75: Industry solvency for open schemes: 2000 — 2016
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As indicated in Figure 76, the restricted schemes industry was at its peak in 2006 and declined from 2007 onwards. This is mostly due to the
denominator that is used in the solvency calculation (gross contributions), which is affected by membership growth. The Government Employee Medical
Scheme (GEMS), which is the largest restricted scheme, has shown exceptional membership growth since registration and this resulted in deterioration
in the solvency level of the restricted schemes industry. The growth in GEMS has since slowed down as much of its target market is covered.

Figure 76: Industry solvency for restricted schemes: 2000 — 2016
70
635 64.7
58.8
60 58.7
49./ \9.7
50
M3 425

20 . 386 383 374 382 378 375  4eqg
— 00.9 9.0
< 34.2
7
g 30
]
(2]

2 250 250 250 250 250 250 250 250 250 250 250 250 250

220
175
10 13.5
10.0
0
2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016
— Prescribed solvency level — Industry average (open schemes)

214 ANNUAL REPORT 2016/2017 //




Table 48: Risk claims, non-healthcare expenditure and reserve-building as a percentage of contributions 1999 — 2016

Non- healthcare

Risk claims expenditure Reserve-building
% of RCI % of RCI % of RCI
1999 91.5 12.7 4.2
2000 89.3 14.5 -3.7
2001 83.2 16.2 0.6
2002 82.1 15.2 2.8
2003 79.2 15.4 54
2004 78.6 15.5 5.9
2005 84.1 16.8 -
2006 88.0 16.2 -4.1
2007 86.5 15.2 -1.8
2008 86.9 14.5 -14
2009 89.3 14.0 -3.3
2010 87.3 13.2 0.5
2011 86.5 124 11
2012 87.7 12.3 -
2013 86.5 12.2 1.3
2014 90.8 9.5 0.4
2015 914 9.5 0.9
2016 92.1 9.6 -1.6

RCI = risk contribution income

The table above illustrates the relationship between risk claims, non-healthcare expenditure and reserve building. Risk claims appear to have more of
an impact on reserve building than non-healthcare expenditure. During periods of high claims, the industry experienced a reduction in reserves. During
periods of lower claims, the reserves increased. In 1999, the industry experienced risk claims of 91.5% and reserves decreased by 4.2%, while in 2004
risk claims amounted to 78.6% and reserves increased by 5.9%.

Total risk claims fell between 2000 and 2004 and the ratio of contributions-to-reserves improved during this period from -3.7% to 5.9%. Non-healthcare
expenditure grew during this period, largely at the expense of claims. Risk claims were at their lowest in 2004 and then started to increase in 2005,
reaching 92.1% in 2016. In this respect, it is important to note that the 2014 and 2015 risk claims ratios have been restated to include accredited
managed healthcare services as per the requirements of Circular 56 of 2015; while it had been excluded from the non-healthcare expenditure ratio.
Contributions to reserves were negative during this time, which was consistent with the fact that most medical schemes had attained the prescribed
solvency ratio of 25.0% and did not need to grow their reserves any further. The maintenance of reserves as a protection for members should be
considered against the backdrop of increasing claim costs, changing demographic profiles and increasing burden of disease.
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Figure 77 illustrates the impact of GEMS on all medical schemes. This restricted scheme was registered on 1 January 2005 but started with operations
only on 1 January 2006.

Figure 77: Impact of GEMS: 2006 — 2016
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Claims data per industry was available only from 2001 onwards and pensioner ratios from 2005 onwards.

GEMS initially had a positive effect on the solvency levels of open schemes. Many of these schemes had previously structured their benefits specifically
for government employees, who since then, have steadily left them to join GEMS. The reserves that these members had accumulated over the years
in open schemes, were not transferred to GEMS.

A negative impact was subsequently experienced on some of these open schemes’ claiming patterns as the members who left them to join GEMS
tended to be young and healthy, and they were not necessarily replaced by members of a similar profile.
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Figure 78: Industry solvency ratios excluding GEMS and DHMS: 2006 — 2016
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Excluding GEMS, the restricted industry solvency ratio decreased in 2009 to 55.5% and then increased from 2010 onwards to 60.6% in 2016. The
solvency ratio of the restricted scheme industry is much lower when GEMS results are included. This indicates the significant impact of GEMS on the
restricted schemes industry.

In comparison, Discovery Health Medical Scheme (DHMS) has a lesser impact on the open scheme industry. Excluding DHMS, the 2016 open industry
solvency ratio increases to 31.4% (from 28.6%).

Medical schemes should be careful of the so-called “death spiral”. A scheme with a disadvantageous, high-claiming membership profile may need to
adjust its contributions and/or benefits. This can result in options with older and sicker members being highly priced, causing the younger and lower-
claiming members to move to other, less expensive options, or even other medical schemes. This results in the scheme losing the cross-subsidy
provided by these younger members and therefore to an increase in losses, resulting in even higher contribution increases and/or reductions in benefits.

Beneficiaries of schemes which failed to reach the 25.0% solvency

Table 49 and Figure 79 show both the number of medical schemes that have yet to attain the prescribed solvency ratio of 25.0%, and the number of
beneficiaries in those schemes.
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Table 49: Prescribed solvency and number of beneficiaries 2000 — 2016

Number of open schemes Number of restricted schemes
Above Above
prescribed prescribed
Below prescribed level level Below prescribed level level
2000 15 33 15 86
2001 19 29 1" 83
2002 24 25 7 86
2003 19 29 7 80
2004 18 30 4 81
2005 17 29 4 79
2006 18 23 4 79
2007 18 23 7 74
2008 14 21 8 71
2009 16 17 3 71
2010 12 15 7 66
2011 9 17 5 66
2012 7 18 4 63
2013 6 18 3 60
2014 5 18 2 58
2015 4 19 3 57
2016 4 18 3 57
Number of beneficiaries in open schemes Number of beneficiaries in restricted schemes
Above Above
prescribed prescribed
Below prescribed level level Below prescribed level level
At end At end At end At end
2000 2385 051 51.0 2291048 839 029 409 1214 412
2001 2650 934 55.6 2117142 576 462 28.9 1419 862
2002 3519329 744 1211882 251050 12.7 1731873
2003 3426 988 72.6 1291809 222430 114 1730574
2004 2534 273 53.3 2221030 80 160 4.2 1827100
2005 2783108 56.7 2122 444 36 359 1.9 1893710
2006 3218 382 63.7 1832 056 145 369 7.0 1931536
2007 3139176 63.4 1812141 689 865 26.0 1964 054
2008 1076 450 220 3812456 981977 329 2003 943
2009 992 523 20.6 3822811 1254 151 38.6 1999 020
2010 2918 055 60.8 1881860 1684 682 47.9 1831121
2011 2855072 60.0 1905 042 1865313 49.5 1900 982
2012 2796 583 58.8 1963 411 1978 668 50.4 1943 538
2013 2860 768 59.0 1986 141 1994 813 50.7 1936 586
2014 212169 43 4 687 806 1914 481 48.9 2000 002
2015 194 983 3.9 4743 470 1943 387 50.2 1927 683
2016 824 147 16.6 4129033 1908 478 48.6 2016 423

The total number of schemes below 25% has declined since 2001. Although there have been numerous amalgamations, the reduction in schemes
below 25% was not only due to amalgamation, but also due to schemes attaining the minimum solvency ratio.
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Figure 79: Prescribed solvency and number of beneficiaries: 2015 and 2016
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Table 50: Schemes on close monitoring in the last six years

Open schemes

Restricted schemes

Change in Change in
Number of  number of Number of  number of
schemes schemes Changes due to schemes schemes Changes due to
below25%  below 25% amalgamations Comments below 25%  below 25% amalgamations Comments
2010 12 7
201 9 -3 0 Protea Medical Aid 5 -1 -1 Lonmin Medical
Society liquidated Scheme reached 25%
Pro Sano Medical Built Environment
Scheme reached 25% Professional
Associations Medical
Spectramed reached Scheme (BEPS)
25% amalgamated with
Topmed Medical
Scheme
2012 7 -1 -1 National Independent 4 -1 0 Minemed Medical

Medical Aid Society
(NIMAS) amalgamated
with Resolution Health
Medical Scheme
Community Medical Aid
Scheme (COMMED)
reached 25%
Momentum Health
reached 25%

Pro Sano Medical
Scheme fell below 25%

Scheme reached 25%
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Open schemes
Change in

number of
schemes schemes Changes due to

Number of

Number of
schemes

Restricted schemes
Change in
number of

schemes Changes due to

below 25%  below 25% amalgamations
2013 6 0 -1

Comments below 25%
Pro Sano Medical 3
Scheme amalgamated

with Bonitas Medical

Fund

Keyhealth reached
25%

Liberty Medical
Scheme dropped below
25%

below 25% amalgamations

Comments
Altron Medical Aid
Scheme reached 25%

2014 5 0 -1

Pharos Medical Plan 2
amalgamated with

Topmed Medical

Scheme

Discovery Health
Medical Scheme
reached 25%

Hosmed Medical Aid
Scheme reached 25%

Community Medical Aid
Scheme (COMMED)
fell below 25%

Suremed Health fell
below 25%

Umvuzo Health
Medical Scheme
reached 25%

2015 4 -1 0

Suremed Health 3
reached 25%

Platinum Health
dropped below 25%

2016 4 1 -1

Bonitas Medical Fund 3
dropped below 25%

Liberty Medical
Scheme amalgamated
with Bonitas Medical
Fund

Platinum Health
reached 25%

Lonmin Medical
Scheme dropped
below 25%

A total of 16.6% beneficiaries in open schemes (2015: 3.9%) were covered by the four open schemes (2015: 4 ) which failed to meet the prescribed
solvency level in 2016. The remaining beneficiaries belonged to the other 18 open schemes (2015: 19 ) which had attained the prescribed solvency

level of 25%.

In the period after 2000, a high proportion of beneficiaries in the open industry were covered by schemes with reserves below 25%. This was mainly
due to DHMS, the biggest scheme in South Africa, failing to attain the minimum prescribed solvency ratio. When DHMS reached the solvency ratio of
25% —in 2008, 2009, 2014, 2015 and 2016 — the number of beneficiaries in schemes with reserves below the prescribed level fell significantly. In 2015,
this figure was a mere 3.9% compared to 59.0% in 2013. In 2016, Bonitas Medical Fund fell below 25%, increasing the percentage again to 16.6 %.

Of the 60 restricted schemes, only three had solvency ratios below 25%. These three, however, accounted for 48.6% of all beneficiaries in restricted
schemes. GEMS still finds itself below the statutory solvency level of 25% and this accounts for 96.1% of beneficiaries in schemes which have yet to
achieve the prescribed solvency ratio. The table below provides a summary of performance of schemes that were below the required statutory minimum

solvency of 25% as at 31 December 2016.
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Table 51: Summary of performance of schemes below 25% solvency in 2016

Average
Average age pb  Pensioners Net claims ratio Net surplus/deficit Solvency ratio

Name of scheme beneficiaries (years) ratio (%) (%) (%)
2016 2016 2016 2015 2016 2015 2016 2015
1512 Bonitas Medical Fund 676 785 32.8 7.7 92.1 941  -16908 -205559 244 26.1

1598 Government
Employees Medical

Scheme (GEMS) 1801999 30.1 57 96.6 95.7 -484 650 5314 7.0 9.5
1599  Lonmin Medical

Scheme 21531 35.9 0.0 108.3 106.0  -11787 -4 900 15.0 26.0
1575 Resolution Health

Medical Scheme 37 546 40.0 15.2 87.5 87.2 6 342 2468 12.2 104
1592  Thebemed 22018 27.1 0.5 86.3 82.4 -3 256 4651 18.6 223
1582  Transmed Medical

Fund 57137 52.5 39.7 85.2 105.3 80053 -117 286 20.8 141

pb = per beneficiary

The CMS closely monitors schemes below the 25% solvency ratio by having regular meetings with them in order to assess their performance against
their business plans. The CMS is cognisant of the structural challenges facing the medical schemes environment and the progress that schemes
have made thus far in moving towards the prescribed solvency levels. Much remains to be done to ensure that all medical schemes comply with this
requirement of the Medical Schemes Act.

Investments

Figure 80 provides information on the investments of medical schemes as at the end of the years 2015 and 2016.

Figure 80: Scheme investments: 2015 and 2016
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In open schemes, 40.1% of investments (2015: 42.2%) were held in cash or cash equivalents. Bonds accounted for 33.7% (2015: 34.6%), debentures
for 0.3% (2015: 0.3%), equities for 18.7% (2015: 17.3%), non-linked insurance policies for 0.0% (2015: 0.0%), properties for 6.1% (2015: 5.6%), and
other investments for 1.0% (2015: 0.1%).

Restricted schemes also held a large proportion of their investments (50.7%) in cash or cash equivalents (2015: 50.6%). Their bonds accounted for
20.6% (2015: 22.4%) and debentures for 0.2% (2015: 0.0%). Equities made up 22.1% (2015: 21.5%), non-linked insurance policies 0.1% (2015: 0.1%),
properties 4.7% (2015: 5.0%), and other investments 1.6% (2015: 0.3%).

The primary obligation of a medical scheme is to ensure that it has sufficient assets to pay benefits to its beneficiaries when those benefits fall due. The
management of its assets must therefore be structured to cope with the demands, nature, and timing of its expected liabilities. The assets of a scheme
should be spread in such a manner that they match its liabilities and minimum accumulated funds (reserves) at any point in time. Trustees need to
monitor investments closely, not only to ensure compliance with legal requirements, but also to diversify risk appropriately.

The difference between the total assets of a scheme and its total liabilities represents the liquidity gap. A positive number indicates that the scheme has
sufficient assets to meet its liabilities. A negative number, on the other hand, indicates that the scheme has greater liabilities than assets and is therefore
technically insolvent and in breach of section 35(3) of the Medical Schemes Act.

Schemes should pay attention to more than just their total asset and liability positions; they should also consider the periods in which liabilities must be
paid and in which assets can be converted into cash flows. Figure 81 compares the matching of assets and liabilities in open and restricted schemes.

Figure 81: Matching of assets and liabilities: 2015 and 2016
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The current-assets-to-current-liabilities ratio in open schemes was 2.7:1in 2016 (2.8:1in 2015) and it was 2.2:1 (2015: 2.9:1) in restricted schemes. The
total-asset-to-total-liability ratio for open and restricted schemes in 2016 was 3.4:1 (2015: 3.5:1) and 4.5:1 (2015: 5.0:1) respectively.

The principle of matching assets with liabilities is particularly important in the context of liquidity. Where the claims-paying ability of medical schemes
with low liquidity (that is, a quick ratio below 2.0) is lower than the industry average of 2.8 months, boards of trustees must guard against longer-term,
riskier investments. Although such investments may offer the prospect of higher returns, they may prove detrimental to the scheme should it experience
a liquidity crunch.
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Claims-paying ability of schemes

The financial soundness of a medical scheme is also measured by its ability to pay claims from cash and cash equivalents. Figure 82 depicts the
claims-paying ability of schemes measured in months of cover. This is the number of months for which the scheme can pay claims from its existing
cash and cash equivalents.

Figure 82: Average gross claims covered by cash and cash equivalents: 2000 - 2016
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The length of cash coverage declined from 3.1 months in 2015 to 2.8 months in December 2016. Payment cycles of medical schemes in 2016 were an

average of 14.0 days compared with the 23.3 days in 2015.

Administrator market

Figure 83 shows the market share of medical scheme administrators as well as self-administered medical schemes based on the average number of

beneficiaries administered at the end of 2016".

Figure 83: Administrator market share at the end of 2016
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" The data that is presented here differs from Annexure FSU17 which is based on the average membership administered during the year.
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Figure 84 depicts the changes in market share of all medical schemes over the last seven years, based on the average number of beneficiaries
administered by the various parties at the end of each year.

Figure 84: Market share of largest administrators based on average number of beneficiaries 2010 — 2016*
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*The membership is based on the medical schemes administered at the end of the period and was not adjusted to reflect changes in administrators during the year (as per Annexure AC).

Five third-party administrators continued to dominate the market in 2016, namely:
+ Discovery Health (Pty) Ltd.

+ Metropolitan Health Corporate (Pty) Ltd.

+ Medscheme Holdings (Pty) Ltd.

MMI Health (Pty) Ltd.

* V Med Administrators (Pty) Ltd.

Collectively the above companies administer 85.8% of the market (excluding self-administered medical schemes)?. Table 52 indicates the change in
administrator market share between 2010 and 2016.

Figure 85 shows the change in market share for the administrators with the largest share of the market for all schemes, between 2010 and 2016.
Overall, Medscheme Holdings (Pty) Ltd grew by 123.3% and is now the largest administrator, with a market share of 32.6%.

2 The Government Employees Medical Scheme (GEMS) had a joint administrator contract in place since 2012. Medscheme Holdings (Pty) Ltd was responsible for its contribution and debt
management as well as correspondence services, and Metropolitan Health Corporate (Pty) Ltd was responsible for member and claims management services as well as the provision of financial
and operational information. The membership was included for both administrators.
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Figure 85: Percentage change in administrators with largest market share for all schemes: 2010 - 2016
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Table 52: Administrator market share 2010 — 2016

% change:
Largest market share - all schemes 2016 2010 - 2016
Medscheme Holdings (Pty) Ltd 146%  122%  26.7%  274%  2712%  26.7%  32.6% 123.3%
Discovery Health (Pty) Ltd 289%  301%  257%  263%  27.2%  28.3%  30.9% 6.9%
Metropolitan Health Corporate (Pty) Ltd 270%  298%  258%  255%  253%  247%  18.0% -33.3%
Other 104%  10.5% 6.9% 7.5% 9.6% 9.4% 5.8% -44.2%
Self-administered 98%  10.2% 9.2% 8.5% 6.6% 6.7% 8.4% -14.3%
MMI Health (Pty) Ltd 6.0% 4.5% 3.8% 3.1% 2.9% 3.0% 3.1% -48.3%
V Med Administrators (Pty) Ltd 3.4% 2.7% 1.9% 1.6% 1.2% 1.2% 1.2% -64.7%
Total 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%
Largest market share — open schemes
Discovery Health (Pty) Ltd 449%  485%  50.8%  524%  534%  54.2%  54.6% 21.6%
Medscheme Holdings (Pty) Ltd 186%  159%  159%  166%  165%  162%  18.7% 0.5%
Self-administered 1.5% 125% 144%  12.9% 8.3% 82%  12.0% 4.3%
MMI Health (Pty) Ltd 6.4% 4.4% 4.6% 4.4% 4.6% 4.9% 5.2% -18.8%
V Med Administrators (Pty) Ltd 5.5% 4.6% 3.8% 3.4% 2.4% 2.3% 2.2% -60.0%
Other 132%  141%  104%  104%  149%  14.2% 7.3% -44.7%
Total 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%
Largest market share - restricted schemes
Medscheme Holdings (Pty) Ltd 8.9% 73% 359% 363% 363% 358%  44.2% 396.6%
Metropolitan Health Corporate (Pty) Ltd 649% 67.8% 474%  46.7%  46.6%  462%  33.7% -48.1%
Discovery Health (Pty) Ltd 6.2% 6.4% 4.4% 4.6% 51% 57%  10.2% 64.5%
Self-administered 7.3% 71% 4.8% 4.9% 5.1% 5.5% 5.3% -27.4%
MMI Health (Pty) Ltd 5.4% 4.7% 3.0% 2.1% 1.4% 1.4% 1.4% -14.1%
Other 7.4% 6.7% 4.4% 5.4% 5.4% 5.3% 5.2% -29.7%
Total 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%
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Figures 86 and 88 indicate the changes in administrator market share over the last seven years for open and restricted medical schemes.

Figure 86: Open schemes market share of largest administrators based on average number of beneficiaries
2010 - 2016*
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* The membership is based on the medical schemes administered at the end of the period and was not adjusted to reflect changes in administrators during the year (as per Annexure AC).

Figures 87 and 89 indicate the percentage growth or decline in market share between 2010 and 2016 for open and restricted medical schemes
respectively.

Figure 87: Percentage change in administrators with largest market share for open schemes: 2010 - 2016
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Figure 88: Restricted schemes market share of largest administrators based on average number of beneficiaries
2010 - 2016*
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* The membership is based on the medical schemes administered at the end of the period and was not adjusted to reflect changes in administrators during the year (as per Annexure AC).

Discovery Health (Pty) Ltd share of the open schemes market increased to 54.6% (2015: 54.2%) and its share in the restricted schemes market
increased to 10.2% (2015: 5.7%).

Medscheme Holdings (Pty) Ltd has the second biggest share in the open schemes administration market at 18.7% (2015: 16.2%) and the biggest share
in the restricted schemes administration market at 44.2% (2015: 35.8%). Medscheme Holdings (Pty) Ltd has been responsible for GEMS'’s contribution
and debt management as well as correspondence services since 1 January 2012.

Metropolitan Health Corporate (Pty) Ltd has the second biggest share of the restricted schemes market at 33.7% (2015: 46.2%).

Table 53 shows the five administrators who had higher administration costs and fees than the industry average of administrators handling open
schemes.

Figure 89: Percentage change in administrators with largest market share for restricted schemes: 2010 - 2016
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Table 53: Percentage deviation from industry average: open schemes

Gross administration Administration Fees paid to

costs fees paid* administrators

% % %

Allcare Administrators (Pty) Ltd 113.8 35.7 35.7
Discovery Health (Pty) Ltd 0.2 245 245
Universal Healthcare Administrators (Pty) Ltd 8.5 6.4 6.4
Sechaba Medical Solutions (Pty) Ltd 27.0 3.2 3.2
Agility Health (Pty) Ltd 449 1.1 1.1

* Excluding co-administration fees

Table 54 shows the two administrators of restricted schemes with higher administration costs and fees than the industry average for restricted schemes.

Table 54: Percentage deviation from industry average: restricted schemes

Gross administration Administration Fees paid to

costs fees paid* administrators

% % %

Sanlam Health Administrators (Pty) Ltd 79.2 72.6 72.6
Professional Provident Society Healthcare Administrators (Pty) Ltd 82.9 28.7 28.7

* Excluding co-administration fees

Administrators often provide other services such as call centre fees and marketing expenditure. They were included in the “fees paid to administrators”
figures.

Tables 55 and 56 show administrator market share based on the average number of beneficiaries to whom services are being delivered by third-party
administrators and medical schemes under self-administration. The tables also show the average cost of administration. Gross administration costs are
costs charged to both risk pools and savings accounts. (Details per individual administrator are outlined in Annexure AC.)
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Table 55: Administrator market share 2016: open schemes

No of Gross Administration fees  Total fees paid to Gross Risk claims

Name of administrator schemes Beneficiaries  administration costs paid* administrators contributions ratio
Market share As%of pabpm As % of As % of pabpm
(¢[o] R GCl GCl R

Agility Health (Pty) Ltd 2 13 191.8 10.8 103.7 5.8 103.7 5.8 1,782.3 911
Allcare Administrators
(Pty) Ltd 1 0.3 283.1 17.8 139.2 8.8 139.2 8.8 1,588.8 919
Discovery Health
(Pty) Ltd 1 54.6 132.7 8.0 121.7 7.7 121.7 7.7 1,663.5 87.2
Medscheme Holdings
(Pty) Ltd 3 18.7 173 8.0 80.7 5.5 80.7 5.5 1,463.5 925
MMI Health (Pty) Ltd 1 5.2 105.4 8.8 99.7 8.3 99.7 8.3 1,195.9 88.1
Professional Provident
Society Healthcare
Administrators (Pty) Ltd 1 1.5 161.2 73 96.2 44 96.2 44 2,196.6 914
Providence Healthcare
Risk Managers (Pty) Ltd 2 0.4 87.5 75 67.0 5.8 67.0 5.8 1,164.5 89.1
Sechaba Medical
Solutions (Pty) Ltd 1 25 168.1 10.7 105.9 6.7 105.9 6.7 1,571.8 88.4
Self-Administered 6 12.0 134.2 79 19.0 1.1 19.0 1.1 1,694.2 915
Sweidan and Company
(Pty) Ltd 1 0.9 119.8 8.2 84.5 5.8 84.5 5.8 1,451.8 994
Thebe Ya Bophelo
Healthcare
Administrators (Pty) Ltd 2 1.9 126.5 9.2 794 58 794 58 1,368.3 91.1
Universal Healthcare
Administrators (Pty) Ltd 2 0.6 143.6 9.9 109.2 7.5 109.2 7.5 1,368.3 911
V Med Administrators
(Pty) Ltd 1 22 78.1 75 56.4 5.5 56.4 5.5 1,034.8 939
Average 24 102.1 1324 8.2 102.6 6.3 102.6 6.3 1,624.2 89.3

LMS Medical Fund changed its administrator from V Med Administrators (Pty) Ltd to Medscheme Holdings (Pty) Ltd with effect from 1 August 2016. Its membership was included in both
administrators to represent the market share during the year.

*  Excluding co-administration fees.

pabpm = per average beneficiary per month

GCI = gross contribution income
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Table 56: Administrator market share 2016: restricted schemes

No of Gross Administration fees  Total fees paid to Gross Risk claims

Name of administrator schemes Beneficiaries  administration costs paid* administrators contributions ratio
Market share As%of pabpm As % of As % of pabpm
R (¢]o]] GCl R

Discovery Health
(Pty) Ltd 16 10.2 98.6 6.5 84.6 5.6 84.6 5.6 1,510.4 93.6
Medscheme Holdings
(Pty) Ltd™ 12 442 34.3 24 54.6 141 27.8 1.9 1,453.8 9.8
METHEALTH (Pty) Ltd 4 0.8 1129 7.3 88.7 5.8 88.7 5.8 1,541.6 971
Metropolitan Health
Corporate (Pty) Ltd 7 337 63.4 71.6 347 39.2 347 39.2 1,449.5 9.4
MMI Health (Pty) Ltd 3 14 98.6 71 78.0 5.6 78.0 5.6 1,383.0 96.0
Prime Med
Administrators (Pty) Ltd 1 0.7 714 441 64.9 3.7 64.9 3.7 1,755.0 9.8
Professional Provident
Society Healthcare
Administrators (Pty) Ltd 1 1.2 197.5 11.9 1171 71 1171 7.1 1,657.0 90.6
Providence Healthcare
Risk Managers (Pty) Ltd 3 0.8 58.7 6.6 4“7 4.7 4“7 4.7 884.0 94.6
Sanlam Health
Administrators (Pty) Ltd 1 0.8 1935 10.2 157.1 8.3 157.1 8.3 1,890.3 92.3
Self-Administered 8 5.3 75.1 6.8 - - - - 1,105.6 91.8
Sweidan and Company
(Pty) Ltd 1 0.1 107.7 6.5 69.0 4.2 69.0 4.2 1,655.0 914
Universal Healthcare
Administrators (Pty) Ltd 4 0.7 93.0 741 79.8 6.1 79.8 6.1 1,312.1 95.4
\/ Med Administrators
(Pty) Ltd 1 0.2 108.0 6.1 91.0 5.1 91.0 5.1 1,780.1 89.3
Average 62 100.0 58.7 6.0 33.3 3.4 38.7 3.9 984.6 95.6

* Excluding co-administration fees.

** The GEMS co-administration fee was included in the cash flows under administration; the GEMS average beneficiaries were included.
pabpm = per average beneficiary per month

GClI = Gross Contribution Income

Table 57 indicates the total fees paid to the top four third party administrators in terms of market share for all schemes, as well as the schemes falling
under their administration.

Table 58 shows market share of administrators, including accredited managed healthcare services.

Table 59 shows the two administrators that had the highest deviation from the 2016 industry average of R96.10 pabpm in respect of total fees received
by administrators.
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Table 57: Total fees paid to administrators (excluding accredited managed healthcare services) deviation from average per
administrator in 2016

Deviation
from
Name of Average Total fees paid to Average per  average per
Name of medical scheme administrator members administrators administrator administrator
pampm  As % of
R GAE
1125  Discovery Health Medical Scheme Discovery Health 1280 494 270.1 96.3 254.3 6.2
1145 LA-Health Medical Scheme (Pty) Ltd 60832  257.2 92.4 1.1
1571 Anglovaal Group Medical Scheme 3707 226.3 86.9 -11.0
1520 University of Kwa-Zulu Natal
Medical Scheme 3369 206.8 85.9 -18.7
1241 Naspers Medical Fund 8576 199.0 85.5 217
1578  TFG Medical Aid Scheme 2937 197.7 89.5 -22.3
1282 University of the Witwatersrand,
Johannesburg Staff Medical Aid Fund 2779 193.7 86.5 -23.8
1516 Quantum Medical Aid Society 4869 191.2 84.9 -24.8
1579  Tsogo Sun Group Medical Scheme 4812 183.6 81.0 -27.8
1430  Remedi Medical Aid Scheme 20994 179.8 91.6 -29.3
1176 Retail Medical Scheme 11 340 176.7 94.7 -30.5
1547 Malcor Medical Scheme 5085 165.9 78.9 -34.8
1012 Anglo Medical Scheme 9081 163.7 62.6 -35.6
1526  BMW Employees Medical Aid Society 3218 162.2 915 -36.2
1279  Bankmed 106 461 159.7 80.9 -37.2
1253  Glencore Medical Scheme 9093 140.3 42.8 -44.8
1599  Lonmin Medical Scheme 17 864 56.3 89.4 -77.9
1202  Fedhealth Medical Scheme Medscheme Holdings 72315 246.8 73.6 85.1 190.0
1441 Parmed Medical Aid Scheme (Pty) Ltd 2406 229.7 74.7 169.9
1507  Barloworld Medical Scheme 5609 198.1 86.2 132.8
1005  AECI Medical Aid Society 7089 189.7 86.2 122.9
1424 SABC Medical Aid Scheme 4833 182.4 76.0 114.3
1469  Nedgroup Medical Aid Scheme 28 829 181.9 86.4 13.7
1214 Old Mutual Staff Medical Aid Fund 18 424 180.8 85.9 1125
1512 Bonitas Medical Fund 308 262 180.5 67.8 121
1234  Sasolmed 28715 174.8 85.5 105.4
1039  MBMed Medical Aid Fund 4021 172.8 80.3 103.1
1576  LMS Medical Fund 55276 153.9 12.7 80.8
1566  Horizon Medical Scheme 2793 153.5 79.5 80.4
1580  South African Police Service Medical
Scheme (POLMED) 174 480 1131 60.2 329
1598  Government Employees Medical
Scheme (GEMS) 683 286 452 219 -46.9
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Deviation
from
Name of Average  Total fees paid to Average per  average per
Name of medical scheme administrator members administrators administrator administrator
As % of
GAE
1572 Engen Medical Benefit Fund Metropolitan Health 3592 163.1 81.4 130.7 248
1548 Medipos Medical Scheme Corporate (Pty) Ltd 12435 1514 87.8 15.8
1582  Transmed Medical Fund 35125 142.4 76.8 9.0
1559  Imperial Group Medical Scheme 7740 140.0 58.5 7.1
1270 Golden Arrow Employees’ Medical
Benefit Fund 2791 137.8 86.1 54
1598  Government Employees Medical
Scheme (GEMS) 683 286 84.3 41.0 -35.5
1271 Fishing Industry Medical Scheme
(Fishmed) 1535 73.3 62.0 -43.9
1167  Momentum Health MMI Health (Pty) Ltd 134 214 191.2 94.6 187.0 22
1209  South African Breweries Medical Aid
Scheme (SABMAS) 9727 190.7 82.5 20
1186 PG Group Medical Scheme 1360 184.1 87.8 -1.6
1600  Motohealth Care 24 441 162.5 771 -13.1

GAE = Gross Administration Expenditure
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Table 58: Market share of administrators (including accredited managed healthcare services) 2016

Accredited
Accredited managed
managed healthcare
Total fees healthcare services
paidto Net relevant services  (risk transfer
administrators  healthcare (no transfer arrangement):
Nr. of (various expenditure of risk) capitation fee Total fees
Name of administrator schemes Beneficiaries services)* incurred  received * received  received*
Market share
%
Agility Health (Pty) Ltd 2 0.6 103.7 1451.0 43.3 - 147.0
Allcare Administrators (Pty) Ltd 1 0.1 139.2 1416.0 6.9 - 146.2
Discovery Health (Pty) Ltd 17 30.9 120.3 1180.8 41.7 38.8 164.2
Medscheme Holdings (Pty) Ltd** 15 32.6 34.4 13223 33.7 - 50.4
METHEALTH (Pty) Ltd 4 0.4 88.7 13901 38.8 103.5 141.2
Metropolitan Health Corporate (Pty) Ltd 7 18.0 50.8 13512 17.7 333.6 69.0
MMI Health (Pty) Ltd 4 3.1 94.7 1023.2 23.8 99.1 194.6
Prime Med Administrators (Pty) Ltd 1 04 64.9 14447 - - 64.9
Professional Provident Society
Healthcare Administrators (Pty) Ltd 2 1.4 106.1 1699.1 212 - 127.3
Providence Healthcare Risk Managers
(Pty) Ltd 5 0.6 49.0 847.6 281 - 66.5
Sanlam Health Administrators (Pty) Ltd 1 0.4 157.1 1594.8 38.9 - 196.0
Sechaba Medical Solutions (Pty) Ltd 1 1.1 105.9 1389.1 21.7 - 133.7
Self-Administered 14 8.4 12.6 1283.6 15.4 - 19.4
Sweidan and Company (Pty) Ltd 2 0.5 83.1 12723 27.0 21.2 129.5
Thebe Ya Bophelo Healthcare
Administrators (Pty) Ltd 2 0.9 79.4 1246.2 - - 79.4
Universal Healthcare Administrators
(Pty) Ltd 6 0.7 92.6 12174 31.0 3.1 122.7
V Med Administrators (Pty) Ltd 2 1.2 9.4 919.8 40.4 - 13.6
Average 86 101.3 89.4 1280.7 31.6 68.2 96.1

The above table reflect market share based on the number of beneficiaries administered during the year (i.e. includes mid-year administrator changes).
* Excluding co-administration fees.
** Only the GEMS co-administration fee was included in the cash flows under administration; the GEMS average beneficiaries were included.

Table 59: Total fees paid to administrators (including accredited managed healthcare services) — deviation from industry
average in 2016

Accredited managed
Accredited managed healthcare services

Total fees paid to healthcare services (risk transfer

administrators (no transfer of risk) arrangement):
Name of administrator (various services)* received * capitation fee received Total fees received*
Sanlam Health Administrators (Pty) Ltd 75.7 231 -100.0 104.0
MMI Health (Pty) Ltd 5.9 247 453 102.5

* Excluding co-administration fees
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