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1 Y ou are a consultant actuary, who is providing advice to alarge employer in the
mining sector (gold) concerning the healthcare needs of its lower income employees.

The key details for the employer are:

e 3000 employees working in two mines in the Northern Free State, and a head
office with 350 employees in Gauteng.

e |tiscompulsory for al employees earning more than R5 000 per month to belong
to one restricted membership medical scheme.

e Thevast mgority of employees earning less than this do not belong to amedical
scheme.

() Discuss, with reasons, how different types of health care cover that could be
offered to employees would meet the employer's requirements. [18]

(i)  Theemployer is particularly interested in offering cover to lower income
employees. Discuss the challenges the employer faces in providing this cover
to them. [6]

(i)  Discussthe likely impact of HIV / AIDS on the mine, and how the lack of
medical scheme cover islikely to affect lower income employees who are HIV
positive. [12]

(iv)  Explain the protection offered to employees by the Mines and Works
Compensation Fund. [4]

(V) Discuss how the Risk Equalisation Fund and recent Government healthcare
reforms are likely to affect the employer’s ability to offer health care cover to
lower income employees. [10]
[Total 50]
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2 Y ou are the consulting actuary to a medium sized open medical scheme. The scheme
has historically been fairly loose on actively managing claims, and has no specific
contracts with any providers, but is now getting concerned that its financial positionis
weakening. You have been able to gather the following statistics relating to the

scheme.

2005 2006
Average number of principal members 85000 115000
Average number of beneficiaries 212 500 287 500
Hospital spend R321 300000 R508 599 000
Number of admissions 20570 28 943
Average length of stay 2.2 21
Chronic medication claims R40931 376 R64 920 996
Number of claimants on chronic medication 8279 12881
Average age of principal members 39.4 39.6

[Note: Candidates should assume that the numbersin table above relate to full
calendar years.]

) Discuss the various drivers of the increase in hospital experience and possible
causes of them. [12]

(i) Discuss ways in which the scheme can contain hospital costs without

contracting with hospitals. [10]
(iii)  Discuss ways in which the scheme can contain hospital costs through contracts
with hospitals. [6]
(iv)  Discuss possible explanations for the increase in chronic medication costs.
[10]
(v) Suggest measures the scheme can take to lower its spend on chronic
medi cation. [6]

(vi)  One of the trustees has suggested that the scheme should be pro-activein
channelling members to particular pharmaciesin order to obtain lower prices
on its medication spend. Comment on the advantages and disadvantages of
this suggestion. [6]

[Total 50]
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