\\\\\

\\\\\

\\\\\

Exploring The Health

Insurance Market






- Setting the scene | The WHY

of the population

Public sector Private sector

(through medical scheme
membership)



Setting the scene | The WHY

12%

of the population of the population

Public sector Missing middle Private sector

(through medical scheme
membership)



Setting the scene | The WHY

HEALTH INSURANCE MEDICAL SCHEME
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8M South Africans
earn too much for public health

and too little to afford medical scheme
cover
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Estimated size of the health insurance market
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Estimated size of the health insurance market Medical scheme membership over time
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E Medical scheme vs Health insurance

Ability to risk rate
based on demographic
factors

No obligation to pay

Regulated by the Financial
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Medical schemes are not-for
profit organisations



* Ability to risk rate

Basic day-to-day Network focused benefits

8 benefits and settles ?asted on demographic only and as a result
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PRODUCTS

1 1 products received exemption

FROM R205 PER MONTH FRAOM R260 PER MONTH FAOM RSI0 PER MONTH

April 2017
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Managed, unlimited visits al a contracted network provider. Pre-authorisation
required from 3" visit

OUT-OF -NETWORK GP VISITS
Two consuitations per year. Refunded up to a
maximum of RS00 per visit

ACUTE MEDICATION*
Unlimaed acute medication from either & dispensing network
GP or pharmacy.

CHRONIC MEDICATION (PER CDL)

Unlimited chronic medicine, restrictad to diseases on the
Chronic Disease List (COL). Al chronic medicine must be
applied for by the prescribing medical expert.

OVER-THE-COUNTER (OTC) MEDICATION"
Sub-imit of a R250 per policy per month. Limited to R850 par policy
per year

BASIC PATHOLOGY"®
Unlimited as per our approved formuiary. Member must be
referred by & network GP.

"Some benefts and senices are subject (o owr approved formulary.
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RISK RATING

Corporate group premiums:

Health4Me Day-to-day premiums

Unlimited with a Hello Doctor
R22700 R28700 36200

pra-authorisation Employes
Adult R22T00 R2RT00 R362.00
Child R2Z700 R28700 R181.00
GP visits booster benefit: Member type All options
Yoru can chooss to pay an additional
Adrscan Urity Lt Limeed (Cen053) premium in order for your employee: Empioyee R70.00
to have unfimited Network GP visits
3 aasto i Genarcd inpurnnce Conpe withouta Hallo Doctor pre-authorisation Aduit R70.00
{E6S)
Child R7000

¥ Eryin insoronoe Compony ki

Retail premiums:

Day-to-day
benefit
option

Principal Adult Child

Benefit
member (per adult) (per child)

grouping

Bronze RT09.00 RT09.00 R423.00

Day-to-day benefit R758.00 R758.00 R446.00

RE18.00 RE18.00 R480.00
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Products

HealthdMe Day-to-da;

Primary Care
Benefits

GP visits:

Aprll 201 Unlimited with a Hello [

pra-authorisation

GP visits booste

Yol Can choose |
premium In ord
to have unlimi:
withouta Heall

Accident Cover
Benefits

Hospital
benefits

Corporate grou R T T T T T P, .

=)

=)

Networks and formularies

Limits and not an indemnity
product

Rand amount per day
in-hospital
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Products Risk rating Design FINANCIALS

11

April 201

----------------------------

Corporate gro
Health4Me Day-to-da : i© 7 2 O o/ . .
Up to ) commission

GP visits:

%
Non- healthcare expenses R 130 plpm (38 0)

%
GP claims represent 70 0 day-to-day expenses

£ o/
Profit margins 1 0 0 of premium income
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Abundant reinsurance capacity,
aggressive new entrants buying
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Insurance cycle in South Africa
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1. SOFT MARKET

2008 — 2019
Decade of cheap cover

Abundant reinsurance capacity,
aggressive new entrants buying
market share

4. MARKET RESET

Reinsurance rates Up to 3= in some classes

Underwriting Strict — exclusions

Consumer impact Sharp premium increases

Insurance cycle in South Africa

2. UNDERQUOTING

Warning signs ignored
Margins eroded quietly while growth
masked the cracks

Sources: Aon SA 2025; PSG Insure / FAnews
Dec 2023

. CLAIMS PRESSURE

The triggers:
3 shocks in 2 years

« COVID-19
« July 2021 riots
« KZN floods

Sources: Daily Maverick A;i)r 2022: FAnews
2022; ASISA
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as well as membership in this
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1. SOFT MARKET

Significant increase in the number
of products, quotes generated
as well as membership in this
market (retail and corporate)

E We have seen this movie before

2. UNDERQUOTING

COVID-19 - positive effect
Competition is tight — especially as a
result of demarcation exempted

options

Margins are eroding quietly
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Extremely regulated = PMBs,
community rating and open
enrolment

Young and health lives cannot afford
and do not see the need for medical
scheme cover

Anti-selection and unaffordable
premiums
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REGULATED MARKET

Extremely regulated = PMBs,
community rating and open
enrolment

Young and health lives cannot afford
and do not see the need for medical
scheme cover

Anti-selection and unaffordable
premiums

SOME LAW AND
ORDER?

Minimum benefit standards?

Capital adequacy requirements/
Solvency levels?

High level, basic reporting

Help the industry find balance:

Prevent the worst
outcomes

Preserve innovation and
flexibility

WILD WEST

Flexible product design
Risk based pricing drives
sustainability and genuine
innovation

Competition ensures premiums are
accessible

Speed of product evolution

T
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