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	1.
Introduction

	
	

	Introduction from convenor
	Dear Colleague,

The health care environment, particularly the South African health care

Financing environment is one undergoing extensive change.  This change presented challenges for us as Actuaries working in the health care field, given that while the ground is often moving in some instances we have not firmed up the application of existing techniques.  With this in mind CPD becomes a critical element in the toolkit of any health care actuary.

We have attempted in this guide to provide both prospective and current health care actuaries with a road map for finding information.  The guide is continually being updated and we would welcome any changes or suggestions on how we can improvement.

For ease of reference we have included the topics under the following

headings:


1.
Technical needs


2.
Health care courses


3.
Recommended reading


4.
Glossary of terms

On behalf of the health care committee we hope we find this useful.

Shaun Matisonn

Convenor ASSSA health care committee

Shaunm@discoveryhealth.co.za



	
	

	
	

	
	

	
	

	
	

	Technical needs
	2.
Technical needs

	
	

	
	Subject
	Client/employer

	
	
	Medical scheme or health insurer
	Corporate

	
	International benefits
	X
	X

	
	Health legislation
	X
	X

	
	Health care market
	X
	X

	
	Risk management
	X
	X

	
	AIDS*
	X
	X

	
	Benefit design
	X
	

	
	Pricing
	X
	

	
	Experience monitoring
	X
	

	
	Capital requirements
	X
	

	
	Investments
	X
	

	
	Transfers and amalgamations
	X
	

	
	Actuarial valuations
	
	X

	
	Accounting expense
	
	X

	
	Mergers and acquisitions
	
	X

	
	Retirement funding
	
	X

	
	

	
	

	
	Subject
	Includes

	
	
	

	
	International benefits
	· Legislation

· Tax

· State benefits

· Private health insurance market

	
	Health legislation
	· Public health care legislation

· Private health care legislation

· Tax

	
	Health care market
	· Health care funders

· Health care providers

· Health insurance products

· Market trends

	
	AIDS*
	· Refer AIDS CPD guide

	
	Benefit design
	· Legislation

· State benefits

· Target market

· Scope for anti-selection

	
	Pricing
	· Experience analysis

· Assumptions

· Legislation

· Scope for anti-selection

	
	Experience monitoring
	· Budgets

· Outstanding claims provisions

	
	Capital requirements
	· Legislation

· Risk reserving

	
	Risk management
	· Reinsurance

· Underwriting

· Managed health care

· Corporate risk management

	
	Investments
	· Asset liability modelling

· Investments market

	
	Accounting expense
	· AC305/116

· IAS19

· FAS106/132

· SSAP24/FRED20

	
	Actuarial valuations
	· Valuation methods

· Assumptions

· Data processing

	
	Mergers and acquisitions
	· Valuation methods

· Assumptions

	
	Retirement funding
	· Legislation

· Tax

· Funding objectives

· Funding vehicles

	
	

	AIDS CPD
	*This document is not intended to cover CPD requirements for AIDS specialists as this falls within the ambit of the ASSA AIDS sub-committee.

	
	

	
	There is also some overlap with the CPD requirements for practitioners in the pensions, short-term insurance and long-term insurance fields.

	
	

	
	

	Courses
	4.
Health care courses

	
	

	AHBA
	Institution
	Association of Health Benefit Advisors

	
	Course
	Certificate of Proficiency in Health Care Consulting

	
	Pre-requisite
	N/A

	
	Contact details
	Steve Lyons

(011) 444-5521

secretary@ahba.org.za
www.ahba.org.za

	
	
	

	FPI
	Institution
	Financial Planning Institute

	
	Course
	Health Benefits

	
	Pre-requisite
	Certificate in Financial Planning

	
	Contact details
	Toni Balanco

(011) 475-1149

ilpa@iafrica.co.za
www.fpi.co.za

	
	
	

	HIAA
	Institution
	Health Insurance Association of America

	
	Course
	Health Insurance Associate (HIA)

Managed Healthcare Professional (MHP)

	
	Pre-requisite
	N/A

	
	Contact details
	www.hiaa.org

	
	

	UCT
	Institution
	University of Cape Town

	
	Course
	Healthcare Financing

	
	Pre-requisite
	N/A

	
	Contact details
	Professor Heather McLeod

(021) 447-4680

hmcleod@commerce.uct.ac.za

	
	

	University of Pretoria
	Institution
	University of Pretoria

	
	Course
	Employee Health Benefits Course
(based on FPI Health Benefits course)

	
	Pre-requisite
	N/A

	
	Contact details
	Professor George Marx

(012) 420-3488

hellberg@hakuna.up.ac.za
www.up.ac.za/academic/economic/insure

	
	

	Wits
	Institution
	Wits University

	
	Course
	Health Insurance

	
	Pre-requisite
	Actuarial Science III

	
	Contact details
	Roseanne da Silva

(083) 449-5588

roseannes@systems.co.za

	
	

	
	

	Reading
	5.
Recommended reading

	
	

	Legislation
	5.1
Legislation

	
	

	
	· Medical Schemes Act 131 of 1998

	
	· Medical Schemes Act Regulations issued 20 October 1999, as amended on 5 June 2000 and 30 June 2000

	
	· Compensation for Occupational Injuries and Diseases Act 130 of 1993

	
	· Occupational Diseases in Mines and Works Act 78 of 1973

	
	· Multilateral Motor Vehicle Accidents Fund Act 93 of 1989

	
	· Long-term Insurance Act 52 of 1998

	
	· Short-term Insurance Act 53 of 1998

	
	· Pension Funds Act 24 of 1956

	
	· Financial Services Board Act 97 of 1990

	
	· Income Tax Act 58 of 1962

	
	

	
	

	Accounting standards
	5.2
Accounting standards

	
	

	
	Source
	Title

	
	South African Institute of Chartered Accountants
	· AC305: Accounting Issues Task Force Opinion on Accounting for Post-retirement Benefits other than Pensions (issued 7/1995)

· Audit and Accounting Guide on Medical Funds (issued 3/1997)

· AC116 (revised): Employee Benefits (issued 2/2000)

· AC412: Consolidation – special purpose entities (issued 12/1999)

	
	International Accounting Standards Committee
	· IAS19 (revised): International Accounting Standard on Employee Benefits (issued 2/1998)

	
	Financial Accounting Standards Board (USA)
	· Statement of Financial Accounting Standards No. 106: Employers’ Accounting for Post-retirement Benefits other than Pensions (issued 12/1990)

· Special Report: A Guide to Implementation of Statement 106 on Employers’ Accounting for Post-retirement Benefits other than Pensions (issued 8/1993)

· Statement of Financial Accounting Standards No. 132: Employers’ Disclosures about Pensions and other Post-retirement Benefits (issued 2/1998)

	
	Institute of Chartered Accountants in England and Wales
	· Statement of Standard Accounting Practice No. 24: Accounting for Pension Costs (issued 5/1988)

· Urgent Issues Task Force Abstract 6: Accounting for Post-retirement Benefits other than Pensions (issued 11/1992)

· Financial Reporting Exposure Draft 20 (issued 11/1999)

	
	

	
	

	Professional guidance
	5.3
Professional guidance

	
	

	
	Source
	Title

	
	Actuarial Society of South Africa
	· PGN102: Life Offices – HIV/AIDS

· PGN104: Life Offices – Financial Soundness Valuation

	
	Actuarial Standards Board (USA)
	· Actuarial Compliance Guideline No. 3 on FAS106

	
	Institute and Faculty of Actuaries (UK)
	· GN17: Accounting for Pension Costs under SSAP24

· GN21: Actuarial Reporting on Post-retirement Medical Plans

	
	

	
	

	Publications
	5.4
Publications

	
	

	
	Source
	Title

	
	Hollandia Reinsurance Group (now Hannover Re)
	· Reinsurance of Medical Schemes

· Managed Health Care In South Africa, Volumes 1 And 2

	
	Munich Re (1993)
	· Health Insurance: Glossary

	
	Newhouse JP (1994)
Harvard University
	· Free For All? Lessons From The Rand Health Insurance Experiment

	
	African National Congress (1994)
	· A National Health Plan for South Africa

	
	Old Mutual (1994-)
	· Old Mutual Healthcare Survey
1994-1999 (annual)

	
	Alexander Forbes (1994-)
	· Survey Of Open Medical Schemes 1994-1999 (annual)

· Survey Of In-House Medical Schemes (compiled 1997)

	
	Representative Association of Medical Schemes (1995)
	· Survey of the South African Medical Scheme Industry

	
	McIntyre et al (1995)
Health Systems Trust and the World Bank
	· Health Expenditure And Finance In South Africa

	
	Health Systems Trust and Henry J Kaiser Family Foundation (1995-1999)
	· South African Health Review
1995-1999

	
	Zweifel and Breyer (1996)
Oxford University Press
	· Health Economics

	
	Professional Management Review
(December 1996 issue pp 43-48)
	· Survey of assurance industry and individual healthcare packages

	
	Registrar of Medical Schemes (1998)
	· Annual Report

	
	Sanlam Employee Benefits (1998)
	· Retirement Benefits in South Africa 1998 (biennial)

	
	Duff & Phelps Credit Rating Co. Africa (December 1999)
	· South African Medical Schemes Ratings Bulletin 1998/1999

	
	Community Agency for Social Enquiry (CASE), Health Systems Trust and Henry J Kaiser Family Foundation
	· A National Household Survey of Health Inequalities in South Africa (1995)

· The Second Kaiser Family Foundation Survey of Health Care in South Africa (1999)

	
	Wilbury & Claymore (2000)
Tel (011) 782-0661
	· Private Health Care 2000

	
	H Engelhardt & Co (2000)
Tel (021) 419-3794
	· Hospital and Nursing Yearbook, comprehensive health services information for South Africa (annual)

	
	South African Institute of Race Relations (2000)
Tel (011) 403-3600
sairr@sairr.org.za
	· South Africa Survey 1999/2000

	
	Financial Mail (2000)
	· Top Companies Survey (annual)

	
	Trevor Bernhardt
Tel (011) 622-7417
trevor@health-matters.co.za
	· Health Matters Daily and Weekly

· HIV/AIDS Weekly

	
	Redhill Publishers
Tel (011) 783-2050
cover@global.co.za
	· Cover magazine (monthly)

	
	

	
	

	Papers
	5.5
Papers

	
	

	
	Source
	Title

	
	Baars and Prichard (1990)
	· Private Health Insurance In South Africa

	
	Steere DJ (1992)
TASSA 1992
	· A Funding Model For Health Care Costs

	
	Patz AJ (1992)
TASSA 1992
	· Modelling Health Care Costs

	
	Marx (1992)
	· A Report On Risk Management in South Africa’s Private Health Care Industry

	
	Fourie and Marx (1992)
SAMJ November 1993
	· How healthy is South Africa’s medical schemes industry?

	
	Gore (1993)
TASSA 1993
	· The Search For Successful Health Insurance Principles in a Changing South African Health Care Environment

	
	Pollard (1995)
TASSA 1995
	· Funding For Post Retirement Medical Benefits

	
	Dutkiewicz (1995)
TASSA 1995
	· Medical Aid Scheme Liability Modelling

	
	Astorino et al (1996)
The Council for Affordable Health Insurance
	· State Health Insurance Reform: Experience With Community Rating And Guaranteed Issue In The Small Group And Individual Markets

	
	Jurisich and da Silva (1996)
ASSA Convention 1996
	· Managed Health Care And South Africa

	
	Astorino et al (1996)
The Council for Affordable Health Insurance
	· State Health Insurance Reform: Experience With Community Rating And Guaranteed Issue In The Small Group And Individual Markets

	
	Dunn et al
SOA Monograph M-HB96-1
	· A Comparative Analysis Of Methods Of Health Risk Assessment

	
	Gore et al (1997)
TASSA 1997
	· An Actuarial Analysis Of The Impact Of South African Health Care Reforms

	
	Matisonn, Chun (1998)
TASSA 1998
	· The Impact Of Various Benefit Structures On The Health Care System

	
	Matisonn et al (1999)
TASSA 1999
	· Further Actuarial Analysis Of The Health Care Reform Process In South Africa

	
	Katz D (1999)
TASSA 1999
	· The Impact Of HIV On Medical Scheme Solvency

	
	Dr Neil Söderlund (1999)
Abt Associates South Africa Inc.
	· Regulated Minimum Benefits For South African Medical Schemes

	
	van den Heever and McLeod (1999)
	· Demarcation and the Medical Schemes Act, prepared for the Department of Health

	
	Life Offices Association and South African Insurance Association (2000)
	· The Demarcation of Health Insurance in South Africa, prepared for the Policy Board for Financial Services and Regulation

	
	

	
	

	Internet
	5.6
Internet

	
	

	
	Address
	Details

	
	www.assa.org.za
	· Actuarial Society of South Africa

	
	www.actuaries.org.uk
	· Faculty and Institute of Actuaries

	
	www.actuary.org
	· American Academy of Actuaries

	
	www.fpi.co.za
	· Financial Planning Institute (previously ILPA)

	
	www.ilpacollege.edu.za
	· ILPA College

	
	www.up.ac.za/academic/economic/insure
	· University of Pretoria Short Courses

	
	www.ahba.org.za
	· Association of Health Benefits Advisers

	
	www.rss.org.uk
	· Royal Statistical Society

	
	www.hiaa.org
	· Health Insurance Association of America

	
	www.saica.co.za
	· South African Institute of Chartered Accountants

	
	www.fasb.org
	· Financial Accounting Standards Board

	
	www.asb.org.uk
	· Accounting Standards Board

	
	www.acts.co.za
	· Acts online

	
	www.gov.za
	· Government online

	
	www.polity.org.za
	· Government information

	
	www.anc.org.za
	· African National Congress

	
	www.sars.gov.za
	· South African Revenue Service

	
	www.medicalschemes.com
	· Council for Medical Schemes

	
	www.fsb.co.za
	· Financial Services Board

	
	www.loa.co.za
	· Life Offices Association

	
	www.bhf.co.za
	· Board of Healthcare Funders

	
	www.hst.org.za
	· Health Systems Trust

	
	www.healthlink.org.za
	· Health Systems Trust communications project

	
	www.kff.org
	· Kaiser Family Foundation

	
	www.dcrafrica.com
	· Duff & Phelps Credit Rating Co. Africa

	
	www.samedical.org
	· South African Medical Association

	
	www.hasa.co.za
	· Hospital Association of South Africa

	
	www.surgico.co.za
	· Surgeons of South Africa

	
	www.ama-assn.org
	· American Medical Association

	
	www.who.int
	· World Health Organisation

	
	www.hcfa.gov
	· Health Care Financing Administration, the US federal agency that administers Medicare, Medicaid and the State Children’s Health Insurance Program

	
	www.nhs50.nhs.uk
	· UK National Health Service

	
	www.healthsynergies.co.za
	· African Health Synergies, managed health care site

	
	www.health.co.za
	· Health and medical search engine

	
	www.medscape.com
	· Commercial site for general health information

	
	www.medafrica.com
	· Virtual community for medical industry

	
	www.interdoc.co.za
	· Free medical resources on the Internet

	
	www.medisource.co.za
	· South African Medical Device and Technology Industry

	
	

	
	

	Glossary
	6. Glossary of Health Insurance Terms


	
	

	
	

	
	


	Activities of Daily Living (ADLs)
	Part of daily routine of self-care e.g. bathing, dressing used for determining eligibility for benefits under disability and long term care contracts.



	Administration Costs
	The costs incurred for administration services such as claim processing, billing and overhead costs.  Administration costs are usually expressed as a percentage of premiums.



	Adverse Selection
	This occurs when a scheme enrols a poorer risk than the average risk of the group.  Adverse selection usually occurs when an insurer has better benefits and higher rates than competitors.  Unhealthy members are attracted to the insurer for the higher benefits and, because of their health status, are more willing to pay the higher costs for that coverage.

	Age/Sex
	

	Age/Sex Data
	A census distribution by age and sex for a given group or population.  Age and sex categories are probably the most accurate demographic measurement of claims liability for medical costs.

	Age/Sex Factor
	The measurement which reflects the age and sex risk of medical costs of one population relative to another.  A group with an age/sex factor of 1.00 is average.  A group with an age/sex factor above 1.00 has a higher demographic risk of expected claims than average. A group with an age/sex factor below 1.00 has a lower demographic risk of expected claims than average.

	Age/Sex Rates
	A table of rates where there is a separate rate for each age and sex category or cell.  Age/sex rates are often used for individual or small group products.  



	Ambulatory care
	Health services that do not require hospitalisation.



	Beneficiaries
	All the individuals covered by a scheme including principal members and their dependants.



	Benefit
	Services covered under a health insurance contract.



	Capitation
	A pre-determined Rand amount per covered person.  This usually refers to a negotiated monthly payment per covered person paid to a medical care provider.  In return for the capitation payment, the provider assumes responsibility for the provision of health services for that person for the agreed time period.  




	Claim
	This usually refers to the liability for health care services received by members.  In its most common form, liability is established on a fee for service basis when the provider bills for payment upon rendering the services.

Note:  Extreme care should be taken when interpreting information about claims liability by establishing precisely what claims liability is included (e.g. provider payment system, time period covered, membership involved, dates of service covered).

	Claimed Amount
	The usual fee for health care services submitted by the health care provider.  This amount may be higher than the tariff schedule on which benefits are based.

	Paid Claims
	The amounts paid to providers and members to satisfy the scheme’s contractual liability.  These amounts do not include any member liability for ineligible charges, co-payments or deductibles.  They also do not include the difference between the claimed amount and the benefit amount.

Note: Paid claims for a particular time period do not necessarily reflect the actual liability for medical services delivered during the same time period because of payment lags.

	Incurred Claims
	The actual liability for a specified period including all claims with dates of service within that specified period (usually called the experience period).  Because of the time lag between dates of service and dates claim payments are actually processed, adjustments must be made to paid claims to determine incurred claims.



	Claims Experience
	The experience the medical plan or group has for total claims for a specific period.



	Claim months exposed
	The number of months for which a member was eligible to submit claims.



	Coinsurance
	The portion of a provider bill which a Member is required to pay for certain health care services as required by the benefit structure.



	Commissions
	The portion of premiums paid to external agents as compensation for services provided.



	Community Rating
	The process of developing premium rates based on the overall community (or plan) claims experience rather than on group specific claims data.  There are many forms of community rating such as community rating by class that allow adjustments according to group specific demographic data.




	Continuation members
	Pensioners, widows and early retirees.



	Cost Ratio

     Paid claims cost ratio

     Incurred claims ratio

     Net cost ratio


	Is the result of Paid Claims divided by Premiums

Is the result  of Incurred Claims divided by Premiums

Is the total of all Claims liability and all expenses divided by Premiums.



	Copayment
	The charge a Member is required to pay to the provider for certain health care services as required by the Member’s Contract.  Typical co-payments are fixed Rand amounts for doctor visits, prescriptions or hospital admissions.



	Credibility
	A term used to measure the reliability of claims data for a specific group for projecting future claims liabilities and, therefore, Premium requirements.  If a group is described as having high Credibility, that means that the Claims data is judged to be very reliable for projecting the future liability.  Generally, the larger the size of the group, the higher the credibility level.



	Custodial care
	Services which do not seek to cure.



	Deductible
	The initial amount which must be paid by the member before a claim may be made under a contract.  This may be on a per claim basis or for a specified period.



	Demographic Characteristics
	Refers to the demographic mix, primarily on age and sex, of the members within a group.



	Drug Formulary


	A listing of prescribed medications.  Under a closed formulary benefits are only provided for medicines in the formulary.  Under an open formulary benefits are available for other drugs based on the cost of the formulary drug.



	Eligible employees
	Are employees within the group who are eligible for health care coverage.  This may be on a voluntary or compulsory basis.



	Employee Contribution
	Is the amount the employee contributes towards Premium costs.  Employee contribution levels can have an impact on adverse selection and plan selection.  The Employee Contributions can be specified as a percentage, Rand amount, benefit level etc.



	Expected Claims
	Is the result of evaluating previous Claims Experience for a given group and then projecting a future expected claims (usually Incurred Claims) level.  This is an important part of an Experience Rate setting process.



	Experience
	Is another term for Claims Data.



	Experience Rating
	Is the process of setting rates based partially or in whole on historical or projected Claims Experience for a specific group or pool of groups.



	Family size
	The number of beneficiaries within a given family contract.  



	Fee for Service
	Is a form of payment to providers where the providers receive payment on a per service basis.  This payment form is generally contrasted with Capitation which pays per person, not per service.



	Fee Schedule
	A listing of codes for medical services with pre-set payment amounts.



	Generic drug
	A chemical equivalent of a brand name drug.



	Health Maintenance Organisation (HMO)

       Staff model

       Group model

        Individual Practice

        Association                                                                        


	Is a medical care organisation organised to deliver and finance health care services.  An HMO provides comprehensive health care services to its Members for fixed, prepaid Premiums.  HMO models differ according to the type of relationship they have with Providers and Members.  Some models are:

HMOs employ medical specialists to provide health care to their Members.  All premiums and other revenues accrue to the HMOs which compensate the medical specialists by salary.

HMOs contract with medical specialists organised as a partnership or professional corporation.  The HMO compensates the medical group at a negotiated per capita rate, and the group is responsible for compensating the medical specialists in the group.

HMOs contract with and IPA entity to provide health care services in return for a Capitation fee.  The IPA in turn contracts with medical specialists who continue in their existing individual or group practices.



	Hospice


	Care for the terminally ill.

	Incurred But Not Reported Costs (IBNR)
	Are costs associated with health care services incurred during a financial reporting period but which have not been reported to the scheme until after the financial reporting date.



	Indemnity
	Is a health scheme where the insured person is indemnified for his or her medical care expenses.  The insured or the provider submits the claims to the scheme for payment.




	Industry Factor
	Is an adjustment to a rating program for the type of industry of the prospective group.  Industry factors generally range from 0.7 to 1.3 with 1.0 as the average.



	Long term care
	A contract to provide custodial care benefits after retirement.



	Margin
	In an experience rating formula is that portion of the Premiums which allows for the Claims to be higher than expected but still less than Premium.



	Member
	Is the contract holder responsible for paying premiums to the scheme.



	Morbidity


	The likelihood of medical care expenses occurring.  This is usually measured according to age and sex.



	Mortality
	The likelihood of death occurring.



	Open Access
	Is the member’s ability to self-refer to speciality care.  Under a closed panel, a referral is required from a primary care provider.



	Open enrolment
	A period during which no underwriting is applied to scheme applicants.



	Outcomes
	The results of medical services usually measured as an improvement in health status.



	Out of Pocket Costs
	Are amounts which members are required to pay for medical coverage.  These could arise as a result of co-payments, deductibles, benefit limits or exclusions.



	Pooling
	Is generally used to describe the combining or pooling of risk for all groups or a number of groups into one risk pool.  This is in contrast to group specific experience accounting.  Examples of pooling are small group pooling or large claim pooling.  Under large claim pooling, all individual large claims are pooled and the cost of these is spread over all members.



	Positive selection
	Is the reverse of adverse selection and occurs when a scheme enrols a better risk than the average risk of the current membership.  This may be because the new members are healthier or younger on average.




	Preferred Provider Organisation (PPO)
	Is a program where contracts are established with providers of medical care in order to reduce the cost of medical care.  Providers under such contracts are referred to as preferred providers.  Usually better benefits are available for services received from preferred providers.  Members may be allowed benefits for services from non-participating providers on an indemnity basis subject to limits or co-payments.  The participating providers may be paid on a fee for service or capitation basis.



	Premium
	Is a consideration paid to a scheme for providing coverage.  For medical schemes this consideration is referred to as a contribution.



	Provider
	Doctors, dentists, hospitals, pharmacies, physiotherapists etc.



	Rebate
	A monetary amount returned by a manufacturer based on drug purchases.



	Risk analysis
	Is the process of evaluating the expected medical care costs for a prospective group and determining what product, benefit level and price to offer in order to best meet the needs of the group.



	Subrogation
	A recovery from a third party on behalf of an insured person.



	Third Party Administrator (TPA)
	Is an administrator providing claims processing and/or other services to self-funded group health programs.



	Trend
	Is an assumption regarding the inflationary increase in the cost of medical care.  This is influenced by the cost of medical services as well as the demographic profile of the beneficiaries.



	Underwriting
	A prospective risk assessment for the purposes of determining premium level and/or benefit eligibility.



	Waiting period
	A time period which must elapse following a member’s enrolment before which they are eligible to submit a claim.  This may apply to non-emergency services only.  A waiting period may also apply on a claim basis, for example, the number of hospital days which must elapse before a claim can be made.
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