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ACTUARIAL SOCIETY
OF SOUTH AFRICA

EXAMINATION
19 May 2023 (am)

Subject F201 — Health and Care
Fellowship Applications

Time allowed: Three hours and twenty minutes (which includes five minutes for downloading and
uploading your answer document)
Total marks: 100

INSTRUCTIONS TO THE CANDIDATE

Ensure that you are logged in and authenticated through Examity before you attempt the examination.

The question paper is only available in the ASSA Exam Platform as a PDF download and may not be printed.
Copy/paste of questions or parts thereof is allowed from the question paper to your Word answer document
only.

Download the Word answer document template from the ASSA Exam Platform. Save this Word answer document
on your desktop using your Candidate Number as filename. You are required to submit your answers in Word
format ONLY using this document. No answers in any other format (e.g., handwritten) will be accepted. Save
work regularly.

Ensure that your Candidate Number appears in the “header” of your Word answer document. [Double-click on
the header at the top of the Word document, input your Candidate Number only in the header, then press “Esc”
to close the header.] Do not use your name or member number anywhere in your Word answer document.

You may not access any file from your computer, use any other computer program (e.g., Email or Excel), or
open any other browser during the examination.

You may not use any other material (e.g., a Formulae and Tables book) during the examination. Any such
information that may be required will be provided to you within the examination.

You are strongly encouraged to use the first 15 minutes as reading time only, however, you may start answering
the paper whenever you are ready.

Mark allocations are shown in brackets.
Attempt all questions.

Show calculations where appropriate. You may use blank paper to carry out rough work calculations. You may
use a calculator from the approved list only.

Upload your Word answer document only into the ASSA Exam Platform. Once you have uploaded your
document, you must click on Finish Attempt to save your document. You will still be allowed to go back and
make changes (Review Attempt) if you have time.

Once you are satisfied with your uploaded document, click Finish attempt and Finish all and Submit. Once
you have submitted you will not be able to make any changes.

You must submit your Word answer document BEFORE the end of the allotted examination time. You should
stop writing and start uploading during the last five minutes. Take this into account when planning your review
and submission. There will be no time announcements.

Note: The Actuarial Society of South Africa will not be held responsible for loss of data where candidates have
not followed instructions as set out above.
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QUESTION 1

You are a Healthcare Actuary employed in the Technical Marketing division of Certainty
Health (Pty) Ltd. This company is a diverse South African financial services provider which, inter alia,
operates as a medical scheme administrator, a managed care organisation and a health insurance
provider. Furthermore, Certainty Health (Pty) Ltd is a market leader in the private healthcare industry
for:

e administering Certainty Health Medical Scheme, one of the largest open medical schemes in
South Africa, which offers a wide range of benefit options; and

o offering Certainty Health Emergency Cover, a standalone health insurance policy offering
accident and trauma cover that indemnifies policyholders against the cost of these.

Certainty Health Emergency Cover has gained significant market share over the last few years.

A broker has requested you to assist with a detailed presentation for a potential corporate client who is
interested in offering emergency healthcare coverage in the private sector for its uncovered employees.
The broker intends to position Certainty Health Medical Scheme and Certainty Health Emergency
Cover as two potential solutions, ensuring the relative differences are conveyed in the presentation.

a. In planning the content of the presentation, you have been asked to elaborate on five themes —
each with equivalent importance. Compare and contrast these two products in terms of the
following five themes:

Legislation and regulations.

e Product design philosophy and the needs the product aims to meet.
o Drivers and nature of claims experience.

e Underwriting and pricing.

e Reinsurance.
[50]

The broker is comfortable to present the relative merits of the two products to the client with your
assistance, but is unsure which of the two products to recommend, and is interested in your opinion as
to which product is most likely to meet the client’s need best.

b. Discuss what you would include in your response to the broker. [10]

[Total 60]
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QUESTION 2

You are a Healthcare Actuary employed by a South African consulting firm specialising in medical

scheme actuarial services.

The Board of Trustees of the Clarity Medical Scheme reached out to your firm for an independent
opinion regarding key financial assumptions to use for forecasting purposes with respect to future

calendar years.

The request stems from extraordinary changes in recent industry trends which the Board of Trustees
previously relied upon - as depicted in the following figures visualising industry average financial

indicators over time from 2018 to 2022.

Figure 1 - Consumer Price Inflation vs Figure 2 - Consumer Price Inflation vs
Medical Inflation Single Exit Price Adjustments
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Figure 3 - Consumer Price Inflation vs Figure 4 - Consumer Price Inflation vs
Medical Scheme Contribution Increases Tariff Increases
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a. Define and briefly explain each of the following terms referenced in the figures above:

i. Average Consumer Price Index 2]
ii.  Average Medical Inflation [2]
iii.  Single Exit Price Adjustment [2]
iv.  Average Medical Scheme Contribution Rate Increase 2]
V. Average Tariff Increase [2]

b. Explain how you would rely on each of the metrics referenced in the above figures to set financial
assumptions for short to medium term forecasting purposes, and how you might go about setting
the assumptions. Your explanation should include how these metrics relate to each other.

[10]

A year later the Board of Trustees of the Clarity Medical Scheme reached out to your firm again after
economic and industry publications were issued including the actual values of the financial assumptions
you estimated, which are different from the assumed values. The Board of Trustees requests you to
justify the differences between the actual and assumed values which your firm recommended.

C. In response to the Board of Trustees’ request, discuss why there might be differences between
the actual and assumed parameter values for each of the financial assumptions.
[10]

The Board of Trustees of Clarity Medical Scheme also requests you to quantify the financial impact on
their forecasts due to the variance from expectations.

d. Describe how you would perform this exercise. [10]
[Total 40]

[Grand Total 100]
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