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QUESTION 1 

 

You are an actuary who has been requested to design and price a new product suite of Prepaid Global 

Fees to give patients certainty and transparency when planning for a surgery or medical procedure.  

 

The target market is cash-paying patients who will pay upfront for this product and get peace of mind 

that the costs related to the procedure are covered. This product promises that there are no hidden fees, 

nor any out-of-pocket expenditure following the procedure. 

 

The price of the product must include the costs related to the procedure – including the specialist and 

hospital costs, any prescribed medication and post-operative follow-up, if required. In the event of any 

related complications, those costs are covered by the Prepaid Global Fee too. 

 

 

i. Discuss the features of the product’s benefit design philosophy and how these might support 

demand for such a product. 

         [10] 

 

ii. Describe the nature of the surgeries or medical procedures that could be considered for cover 

under such a product. 

          [10] 

 

iii. Explain how you would determine a price for such a product that would satisfy the benefit design 

philosophy as discussed in part (i). 

            [15] 

 

The outcome of the pricing exercise is that it is difficult to achieve affordable prices for certain 

procedures. 
 

iv. Outline ways in which the price can be reduced to support affordability, stating any deviations 

from the benefit design philosophy from part (i) in doing so, in each case. 

            [15] 

 

[Total 50] 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

REMEMBER TO SAVE 

PLEASE TURN OVER 
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QUESTION 2 

 

The following graphs are compiled with data from Statistics South Africa and the Council for Medical 

Schemes’ annual reports. 

 
Figure 1 - Medical scheme population as a percentage of total population by age and gender (2017) 

 
 

Figure 2 - Distribution of restricted medical scheme 

population by age 2006 vs 2017 

 

Figure 3 - Distribution of open medical scheme 

population by age 2006 vs 2017 

 
i. Discuss, with reference to the graphs above, the extent and effects of anti-selection faced by the 

South African medical scheme industry. Define all terms used in your discussion. 

            [15] 

 

ii. Outline the underwriting tools available for South African medical schemes to counter anti-

selection. 

            [10] 

 

iii. Explain the effectiveness of the underwriting tools outlined in part (ii). Include an explanation of 

how you would assess the effectiveness of each underwriting tool. 

            [12] 

 

iv. Outline other ways - apart from underwriting currently allowed by regulation - to combat anti-

selection. 

            [13] 

 

[Total 50] 

[Grand Total 100] 

 

REMEMBER TO SAVE 

END OF EXAMINATION 
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