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QUESTION 1 

The Council for Medical Schemes Annual Report shows that the average age of beneficiaries covered by medical 

schemes increased to 34.2 years as of 2024, as illustrated in Figure 1 below.  

Figure 1: Average Age of Beneficiaries (2004 – 2024) 

 

Source: Council for Medical Schemes Annual Report 2024  

Figure 1 displays five metrics over time: three as line graphs and two as bar graphs. The black bars indicate the 

average beneficiary age per year for open medical schemes excluding the Discovery Health Medical Scheme 

(DHMS). The gold bars indicate the average beneficiary age per year for restricted medical schemes excluding 

the Government Employees Medical Scheme (GEMS).  

Answer the following questions regarding the medical scheme beneficiary population and/or any 

relevant sub-populations or segments illustrated in Figure 1, considering both the reporting period 

indicated in Figure 1 and any subsequent timeframes. 
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i. Identify three distinct demographic trends in the medical scheme population. For each trend, briefly 

explain: 

• why the trend is occurring, and 

• the impact of the trend on claims costs. 

[6] 

ii. Identify three distinct trends unrelated to medical scheme demographics that have impacted 

utilisation and claims costs. For each trend, briefly explain: 

• how the trend increases healthcare utilisation, and  

• how the trend leads to higher claims costs for medical schemes. 

[6] 

iii. Discuss the nature of anti-selection in medical schemes. 

[4] 

iv. Discuss how the following three proposals, coupled with standardised benefit packages, could have 

impacted the long-term cost of claims for medical schemes, had they been implemented: 

• Risk equalisation; 

• Mandatory membership; and 

• Risk-based capital requirements. 

[6] 

 

Insurance products exempted under the demarcation regulations offer healthcare benefits and pricing structures 

that medical schemes cannot.  

v. Discuss the nature of risk-rated premium structures for insurance products exempted under the 

demarcation regulations. In your discussion, include the following:  

• how these products interact with medical scheme risk pooling, benefits and pricing; and 

• how these products impact medical scheme risk pooling, benefits and pricing. 

[8] 

 

vi. Describe how the medical scheme environment and the healthcare insurance market could evolve over 

the next 5 to 10 years, if current healthcare industry trends (both demographic and non-demographic) 

persist and the current regulatory framework remains unchanged. 

[10] 

[Total 40] 
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QUESTION 2 

Several open medical schemes in South Africa have experienced a rapid growth in expenditure for cancer-related 

claims, placing pressure on scheme affordability and sustainability. This is partly driven by an increase in the 

prevalence of cancer claimants and the utilisation of new and high-cost cancer treatments.  

You are part of the actuarial team advising a large open medical scheme. The scheme offers cancer-related 

benefits through the PMB entitlement and additional benefit option-specific cancer-related limits. 

 
i. Discuss key factors contributing to the rise in cancer-related claims costs for a medical scheme. 

[7] 

ii. Outline the considerations relevant to actuarial projections when forecasting future cancer claims costs 

for this medical scheme, with reference to uncertainty about future treatments. 

[8] 

 
The Board of Trustees has asked that the scheme consider revising its cancer-related benefit design across all 

options, including changes to limits, reimbursement levels, designated service provider arrangements, and 

managed-care protocols to influence costs.  

 
iii. Discuss the main actuarial considerations relevant to benefit design and member behaviour in this 

analysis.  

[10] 

 
A pharmaceutical company has launched a new cancer drug, OncoLife, reporting significantly improved survival 

outcomes compared to current therapies. The Trustees have requested that you evaluate the cost-effectiveness 

and affordability of funding this drug for scheme beneficiaries, given that it is significantly more expensive than 

existing alternatives.  

 
iv. Describe how you would conduct an evaluation of OncoLife on behalf of the medical scheme. In your 

description, include the following: 

• the data requirements, 

• the modelling approaches, with specific references to the following methods: 

o Cost-effectiveness analysis 

o Cost-benefit analysis, and 

o Cost-utility analysis. 

• the basis for any assumptions. 

[12] 

 
v. Based on your answer to part (iv), discuss affordability considerations for both this medical scheme and 

the wider medical scheme industry when deciding whether and how to fund this drug. 

[8] 

 
[Total 45] 
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QUESTION 3 

The Board of Trustees of a small restricted medical scheme has approved and begun implementing a pricing 

strategy to achieve break-even at the gross healthcare result* for the current and next year. 

Key features of the strategy: 

• Contribution increases are higher than historical levels; 

• The aim is to correct prior under-pricing; 

• Excess reserves built up during COVID-19 are being reduced. 

Other considerations: 

• The sponsoring employer subsidises some members; 

• The scheme is exploring amalgamation opportunities. 

Discuss the implications of this pricing strategy and amalgamation intention for the scheme’s investment and 

reserving strategy. In your answer, consider the effects on members and the sponsoring employer. 

*Gross healthcare result refers to the scheme’s total income from contributions minus the total amount paid 

out in claims and managed healthcare fees. 

[Total 15] 

 
[Grand Total 100] 
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