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RE: Curminent on Proposad Amendment of fegulztions vader Baction 70 ot tiie Shosi-term lisurance
Act

Premier Growtn Group (Fly) Limited (*The Untimited’) 15 an authoriced financial sarvices Fravder, and holde
several categary 1 FSP licenses. The Unlmited provides, amongst other things, intermadiary seivires in
respact of policias undsresitten by Tentriq Insurancs € ‘arpany Linited, inclugiy wecdent and heslth pelicias
as defined in tha Shoit-terin Insurance Act {‘the Act"). The Unlimited has noted, with con>2in, the document
published ot 2™ Marth 2012 ertitied ‘Shart-term Insurance Act, 1808; Publicatiun of Proposed Amendment of
Fegulations made under Section 70 fer Public Commant’ {"ihe Regulations”)

We respectiully submit that the Regulations will 2reate rore corfusion than they seek to clear up. In this
reqard:

Concsrn 1 - Accident and Hoalth Policies that pay benefits on the happoning oi a disakility event

The Regulaions are not evnicit that aceident and health policies that provide policy benafits on the happening
uf a disability event (‘Disability Policies” ) fall outsids the ambit of the Regulations {except to the extent that
hev 1elatz to frave! insurance). Tris much 's implied, however, as the Regulations are virtually devoid of any
reference to disability events. It is imperative that this is clarfied.

The Disability Policies sold and zdmirisierad by The Unlimized provide lump sum policy benefits to cover
contingent liabilifies on the ocourr=nce of a disability avent, Sush Disability Pclicies do not provide cover:



1. todeiray expanditure incurred in the rendering ot any healh senvice. In this iegard the policy benefits are

not:
a.  ped to service providers, meadicat or otherwise:
b. cetermined by referencs to rmedical expenses incurred by a policyholder, The benefit is a lump =
benefit;
2. tomizka provision for the cbtaining of any relevant health sarvice.

We have surveyed policyholders who hevs successfully claimed under their Drsability Poficies. The reapenses
show tiial those pulicyholdars have apnlied the banefits raceived to a wide range of cointrgent expansas, over
and above medical costs, incurred whilst teraporarily disablad Incivding: the cust of purchasing 3 vehicle to
replace the vahicla the palicyholder was iraveiling in when the Ursabiiity evant (seaident) occurred, repairs to
vehicles; payr it of school feee; purchasing groveries: lesure activities whilst recuperating; paving hord
insiallments, rent: attorney's jees; and tiavelling costs,

‘ery importantly, the coniingent expenses paid by ow policyhcloors’ provide compeling evidsnes that
Disability Policizs do not compete with, and accordingly dn net hasm the medical schemes onvivonment. We
attach a sample of the rasponses transoried from the vaice lugs. Those voice logs can be made availabie to
You on Fequasf

Ciiver than in categories 5 and 8 (international and Domestic havel msyranc2) in {he teble at sub requialien
7.2 of the Rsgulations, nowhere elss are disability everts addressad ir: the Regulations. In the circumstances
our view is that Disability Policies fall within the general definition of ‘acaidant and healty policy’ in the Acl and
are not impacted by the Regulztions at all. The Unfimited accordingly requests that this be confirmed prior 1o
enactment $0 as to avoid any possible confusion.

It is imperative that accident and health policies that provide policy bensfits on the happening of a disability
event are not impacted by the Regulations. Having said that we do not believz It is Government's intention
that such policies are atfoctad in any way. IF the Regulations ars net clarified in this respect, hownver, we shall
continue on'the basis that Disatility Policies fall outside the arabit of the Regulations {save for categorias 5
and 85).
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Corivern 2~ Ascident and Health Foliciss that pay banefits on (he happening of a healih event

As a geneial comment we see no anod reason for the inclusion of the category 1 polivies in the Requlations.

Polisies whish provide for tass of incarne and contingency expenses, othar thar madical evpenses. do not on

ay appreach create a theeat to the viability of medical scherres, non dn they provids an indemnity Tor medical

expenses. Furthermore, the Explanatory Memorandum sat out In Schedule B states that catzgory 1 polices

“mgy not pravids policy benefits i slaiing to medical cxpenses essociatad with o health eveni”. In light of that

explananion such pulicies should be pernmitted without 2ny imitations or restrictions.

In light of tha above we fall to understand why catenory 1 paiicy bensfits payable on the occurrence of a

heailth avant will be limited to 70% of a polieyholdar's net daily intome. Once again we feel that clarffication is

needed In this nigard:

o

how was the 70% limiiation araved at? By tinpasing a fimit, the inferance is thai the limit takes a puolicy
cutside the ambit of the Medical Schemas Act and brings it within the ambit of the Short-term Insurance
Art,

when ons considers that medical schzmes do net indemnify thair members for loss of mcome o
contingent e penses, what is the rationale for the proposad lirnifation on these benefite?

wiiat 1s meant by incoma? How wauld daily income be calculater - by dividing monthly income aver the
actual number of davs in a calerqdar month, or the average number of working deys in a month (21 97,7
the current category 1 policy bansfits require benafits that cover boti loss of incume and contingency
espenses. The use of the word "and”™ is conjunctive, not disjunctive. Was this intended?

by limiting banefits to T0% of net daily incorie, the cover provided by such policies will be substanfially
diluted. The Unhmited currently administers in evcess of 225,000 accident and health policies, The

average ircome of those pelicyholder's, hased en information received from credit bureauy, is R 9,160.00
per month. By imposing & 70% limit relative to daily income, policy benefits would be restricted to-
approximately R 235 per day on average (caiculziad over 21.67 working days in a rionth) versus the R
1.000 daily cover currently provided No data has been produced to show that paving a policyholder an
additienal R 705 per day would cause hamm to the medical schemes environment;



8. B&Y. of policyholdeis servicad by The Unliniited 2arn less than | 9,000 per 1nonin. Medical 21d covor is
Eevond the financial means of the majorny of thesa policyholders. Accident and health policies address a
real need in the marketplace for iow inzome consumers who ara i despaiaine need of meaninafut cover
whan faned with contingant enpenses aftzr a haalth event By linking benefits to daily income, hoveaver,
the most vulnerablz mombers of snciety wiil be preiudicad 1ather than those persons whe can afford
merical schemne contributions;

7. As contingent expensas incurred fnilowing a hea'th event cannot be foreseen, plicyholders may ba
sevirrely prejudiced éllo;ﬂd benefits be linked w a policyholdars incoma. In this regard contingant
expenses incurred duc to a healih even: could iar excead a policyholder’s Incerie, See the data provided
in clauss 5 zibove in sugport of this subrission,

B implementing a benefit limit bassd on income will also create substantial Ingistical criallangas. [n this
tegard.

a o ensurs that policyholders are not over-insurad refative to the 70% limi insurers and thair
intermediaries will need to assess whather polcyholders havs mliis acciiént and hoalth prdicies
providing lunw sum 21 income repiacemend policy benedits. This will lead o additional administrative
ccets ard compleity in the sales andfor cleims process,

b calculating the quantum of a claim where a policyholder is in iregular employrasnt or is unemployad
will be difficult, if not impossible, to establish. This could mean, in practice, that cover could only be
provided to psople who are self-emiployed or who are in stable employmeit. Pergons wha berome
unempioyed after entering into a policy may be especially prejudiced if they subsequently have a
ciaim — how would the quantum of the claim e calsutated, or would the oy nead to be cancelled?

We accurdingly propose that.

9. the determination of policy benefits relative to income ke removed enlirely if a limit on policy bensfits s
dzemed necessary, sush limit shculd be sat by rofarence to a fixed rand amount - Idealy no less than R
5,000 per day to ensurs that berefits provide mezningful cover for contingent liabilities, alternatively

10. should Goverrimant want to ensure that neczons whe can afford medical aid contiibutions do not take out
accident and health policles as a subsiitute for medical scheme benefits, thareby underminitig the
principles underpinning medical schemes, this can be achieved without adversely affecting that segment
of the population that are not able to afford medical scheme contributions - for erainple by setting the
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daily bensfit bmit as e groater of a fixed amount (2.g. R 5,000 ver day or a parcertage of nat daily
incorns {which would provide a 'catch net for higher inc-ome eamers that can afford medical covar).

Concein 3 ~ Scope of Ministors Antihoiily

Finally, we noie that the Minister, in seeling to deigate to the Registrar of Shori-terry insurance ihe pawears
set out in sub-regitlations 7.4(3) and 7.5(3) in particular, will be acting outside the scops of hie authority. The
Minister goes beyond what is presaribed in saction 70(11 of the Act and jrovides the Fegistrar with PWETS 1ot
envisaged by tha Act. For exampls sub-regulation 7 4 will ampower the Ragistrar to.

"(a) pronibit the insurer from introduing or faunching ine accideit et health polizy; or

) instivrt the msursr to stop offering or renewing those accident and haalth policies to the public and
within 0 riays of the date determined by the Registrer, terminate any accideni and health pofizy

By draiting the Reguiations in this mzinner, the Nimicter has Jone beyond the powsrs expressly conferrad on
hira by the Act The Requlations would, in that respect, bz iilegal in oul view.

In conclusien, any pnssible unintended conszquences the Regulations may have on accwient and health
polizies which do not do the business of 3 medinal scheme, or cause harm to medical schamas, must be
avoided Gevammen: has not provided zny facts in support of I's cuntention that medical schemes ara being
uriderminzd by aocident and heslth pelivies {taken out by persons who cannot afford medical scheme
contributions). Govyernment has stated that

1. certain actident 2nd nealth insurance products are harming the medical schemes environment by
attracting youngsr and generally healthy persons out of madical schemes;

2. ifteft unchecked the practise could result in the affordability of medrcal schemes being adversely affected
due to fewer low risk individuals (belng the younger and generally healthler paizous) joining medical
schemes and whose membershin effecuvely subsidises high risk members {being older and less healthy

persons)

Bearing those concerns in mind The Untimitad would [ike to make the following further submissions-




The limited

80.9% of polizyhclders on The Unlimited's books who have accident and health policies zr2 oider than
30. The overwhelrairg riumber of these nolicies are not being taken Up by yourige: members of sociaty;

i a 200G judginint delivered by the Suprame Court of Appezl (n the matter of Guardrisk lnsurarce
Cornpany Limited vs Registrar of Medical Schemes. the Suprame Court was acked to consider the
definition of the 'business of a medical scheme’ in the Medical Schemes Act in relation to the definition of
acsidant and health policy' 1n the Short Term Insuiance Act in ordsr to determine whnether certem
gocident and health policiss offered by Guardrisk fsll within the ambit of the business of a medical
scheme. At paragraph 21 of tha jidgmant the Court held that thare was “no fectua! indicsiion befois el
thet the poficies of f[Guardrisk] are undernining or would undennine the Medical Schemes Act, or would in
any way effect the viability of medical schemes in general’ {our emphasis added). The Court found in

favour of Guardiisk.

We would b2 hzpry to discuss any aspect of this corrsspondence with you, and thank yous for the opportunity

fo make this submisaion



