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MESSAGE

FROM THE CHAIRPERSON
The term, ‘Annus horribilis’ (a Latin
phrase, meaning “horrible year”), was
used in 1891 to describe 1870, the
year in which the Roman Catholic
church defined the dogma of papal
infallibility. This term was also used
by UN secretary-general Kofi Annan
in his year-end press conference on
21 December 2004. He reflected:
“There’s no doubt that this has been
a particularly difficult year, and I am
relieved that this Annus horribilis is
coming to an end”. His remarks were
widely interpreted as having alluded to
persistent allegations of corruption in
the UN’s Iraq Oil-for-Food Programme.
His remarks came just days before the
deadliest event of the year, the Indian
Ocean tsunami on December 26.
One can only speculate what words
this statesman would have used to
describe 2016 in the South African
context – taking into account corruption
allegations against the President;
Nkandla; the economy that is circling
junk status; the drought; #FeesMustFall;
Springbok rugby; state capture and the
Guptas (to name but a few!) ... maybe
Annus terribilis?
Among all of this, KeyHealth stood out
as a shining beacon of good news
and positivity! The year 2016 saw a
definite improvement for the Scheme
in respect of financial stability and
member turnover.

The year started with the Scheme
showing positive membership growth.
While this growth was small, it continued
throughout the year which resulted
in the Scheme performing well and
growing responsibly. We have found
that the younger generation seems
to have found KeyHealth appealing
and this has most probably been as a
result of our focus on digital marketing
and an effective TV advertising
campaign. As a result, the average
age of membership of the Scheme
has dropped. This is something that we
haven’t been able to achieve for many
years now.
On the financial front, the Scheme
also did well and it is projected that
our solvency or reserve level will
remain above 30%. This percentage
is well above the level required by the
Medical Schemes Act.
Medical inflation continues to rise
alarmingly and this affected the
entire industry. As a result, the majority
of medical schemes were forced
to announce 2017 double- digit
contribution increases. Some increases
were even as much as between
12%-15%. KeyHealth was a notable
exception to this rule. Our average
contribution increase for 2017 was
only 9,3%!

The Board of Trustees continues to meet
regularly and monitor the performance
of the Scheme and its member
satisfaction. Our administration is in the
capable hands of PPSHA. Our service
levels are strictly monitored and the
Board is kept informed at all times. We
pride ourselves on ensuring service
excellence for our members.
On behalf of KeyHealth Medical
Scheme, the Board of Trustees,
management and staff we wish to
thank all our loyal members for their
continued support and the responsible
manner in which they managed their
medical scheme benefits during the
year. We are looking forward to what
the new year has in store for us and trust
that we can continue to build on the
successes of 2016.

We wish you and your
family a very happy
festive season and a
prosperous, successful
and healthy 2017.
Jan Greyling
Chairperson

BROKERS WITHIN THE MEDICAL SCHEME INDUSTRY

WHAT YOU NEED TO KNOW
All medical schemes in South Africa are governed by the Medical
Schemes Act (MSA) and individual Scheme Rules.
The Medical Schemes Act (131 of 1998)
was introduced in 2000, and one of the
major changes to the industry was that
it allowed for the entry of brokers (also
referred to as intermediaries or financial
advisors) into the market. Prior to this, a
medical scheme was not allowed to
contract with a healthcare broker. Shortly
after the implementation of the MSA,
the Financial Advisory and Intermediary
Services (FAIS) Act came into being.
This meant that brokers were now strictly
regulated by both the Council for Medical
Schemes and the Financial Services Board,
and had to obtain accreditation from both
bodies to operate within the industry. The
abovementioned legislative framework
protects members of medical schemes
against any inappropriate/unlawful actions
by brokers. Brokers are required to comply
with both pieces of legislation and if they
contravene one of the Acts and action
is taken against them by that regulator, it
affects their position with respect to the
other Act, and they face possible sanction
by the other regulator as well.
Since 2000, medical scheme brokers
have played an increasingly important role
as intermediaries between the medical
scheme and its members. They essentially
became a “buffer” for members in their
interaction with their medical scheme,
therefore enhancing the members’ service
experience. The MSA defines broker
services as the introduction of members to
a scheme and the provision of continuing
services, the latter being the biggest part
of what is expected from a broker. This
includes handling client requests, inquiries,
instructions, complaints and claims. To
ensure that brokers can deliver on the
abovementioned services, they are
required to enter into an agreement with a
medical scheme that allows them to sell
that particular scheme’s products and to
provide “aftersales service” to members
in line with the scheme’s benefits and
services. This agreement also contains
a service level that the broker needs to

adhere to with regard to services provided
to the member. This notwithstanding, the
broker is required by law to always act
in the best interests of the clients, and to
provide the best advice regarding their
healthcare needs and requirements at
all times.
There are two types of healthcare brokers,
independent brokers or tied agents.
An independent broker is not linked
or attached to any medical scheme,
and can either be an individual person
or an employee for a brokerage firm.
There are no restrictions on the number
of schemes independent brokers may
have agreements with. Apart from always
providing clients with the best service,
they are required by law to allow clients/
potential members a choice of which
medical scheme to join.
A tied agent is a broker who is “tied” to a
specific scheme and only promotes the
products of that specific scheme. This
broker has to declare upfront to a client
that he only acts on behalf of a specific
scheme. KeyHealth has no tied agents and
only deals with independent brokers. The
Scheme currently has agreements in place
with approximately 300 brokers.
So who pays for the services of a broker?
The medical scheme industry differs from
other insurance sectors when it comes
to the payment of brokers – they pay the
broker’s monthly commission, and not
their members. Although the medical
scheme pays this commission over to the
broker, the amount payable is obtained
from a member’s monthly contribution to
the scheme. The maximum commission
payable to a broker is prescribed by the
MSA. This commission is calculated as 3%
of a member’s monthly contribution, up to
a maximum of R91,20 (including VAT) per
month. It is important to understand that a
member’s monthly contribution will remain
the same whether the member makes use
of a broker or not.

So this begs the question – does a
member have to make use of a broker or
not? The answer is a simple no. When a
member joins a medical scheme he/she
can do so with or without the assistance
of a broker. It is the member’s choice,
and the medical scheme has no say in
this decision. If the member chooses to
appoint a broker, the medical scheme
is obliged to pay the required monthly
commission to the broker. If the member
chooses not to appoint a broker at that
stage, no commission is payable for
that member. Members do not have to
appoint a broker at the time of joining the
medical scheme. They can appoint a
broker at any stage of their membership to
manage their medical scheme affairs. The
medical scheme would however, in this
instance, require a written instruction from
the member, to initiate payment of the
commission to the relevant broker.
Members may also at any stage decide
to terminate the services of the broker. This
usually happens in instances where the
member is not satisfied with the broker’s
service. In this case the member must also
inform the medical scheme, in writing, so
they can stop commission payments to the
particular broker.
KeyHealth has good relationships with its
contracted brokers. Brokers are a valuable
part of the Scheme’s growth strategy
and perform an important function in
looking after the health and well-being of
our members. Since brokers get paid to
provide members with continuous support
and advice the Scheme will therefore, on
an ongoing basis, monitor the services
rendered to our members by the brokers,
in order to ensure that the brokers adhere
to the service levels stipulated in their
agreements with the Scheme. Members
are advised to do the same, to ensure
that they receive the best possible care as
regards their medical scheme at all times.
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