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No. 61 1 

DEPARTMENT OF HEALTH 
2 June 2008 

IWBLICATION OF RILLS IN TERMS OF PARLIAMENTARY RULES ( N A  RULE 

241 / NCOP RULE 186) 

The Minister of Health intends to table the bills following hereunder in Parliament this 

year The Bills and their respective memorandums setting out the objects of the Bills are 

hereby published as required by National Assembly Rule 241(1) and the National 

Council of Provinces Rule 186(1) 

1 'The Medical Schemes Amendment Bill, 2008 

2 The National Health Amendment Bill, 2008, and 

3 The Medicines and Related Substances Amendment Bill, 2008 

~~&<- ie i  
DR ME TSHABALALA-MSIMANG 

MINISTER OF HEALTH 
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GENERAL EXPLANATORY NOTE: 

1 1 Words in bold typc in square brackcts indicate omissions from existmg enactments. 

Words underlined with a solid line indicate insertions in existing enactments. 

DRAFT BILL 
To amend the Medical Schemes Act, 1998, ,so as to provide for risk equalisation among medical 
schemes; to amend and insert certain definitions; to provide for the establishment of a risk 
equalisation fund; to extend the functions of the Council for Medical Schemes in relation to risk 
equalisation; to provide for the application of risk equalisation to medical schemes; to provide for the 
provision of information by medical schemes to the Council for Medical Schemes for purposes of risk 
equalisation; to provide for the methodology and procedures for risk equalisation; to amend the 
provisions relating to benefits and contributions provided by medical schemes; to amend thc 
provisions relating to the composition of boards of trustees and eligibility of persons to serve as 
trustees o r  principal officers; to define the respective functions of boards of trustees and principal 
of fkey  to specify the powers of the High Court in relation to election processes; to amend the 
provisions relating to disclosure of trustee remuneration; to provide for good corporate governance 
guidelines and associated disclosure requirements; to amend the provisions relating to the powers of 
the Minister to make regulations; to amend the provisions relating to offences; to rearrange some of 
the existing sections; and to provide for matters in connection therewith. 

BE IT ENACTED by the Parliament of the Republic of South Afnca, as follows: - 

Amendment of section 1 of Act 131 of 1988, as amended by section 1 of Act 55 of 2001, section 1 of 
Act 62 of 2002, section 40 of Act 65 of 2002, and section 25 of Act 52 of 2003. 

1. Section 1 of the Medical Schemes Act, 1988 (hereinafter referred lo as the principal Act), is hereby 
amended by the - 

(a) insemon after the definition of "Appeal Board" of the following definition: 

" 'basic benefits' meals those benefits conleinplaled in section 325(1):"; 

(b) inserhon after the definition of "beneficiary" or the ibllowing definitions: 

" 'benefit' means the liability accepted by a medical scheme to render a relevant he2 
scrvicc or to dcfrav fccs or charms in rcspcct of provision of relevant health scrvice; 

'supplementary benefit ontion' means those additional benefits offered by a medical scheme 
in respect of which its members may choose to enroll:"; 

(c) insertion after the definition of "dependant" of the following definition: 

'financial transfer' means a financial transfer from the Fund to a medcal scheme or ffom a 
medical scheme to the Fund, as the case may be:": 

(4 insertion after the definition of "Mastcr" of the following definition: 

" 'material relationsl~iu' means a relatioi~sl~ip with. or interest in. a natural or iuristic person 
which in the view of a reasonable person would inlerfere with the independent iudgment of 
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" 'material relationship' means a relationship with. or interest in, a natural or iuristic person 
which. in the view of a reasonable person would interfere with the independent iudment of 
the officcr of thc medical scheme or prejudice the interests of the medical scheme or its 
members;": 

(1) substitution for thc definition of "pnncipal oflicer" of the followmg defin~t~on 

" 'principal officer' means [the principal officer] a person appointcd m terms of scction 
(57(4)(a)I SJUll:". 

(g) inserlron aficr Ilic definll~oo of'"~cslr~clcd u~crnbcrslup sclicme" of llic Tollot\'lng delilutlons 

" .- 'risl, e~ualisation' mcans thc swtcrn of financ~al transkrs to cnsurc thc shanng of cxpcctcd 
g s t ~ o T  prowdinl: bcncfils conl&~nplalcd 111 scchon 1 OB, 

kisk equalisation risk factor' nicans a risk faclol to bc uscd in thc calculation of financial 
transfcrs, as conlcmplalcd In scctlon I9L( 1 L 

kisk eaualised benefits' mcans tlic bcnciits In rcspcct of wh~ch nsk equalisation will takc 
placc. as contemplated in scction 19B,". 

(11) insemon after lhc dcfinilioii ol^"Scrvicc" of tlic following definitions: 

'sup1)lementary benefit oution' mcans thosc addihonal bcnefils offcred bv a medical schcme 
in respect of which ~ t s  iuenlbers n la~  choosc to enroll." 

" 'the Fund5 iiicans tlic bank account contemplated in section 1 K(1):": 

( i )  subsl~tution for the definition oT "this Act" of the following dcfiiiition. 

" 'this ALZ' includcs llic rcgulatio~~s[.I~: 

Amendment of section 7 of Act 131 of 1998, as amenclcd hy section 2 of Act 55 of 2001, 

2. Scclion 7 of thc pnncipal Act 1s hcrcb! amendcd bj llic ~nscrlioil of thc following paragraphs aftcr 
paragraph (0 

" 1/; 1) manage thc admin~stration orthe Fund In accordancc with lhc provisions of this Act. 

ifIZ) consult on a rcgular basis with icleva~l stakcholdc~s In rclahon (0 tlic iniphenta@ ol-risk 
cquahsat~on ." 

Amendment of section 13 of Act 131 of 1998 

3. Section 17 of thc pnncipal Act is hercby amendcd by thc substitution Tor subscct~on (2) or the following 
subscct~on: 

"(2) Thc financld ycar of thc Counc~l sllall cnd on 131 Dwember] 3 1 March in cach ycar." 

Insertior~ of Cl~apter 3A in Act 131 of 1998 

4. Tlic principal Act is hcrcby aincndcd by l l~c  insertion aficr scclion I9 or thc following Chaptcr: 

"CHAPTER 3A 
RISK EQUALISATION 
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Part 1: General provisions 

Scope and purpose of risk equalisation 

19A. (1) Subiecl to ~l ic  provisions o l  this Cliaptcr. risk e~ualisation shall apnly to each medical 
scheme and each such mcdical schemc shall comply with the terms 'and, conditions of risk 
cqualisation. 

Risk equalised benefits 

1YB. nit bcncfits in rcspcct of which risk cqualisation will apply sliall bc tliosc imscribcd in tcnns 
i f  section 67( 1 )(a), subiect to sucl~ IimiUtions as may be prescribed. 

Establishment of Risk Equalisation Fund 

19C. (1) Tlic Council sliall causc a bank account. to bc known as thc "Risk Equalisa~ion Fund," to be 
- -- 

opcncd a1 a financial inslitution. 
12) The Council must annually report on thc Fund as p'ari of thc rcpod contcmplaled in section 14. 
(3) The costs of managinn the Fund shall be paid for from the revenue of the Council rdised in terms 
of section 12(1) and the Council for Mcdical Schcmes Levies Act. 2000 (Acl No. 5X of 2000), and 
not kotn financial transfers to llic Fund. 

Fund to vest in and to he administered hy Council 

19D. ( 1) Money In thc Fund shall vcst in thc Council. 
(2) The Fund is undcr Uic conlrol and managcitient of llic Council. which - 

(a) nlusl utilisc the monev in Ihc Fund in accordance w~th  scctlon 19F only. 
(hi is responsible for accounlina for inorlev received in. and pay~t~crits rtrade from. llle Fund; and 
( 1  must ciiusc tlic nccessanl accounting and other rclated records tobe- 

Revenue of Fund 

19E. Tlic Fund sliall consist o k  
(ni financial transfers aid to the Fund in tcnns o l  section 190; 
(hi a e s t - m d  dividends derivcd Troll1 tlic investment of monev standing to tlic c~cdit of t l~c  

Fund; 
(c) administrative penalties uaid in tcrms of scction 10s: and 
(O') other money lawfidly paid into the Fund. 

Allocation d money in Fund 

19F. (1) All monev paid lo the Fund shall bc appropriated lor espendmrc by tlic C'ouncil in 
accordance with subsection (2). 
(2) The Council inusl appropriatc cspcndituuc for financial transfers to mcdical sci~emcs in 
accordance with thc risk cqualisation me tho do lo^\^ set out in this Chapter. 
( 3 )  With the exception of claims bv medical schemes in respect of financial transfers, no pel-son sliall 
in rcspcct of anv liability of the Council havc or obtain recoursc or 'any r i d ~ t  against monel standing 
to tilt credit of thc Fund. 

Investment of money not immediately required 
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19G. (1) Any money of the Fund which is not requred for immediate allocation may be invested in 
accordance ~'lt11 the Public Finance Management Act. 1999 (Act No 1 of 1999) and may be 
M ithdrawn when required 
(2) Any uncxpcndcd balancc of thc inoncy of tllc Fund at thc cnd of any financial ycar shall bc 
camcd forward as a crcdit to the ncxt financial ycar 

Separate financial records and financial statements 

19H. 11 ) Thc Council nwst cause scparatc accoun~ing records for tl1c Fund to be rnaintaincd must - 

preparc separatc annual financial statements for tlic Fund in accordance \vith gencral accepted 
accountinK practice 
(2) Thc Fund and thc rccords rcfcrrcd to 111 subscction (1) must bc aumtcd b) thc Auditor-Gcncral 
( 3 )  Thc aumtcd rccords rclcrrcd to-y subscction (I) must bc incomoratcd into thc rcport 
contcmplatcd in scction 14 

Information for ci~lculation of financial transfers 

191. (1) Every incdical schcme must at such intervals and in thc form determined by the Registrar 
submit to the Registrar such information as may be necessary for purposcs of: 

(a) ascertaining the nurnbcr of beneficiaries of cach medical scheme: 
(h) allocating beneficiaries to various agc catcgories; 
(c) allocating beneficiaries to various risk equalisatioi~ risk factors; 
(d) auditing thc corrcctncss of information supplicd bv thc incdical schcmc: and 
(e) preventing fraud. 

(21 lnformation collccted in terms of subscction (1) shall includc. in rcspcct of cvcw beneficiary of 
a mcdical schcmc - 

( ( I )  personal particulars. includinr~ Cull names, gender. identity number or passport nurnber 
in Ihc casc oC s non-rcsidcnl. datc or birth and. wlicrc applicablc, date of dcalh: 

(b) !he uniquc medical scheme nurnber of the bencliciarv and any other unique identifier 
assigned to thc beneficiary for purposcs of risk equalisation: 

(c) dctails of bcneficiaw status, including whcthcr thc beneficiary is a principal ~ncnlber, 
adult dependant or child dcpcndant and relationship to the vrincipal mernbcr. whcrc 
applicablc: 

(d) datc and details of thc enrolment and. whcrc applicablc. termination of cnrolmcnt oC 
thc bcncficiarv. including dctails of thc mcdical schcmc from or to which thc mernbcr 
transferred. whcre applicablc; 

( lhc name of thc bcnefit option on which thc bcncficiary is enrollcd and datc and derails 
of changc of bcncfit option, whcrc applicablc; 

(;li dctails of any waiting periods applicable to the bcncficiary: 
(c) information related to Ihc health status and claims lustow of beneficiaries, specifically 

in relation to health conditions or other factors identified as risk equalisation risk 
faclors in lcnns of scclion 19L( 1). 

(3)  Tlic Rcr+trar shall cnsurc that - 
(u) pcrsonallv idcntifiablc information is subiect to strict confidentiality; 
(h) hcalth status data and personally identifiable information arc never submitted 

sirnultancouslv bv a medical scheme in tcrms of section (1) and are stored and 
rnaintaincd in a manner that prevents simultaneous access to health status and 
pcrsonallv identifiablc information. 

(4) A request for acccss to information submitted in terms of tlus section shall be dealt with in terms 
of ilic Pro~nolion of Access lo Infor~iiatioii Acl. 2000 (Acl No. 2 of 2000). provided that rlic 
inrormation provided in terms thercof shall under no circumstances be capable of bcing personallv 
identified. 

Verification of information 
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19J. ( 1 ) The Re~istrar mav in relation to information provided in accordance with section 191, on 
written notice require a medical scheme to submit to him or her - 

((I) the information as spectfied in the notice: or 
(h) a report bv an auditor or bv any other person with appropriate professional skill, desimated 

by the Registrar. on anv matter specified in the notice. 
(2)  Thc Regism may at ;my time inspect thc business of a medical schcme if the RegiswdfAs 
rcason to believc tlut infornlation subniittcd by a medcal scheme in accordance with section 191 is 
1 
under this subsection. 
( 3 )  (11)  Dcspitc thc provisions of any otlm law. thc auditor or a incdical scliemc must inl'orm thc 

Registrar in writing of anv nlattcr rclating to thc affairs of a mcdical schcmc of which the 
auditor bccamc awarc of in the performance of his or her hnctions as auditor of that 
medical schcmc. that. in tiic opinion of thc auditor rclatcs to thc medical scllc& - 

participation in thc risk equalisation fund or may negatively impact on the medical 
schcme's ability to pav a financial transfer which it inav bc required to pay in tcrlns of this 
Cliaplcr. 

(h) An aud~tor must d o n n  the principal officer of a ~ncdical scheme of anv ~nfonnat~on 
referrcd to In paragraph (a), provided to the Reg~strar 

(u) The furnishing in good faith bv an auditor of informatloll In tcrms of paragraph (a) may not - - 

be held to constitute a contravention of anv provision of the law or breach of any provision 
of a code of professional conduct to which such auditor inav be subiect. 

Formula for risk equalisation 

19K ( 1 ) Tlic Mi~ustcr shall. in consullalion will1 Uic Mi~ustcr of Financc, prescribe Uic fornlula for 
the determination of the quantum of financial transfers. 
(2) Tlic font~ula prescribed in tenus of subsection (1 ) sl~all - 

(a) providc for a mcll~od of dclcrmininn thc cxpcctcd cost pcr bcncficiarv in a nlcdicd schcm_c 
of providing the risk equalized benefits. taking into consideration: 
(i) thc prcvalence of risk equalisation risk factors amongst the bcneficiaries, identified in 

accordance with Uie criteria published in tenns of section 19M(l)(b): and 
(ii) the weighted values assirmed to these risk factors, as published in terms of section 

19M(l)(a); 
(h) providc for a mclhod of dctcrmining tllc cspcctcd cost pcr bcncliciary among all mcdical 

schemes of providing thc risk equalized benefits taking into consideration the factors in 
subparag~aphs (a)(i) and (ii) above: 

(d as far as reasonably possible, rcsult in UK cxpectcd cost lo a mcdical schcmne. per 
bcncficiarv, of providing thc risk equalized bcncfits. be in^ cauivalent to the average 
expected cost per beneficiarv among alk ~nedical scheincs. assuming a reasonable level of 
cfficiencv in Ule dclivcry of thosc benefits. 

Risk cqualisatian risk factors 

19L. (1) The Minister shall from time to time prescribe tlie risk factors to be used in the calculation 
of financial transfers, wluch shall be demogravluc variables, health status indcators and othcr 
factors capable of predicting the cost to medcal schemes of the risk equalised benefits. 
(2) When prescribing the risk equalisation risk factors, thc Minister shall take into considcration for 
thosc factors to - 

(a) be obicctive, repeatable and audilablc; 
(h) be nicasurablc without si~nificant nieasure~ncnt errors; 
(c) be measurable using data that are readily available to medical schemes: 
(4 not rcadilv be susceptible to manipulation. and 



STAATSKOERANT, 2 JUNlE 2008 No.31114 9 

j discourage the selection by a medical scheme of beneficiaries will1 only preferred risks. 

Publication of information related to risk equalization risk factors 

j9M. ( 1 ) The Council shall from lime to limc afier consultation with the Ministcr- 
((1) assign and publish wcighled values lo each of the risk equalization risk faclors based upon 

[heir importance in predicting costs of risk equalized benefits; and 
(h)  publish criteria to identify and verify the existence of a risk cqualisation risk factor in a 

bcncficiarv. taking into account the nccd, as Tar as possiblc. to - 
(i) iiccuratcly idcntifj: bcncficiarics with onc or morc of llic risk cqualisation risk factors: 

jii) prcvcnl opportimilics for misrcprescntalion and liiimipulatio~i of the risk cqualisation 
svstgn. 

Determination cd amount of financial transfers 

19N. ( 1 ) The Reji~slrar shall evaluate and assess the information subm~tled to h ~ m  or her m terms of 
llic Cliaplcr and a p p l y ~ n ~  lhc for~tiula prcscnbcd 111 tenns of section 19K dclernune lhc amount of 
linanc~al transfers pavablc by a med~cal scheme lo the Fund or by lhe Fund to a m e d d  schcme. as 
llic case ma\ be 
(2) The Reg~slrar mav adlust tlic amount of a financ~al uansfcr calculalcd m lenns or tli~s secllon to 

((1,) c o ~ c l  an crror; 
(hi lake accounl oT thc outcomc of an ap- 
(4 lakc account of more accurate infirmation obtained in relation to llic numbcr of bcneficiarics 

and prcvalcncc of risk factors within a mcdical sclicmc: or 
((1) distribute intcrest accrued on monics standing to the crcdt of the Fund or administrative 

pcnaltics which havc been paid into the Fund proportionate to lhc value of financial transfers 
payable in respcct of mcdical schcmca 

( 3 )  If' a mcdical sclic~nc fails lo sub~tii[ tlic informalion il is rcquircd lo submit to tlic Rcgistraa 
tcnns of section 19(1)(1), or the Registrar has rcason to believe that thc information submitted by the 
medical scheme is incomplete or incorrect such that an accurate calculation of thc financial transfer 
in rcspcct of that mcdical sclicrnc is no1 possiblc, llic Rcgislrar may rnakc a deterinination of tlic 
amount of a financial transfer to be paid in respcclo1 that mcdical scheme talang into consideration 
onc or niorc of thc following fac lors  

(i) the most recent prcvious uncontcsled data submission of [lie medical schcmc; 
(ii) the industry avcrage of the relcvanl data; 

(iii) tlic agc profile of thc mcdical schcnlc: and 
( i~.)  anv othcr factor thc Registrar may reasonably considcr rclcvant to thc dctcrmination. 

(4) Notwithstandmg thc provisions of this section - 
( (1)  thc liabilitv of the Council in relation to financial tratisfers payable to medical scl~cines shall 

not undcr anv circuinstanccs cxcccd thc amount standing 10 thc crcdil of thc Fund at thc tunc 
that such financial Lrrutsfers arc paid and 

(hi if. due to bad debt from medical schemes or for any other reason. the amount stand in^ to the 
crcdit of thc Fund is insilfficicnt to pay a mcdical schcn~c thc full quantum of a financial 
transfcr calculalcd in tenns of this section: 

(i) the aniount of a financial transfer payable from the Fund to thc medical scheme w-ill bc 
adjusted downwards proportionatelj~ to the amounts that would otherwise have been 
paid to it; and 

(ii) to the cxtcnt that the monics owed to the Fund are subsesuently partially or fully 
recovered. such monies will at that stage be paid to the medical scheme proportionately 
lo the amounts whcli it would olhemise have been due in terms of this section. 

Effecting of financial transfers 
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190. (1) Financial tnmsfers shall be effected on a quarterly basis, based upon the cumulativc 
assessments of the three months in that quarter. or if tlie Rcfistrar provides 12 months' written 
notice to medical schemes, financial transfers shall take place on a monthly basis. 
(2) Evew medical schen~e nlust pay tllc financial transfers as deterniined by the Revistrar to the 
Fund on being notified by tlie R e ~ i s l m  in writing of the amount of the financial transfer, within the 
period and in the manner statcd in the noticc. 
(3) Tlie Registrar sl~all, within such period as may bc prescribed followinr! thc date on which 
financial transfcrs to the Fund are due in terms of subsection (I),  nmke the required financial 
transfcrs to thosc mcdical schemes to ~diich pavmcnts are due. 
(4) Intcrcst at tlie ratc determined bv thc Minister of F~nance undcr thc Public Financc Mana~emcnt 
Act. is payable on ariv latc payments bv a ~ncdical schcmc of a financial wmsfer. 
( 5 )  1 1  a mcdical schcme fails to pay a financial transkr or pay it within the specified period. the 
Rcgislrar m y .  by way OF civil action ill h colnpelcnl courl recover tlie amouN owed bv l l~c medical 
schcme. 

Progressive implementation of' financial transfers 

19P. The Councd n w  recoliirr~end lo the Minister a sclledule for llie pro~essive ~mplemenlahon or 
financial transfers, t;llung into account &e potential impact of thc financial transfers on the financial 
soundness and viabilitv 01 medical scl~emes in ~ e n e n l .  

Projections on financial transfers 

190. Thc Rcg~strar lnust annual~imonths  beforc the start of a calendar year, inform cacli medical 
schcme of the proiect~ons on financial transfers relat~ng to that medical schcme for that calendar 
war - 

Appeals 

19R. Notwithstuidin~ the provisions of this Act or any other law, if an appeal is lodged against a 
decision made in terms oC the provisions of this chapter, such appeal shall not suspend any 
obligation to pay a financial transfer delermined in terms of section 19N pending the outcome of an 
appeal. 

Administrative penaltics 

19s. ( 1 )  Notwithstand~nc?, thc Fact that adiuslinents lnav bc made to financial transfers to take account 
of crrors in calculations of financial transfcrs. a mcdical schemc~shall also be liable to pav a penaltv 
cquivalcnt to 5% of llic diffcrcnce bctwecn the amount or an erroneously calculated financial 
lransfcr rrladc in rcspcct of that n~cdical schcnlc and t l~c  comcL3pounr of [lie financial lrdnsrer Lhal 
ought lo have becn paid if it is determined that the erroneous calculation of the amount of tlic 
financial transfer was as a result of - 

(A) the non-submnission by that medical scheme of information required in terms of section 191; 
or 

(h) lhc submission by that nmlical scllcme of inconlplete or incorrect infonnation required in 
tcnns or sccl ion 1 9 1. 

(2) An adlninistrdtivc penalty imposed or payable undcr this section must be paid within the pcriod 
specified by the Council. 
(3) If a mehcal schemc hils to pav an administrative penalty within the specified period. the 
Registrar may. bv wav of civil action in a competent court, recover thc amount of the adminiskilive 
pcnalty from thc incdical schcme. 
(4) Thc Council shall pav any pcnaltics rcccivcd in tcnns of this scction into tlic Fund." 

Amendment of section 29 of Act 131 of 1998, as amended hy section 9 of Act 55 of 2001 
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5.  Scction 29 of Ihc principal Act is licreby amended by thc - 

(0) subslitution in subsection ( 1  ) for the words preceding paragraph (d of the following words. 

"/(1)1 Thc Registrar shall no1 rcgistcr a mcdical sclicmc uudcr seclion 24, and no rricdical 
sclicme shall cam; on any bnsincss. unless provision is made in its rulcs for thc following 
matters. subject to t l~c provisions of this kcl'": 

"(I.,) [Sub.icct to thr provisions of this Act, the] nt: lnrlnncr in which and the circumslances 
iuidcr whicli a mcdicd schcnlc shall bc tcnninalcd or dissolved."; 

" ( H )  Thc tcrnls and conditions applicable lo thc admission of a pcrsorl as a rnc~nbcr and his or 
her dependants, which terms and condilions shall providc for the detenninalion of 
contribulions [on the basis of income or the number of depenndnts or  both thc 
income and the number of dependants, and shall not provide for ilny other grounds 
including age, sex, past or  present state of health, of the applicant or one or more of 
the applicant's dcpcndants, the frcqucncy of rendering of relevant health services to 
an applicant or  one or more of the applicant's dependants other than for the 
provisions as prescribed] inaccordancc with the provisions of Chapter 5B."; 

(4 substitution in subsection ( I )  for pari~grapli @) of h following pamg~aph 

" (p )  [No limitation shill1 appl! to thc re-imborscment of any r-clcvant health service 
obtained by a member from a public hospital where this service complies with the 
general scope and level as contemplated in paragraph (o) and may not he different 
from the entitlement in terms of a service available to a public hospital patient] 
rcimburscrncnt for scrviccs obtamcd frorn a publ~c hospital m accordance with tlic 
provisions of section 34A " 

((9 ~ ~ I C ~ I O I I I I I  subscct~o~i ( 1 )  of paragraph (r); 

(jj snbsi~tut~on in subscct~on (1) for pariipph (A) of the followmg paragraph 

"(A) Tlic Icontinuation, sul).ject to such conditions 11s may Be prescril~ed, of the 
membership of a member, who retires from the service of his or her employer or 
whose employment is terminated by his or her emplogcr on account of age, ill-health 
or  other disahility and his or her depcndants] gttission and continuation of 
membership of members and depcndants contemplated in subsection (1) of section 32C. 
in accordance with thc provisions of that sect@nln - - 

( dclelion in subscction ( 1 )  of paragraphs ( l )  and (lo: and 

(17) dclction ofsubseclions (2) and (3). 

Deletion of scction 29A in Act 131 of 1998 

6 .  'Thc princ~pal Act is liereby amended by 111c dclct~on of scction 29A 

Insertion of Chapter SA in Act 131 of 1998 

7. The pr~ncipal Act 1s hcreby aincnded by tlic insertion aflcr scctlon 32 of thc followmg Chapters 



12 No.31114 GOVERNMENT GAZETTE, 2 JUNE 2008 

"CHAPTER SA 
ADMISSION OF BENEFICIARIES 

Open enrolment 

32A. A medical scheme shall not - 
(a) cxcludc any applicant or a dcpcndant of an applicant, subicct to thc condhons as may be 

prescribed, f~om membership except for a restricted membersllip scheme as provided for in 
this Act; -- 

(1)) ~sclude any ilpplicant or a deixndmt of l~ l l  applicant who would othe~wise be eligible fo~: 
mcmbcrship to a restricted rnembcrship schcmc: or 

(d impose waiting wriods olhgr than as provided for in section= 

Waiting periods 

(1) A m c d d  schcmc nlay impose upon a pcrson in respect of ~4iom an application is made 32B. 
for membership or admission as a dependant. and who was not a benefician of a medical schemc for 
a period of at least 90 days preceding the date of a~nlication - 

(aj a general waitin3 period of up to three months; and 
(hi a condition-spccific waiting pcriod of up to 12 months. 

(2) A medical scheme may impose upon any Derson in respecl of whom an application is made for 
memberslup or admission as a dependant and who was previously a beneficiarv of a medical 
scl~cn~c for a continuous pcriod of up to 24 monl l~ ,  tennirlaling lcss than 90 days immcdialelv prior 
lo the date of application - 

((1) a condition-specific wailinp period of up to 12 months. except in respect ocanv treatment or 
diagnostic ~rocedures covered within the prescribed minimum benefits: 

(h) in respect of any person contemplated in tlus subsection, where the previous medical 
schcme had imposed a general or condition-specific waiting period, and such waiting -- 
period had not expired at the time of t e r n ~ p  
pcriod for Ihc unexpired duration of such waiting wried imposed by the former medical 
schcmc. 

(3) A medm1 scheme niav impose upon any pcrson in respect of whom an application is made for 
membership or admission as a dependent. and who was previously a beneficiary of a medical 
scl~en~e for a cor~linuous period of more than 24 n~onths. tern~inati~lg less thau 90 days in~nlediately 
prior to thc &te of application. a general waiting period of UD to three months, except in respect of 
anv treatment or dlZign0Sli~ procedures covcred within the prescribed minimum bencfits. 
13) A medical scheme may not impose a general or a condition-specific waiting period on a 
bencficiav who chawcs from onc bcncfit option to anohcr within Lllc samc medical scheme unlcss 
tllat beneficiary is subject Lo a waiting period on thc current benefit option, ill which case any 
rcniainin~ period may be applied. 
( 5 )  A medical schcmc mav not i~nmsc a gencral or a condition-spccific waiting pcriod on a child- 
dependant born during Ihc period of mcmbershiu. 
(6) A medical scheme may not impose a general or condition-specific waiting period on a person in 
rcsuect of whom appkalion is made for membership or admission as a dependant, and who was 
previously a beneficiarv of a medical scheme. terminating less, than 90 days imrnechatelv prior to the 
datc of application. where the transfer of membership is required as a result of - 

(a) change of e m p l o v m ~  or 
(h.) an employer changina or terminating the ~nechcal scheme of its employees, in which case 

such transfer sllall occur at the bednnin~ of the financial v e x  or reasonable notice must 
havc been furnished to the medical scheme to wl~icl~ an application is made for such 
transfer to occur at t l~e begiMin~ of the financial year. 
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17) A mcdical scheme mav reauire an applicant to provide the nlcdical schcme with a medical reporl 
in respect of any proposed beneficiary only in respect of a condition for which medical advice. 
diagnosis. care or treatment was recommended or received within the 12 month period e n h n ~  on the 
dalc on wlucl~ an application for n~c~nbcrslup was madc. 
(8) In respect of members who cliangc medical schemes in terms of subsection (6). wlierc the 
fomlcr iiiedical scheme had imposed a gcneral or condition-specific waiting period and such waiting 
pcriod had not expired at the time of termination, thc medical scheme to which the person has 
applicd may impose a gcneral or condition-specific waiting pcriod Tor thc unexpired duration of such 
wxiting pcriod imposcd by thc fonncr mcdical schc~n-L 

Continuation ~nembership 

z, ( 1 ) A nicdical sclle~ne sl~d1 a l l o ~  - 
( t r )  thc contiuuation. subiect to such co~ldiliolis as may bc prcscribcd. of thc mcmbcrsliip oT a 

~ncmber, who rctireshl?-the service of his-xhcr cnlploycr or .whose employment is 
tcrrr~irlalcd bv his or ltcr cn~plovcr on account or age. ill-ItealLh or otller disabilily and his or 
her dependants: 

(h) thc continued mcmbcrship of a mcmbcr's dcpcndants. subicct to conditions as may bc 
prescribed. aftcr the death of that member. until such dependant becomes a member of. or is 
admittcd as a dependant of a mcmber of another medical scheme. 

(21 lT thc nwnbers of a medical schemc who are members of thal nledical scheme by virtue oT their 
employment by a particular employer terminate their membership of the said medical scheme with 
tl~c object oT obtaining ~ncmbcrslup of anolhcr mcdical schclnc or of cstablislin~ a ncw medical 
schcmc, such othcr or new mcdical sche~nc shall admit lo rncnlbcrslup, without a waiting period or 
the imposition oT ncw restrictions on account of the stale of his or her hcalth or the health of any of 
l ~ o r  her dcpcndlmts. any member or a dcpcndant oT such first mcntioucd mcdical scheme who is a 
pcrson contcmplatcd in subsection (1) 

Cancellation or suspension of rncrnbership 

3ZD. A mcd~cal schcrnc shall not cancel or suspcnd a mcmbcr's mcmberslnp or that of aw of h ~ s  or 
her dcpcndants. exccpt on the grounds oT - 

(a)  failure to pay. withn the tlme alloncd In thc nicd~cal scheme's rules. the membcrshp fccs 
lcqu~red 111 such rules 

(h i  k u r c  lo rcpay an\ dlbt duc LO tlic mcdlcal sclic~nc. 
(c i  subrtnss~on of fraudulcnt clanns. 
(rli committ~ng any fraudulcnt act. or 
(ei the non-d~sclosure of mat ma1 ~nTonnat  on 

CHAPTER SB 
CONTRIBUTIONS 

Community rating requimment 

32E. A mcdical sclicnic shall apply community rating in the determinalion of its contributions, 
wllich for tllc purposes of this Act Incans - 

(a) thc mcdical scheme does not determine contributions on the basis of : 
(i) tlic age of a person, exccpt to the cstent allowed in this Chapter; and 

( i i )  the gender, race, marital status; c h i c  or social origin or sexual orientation ofa person: 
& 

(iii) prcrwuicy or hsability of a pcrson: and 
(iv) state of health of a pcrson or Frequency of utilization of relevant health services. 

(h i  lhc only discounts available. if any. arc discounts allowed under section 32H: 
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(c) contributio~ls may be differentiated on the bbasis of inconle categories only to the extent that 
this does not result in &rect or indirect contravention of the requirements set out in 
para~rbapli (a) : 

([I) the contribution pavablc to the medical schenle meets the contribution requmments in 
sectlons 32F and 32G. 

Contributions requirement for basic benetits 

32F. ( I )  Thc contributions pavable in respect of the basic benefits o l  a medical scheme shall be 
kscd  on llic avcragc cspcctcd costs of providin~ thc basic bcncfits to 111c bc~~cficiarics of tllc 
schemc, tak in~ into account proiections of financial Iransfcrs conlcmplated in section 19Q. subicct to 
such rendations relating to categories of beneficiaries as may he prescribed. 
12) Rekwlations conteniplatcd in subscCtion ( 1 )  shall not allow variations in contribution wl~icli 
result in unfair discriniination as conlemplatcd in scction 24[2)(cj.: 

Contribution requirement for supplementary hcncfit options 

32G. (1) The contributions payablc in respect of a supvlemcntary benefit option of a scheme shall 
bc based on thc average expected costs of providing thc basic bcnefits to the beneficiaries 
~~uticipating in that supplementary benefit option, subicct to such regulations relatinp to categories 
of beneficiaries as inav be prescribed. 
(2) Regulations contemplated in subscction (1) shall no1 allow variations in contribution which 
rcsult in unfair &scrimination as contcmplatcd in section 24(2)(e). 

Discounts for choice of provider 

32R. A medical schc~ilc nlav provide in its rules for a discount lo apply off Ihc contribution payable 
by a member in respcct of the basic benefits or a su~plemcntarv benefit option because the member 
a m c s  to the choicc of a particular protider or providcr network for the provision of specified 
services to that member and his or her dependants. providcd that - fi~) such choicc promotes greater eff~ciencv in the dclivew of bencfits and does not give rise to 

unfair discrii~ination against bcncficiarics of thc medical scheme; and 
(hi the discount shall bc disclosed in the nllcs ofa ~ncdical sclwne as a uniform percentage of 

thc rclcvant contributions and is approvcd by t l~c Registrar in terms of section 33.'' 

Amendment of heidding of Chapter 6 in Act 131 of 1998 

8. The principal Act is Iicrcby a~ncudcd by ihc substilution for the hcadmg of Chaptcr 6 of the following 
licading: 

"CHAPTER 6 
[BENEFIT OPTIONS] BENEFITS" 

Insertion of section 325 in Act 131 of 1998 

9. Thc principal Act is ltercby alncndcd by thc ~ilscrtioil 111 Chaptcr 6, ~n~~ncd~alcly prccccl~ng sectlon 33, of 
thc following scctlon: 

"Basic benefits and supplementitry benefit options 

325. ( 1 )  A mcdical schcmc~shall providc to cvcry bcncficiary of tllc ~ncdical schcmc: 
(u) bcnefits which have been prescribed in tcrnls of section 67(1)(g); and 
(hi any additional benefits which the medical scheme offers in respect of scrvices rgndered to 

a bencliciaxv wllilc Lhal bcncliciarv is an in-palicnt in a hospital. 
(2) A medical scheme may offer to its members the choice of enrollinp in a supplementary benefit 
options. providcd that - 
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(a) a supplementan benefit option does not offer benefits conteniplated in subsection (1):  
and 

01) the depe~~dants  of a nielnber shall enroll in the sanic supple~nentary benefit optiou as the 
member." -- 

Amendment of section 33 of Act 131 of 1998 

10. Scciion 37 of l l ~ c  principal Act is h c r c b ~ ~  a~ncndcd by thc - 

( I )  s u b s t ~ t u t ~ o ~ ~  for s ~ ~ b s e c t ~ o n  (1) of thc following subscct~on 

" ( 1 )  A mcd~cal s c l ~ c ~ n c  shall ilpply lo lhc Rcg~slra f o ~  rhc appro~al  of ~ t s  b a s ~ c  bcnefits and 
ilny supplementary bcnelir optlor) [if such s medical scheme provides members with 
more than one benefit option] ' . 

(li) substitullon In subsect~on (2) for paragraph ((4 of lhc follow~ng paragraph 

"(4 will not jcopardise the hnancial soundness of the niedical schemc or of any [existing] 
supplementary benefit option within lhc medical scheme.". 

Insertion of section 3JA in Act 131 of 199% 

1 I .  Tllc pr~ncipal Act 1s hercby a n ~ c ~ ~ d c d  by tlw ~ n s c r t ~ o n  after sccl~on 34 of thc follow~ng sectlon 

"Services obtained from public hospitals 

34A. ( I )  A mcdical sclwne shall not apply any limitalion to tlic reimbursement of any relevant 
11calth scrvicc obtained by a bcncficiary from a public hospilal where this scrvice complies with tllc 
gencnl scopc and level as contemplated in paramaph (0) of section 29. 
(2') If a bencficiaw obtains a scrvice contcmplatcd in paragraph (o) of section 29 from a ~ u b l i c  
hospital. the entitlement of thc bencficiaw to  reccive this service may not bc diffcrcnt from Ihc 
enlitlement in terms of a service available to a public hospital patient.". 

Amendment of section 35 of Act 131 of 19'28, as amended by section 12 of Act 55 of 2001 

12. Scction 35 of thc prir~cipal Act is hereby amcndcd by tllc substitution in subscction (12) for thc words 
prcccding paragraph {a) of tlic following words. 

"(12) The Rcg~stlar may. whcn 11c or shc has rccc~vcd tllc ~nfonnalion rcfcrrcd to in subscct~on 
( 1  I)[,  and in concurrence with the Council] -". 

Amendment of section 36 of Act I31 of 1998, as amended by section 13 of Act 55 of 2001 

13. Scction 

(a) 

36 of thc principal Act is hcrcbp amended by tlic - 

substitution for subscction (4) of thc following subscction: 

"(4) Thc approval of an audltor of a rncdlcal schcmc bq thc Rcg~strar shall not lapsc if an 
auditor of a medical scllemc is a firm as contemplated in tlic [Public Accountants' and 
Auditors' Act, 1991 (Act No. 80 of 1991)j Au_dlbn~ Professions Act 2005 (Act No 26 of 
2005). whose mcmbcrslup of tllc firm has changed. if not fcwcr llnn l ldf of tlic members alicr 
lllc change, were membcrs when the appointment of tlic fiml was first approved by thc 
Rcg~strar."; 
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( 1  substitution in subscclion (5) Tor paragraph (a) oT lhc rollowing paragraph: 

"(a) whenever he or she funushcs a report or other document of particulars as contemplated 
in scction 120(5)(b) of the Public Accountants' and Auditors' Act, 19911 45(1) of 
thc Auditing Professions Act. 2005, also furnish a copy thereof to the Registrar,". 

(c) substitution in subsection (5)u for subparagraph (ii) of thc following subparagraph: 

"(11) I F  he or she would. but for rhat tcnnination. have had reason to submit to the medical 
scl~emc a rcport as contcnlplalcd in sccllon [20(5)(h) of the Public Accountants' and 
Auditors' Act, 19911 45(.1) of thc Audllin~ Professions Act. 2005. subinil such a 
rcporf to thc Rcglstrar. and". 

((1) substllution in subscction ( 8 )  for paragraph la) of the following parapph:  

a in rcspcct of a rcturn or statcmcnl which 11c or shc is rcquircd to csaininc in lcnns of 
this Chaplcr, cefiih whelhcr that return or statement co~nplies with the requirelnents of 
illis Act and whether the return or statement. including any anncxure thereto, presents 
hirly the mattcrs dcalt with Ihercin as if such return or statement were a financial 
staleinen1 conteniplated in section 120 of the Public Accountants' and Auditors' Act, 
19911 44 of the Auditing Professions Act. 2005; and 

Amendment of section 37 of Act 131 of 1998, as amended by section 14 of Act 55 of 2001 

14. Scction 37 of thc principal Act is hcrcbv arnended bv Ihc - 

(11) substitution for subscction ( 3 )  of the following subscclion: 

"(3) Thc annual finmcial stalcmcnts oT a mcdical schcn~c shall. subjccl to t l~c  provis~ons of 
the [Public Accountants' and Auditors' Act, 19911 Auditmg Professions Act. 2005, be 
audilcd by an accountant and auditor regstered in terms of that Act except wherc such 
accounts are to be audited by thc Auditor-Gcncral in tcnns of an\ law ". 

(I,)  subslitution in subsection (4) For paragraph (a) of tllc following paragraph: 

"lo) bc preparcd in accordance wilh [general accepted accounting practice] Inlernatioilal 
Finmclal Rcvorlmg Standards. which is the set of accounting standards issued from time to 
timc by the Internatloml Accounllng Standards Board." 

Amendment of section 44 of Act 131 of 1998, as amended by section 17 of Act No 55 of 2001 

15. Scction 44 of thc principal Act is hcreby amended by thc - 

( a  substitution for subsection (2) of the following subscclion: 

"(2) Thc Rcgistrar, or such othcr pcrson authonxd by him or hcr, shall in addition to Ihc 
powers and duties conferred or imposed upon him or hcr by this Act, have all thc powers and 
dutics conferred or imposed upon an inspector under section 2 of the Inspection of Financial 
Institutions Acl. (1984 (Act No. 38 of 1984)l 1988 (Act No. 80 of 1998). as if he or she has 
been appointed an inspcclor undcr that Act.": 

(h) substitulion for subscction (3) oflhc follo~ving subscction: 
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" ( 3 )  Any rcfercncc in this Act to an inspeclion made under Lhis section shall also be 
construed as a reference 10 an inspection made under the Inspection of Financial Institutions 
Acl. (198411')oX."; 

l ~ i  substitut~on In subscction (0 )  for tlic words prcccding paragraph (a) of thc following words 

'(6) Thc Reg~strar may d~rect that any stateincnt funuslied to h~ni  or her under subsectio~i 
I(4)l m, or any docu~ncnt so funnshed and wlilcll rclates to tlie fiianc~al affairs of that 
medlcal sclicmc. shall bc accoinpan~cd b, a rcport tliercon bv the aud~tor of the ~ncd~cal 
schc~nc. and In M h ~ h  tht audrtor shall state - 

(cli substitution for subscctioi~ (7) of thc following subscction: 

"(7) Thc Rcgist~ir ma), if hc or shc on account of an, slatemcnl. documcnt or ~nfor~nafion 
fur~~~slied to hiin or hcr bv vlrtuc of subscction ((4)j m. d c c m  rt ncccssan in the Interests of 
thc nlc~nbcrs of tlic mcd~cal sclicme concerned land, after consultation with the Financial 
Services Board established b j  section 2 of the Financial Services Board Act, 1990 (Act 
No. 97 of 1990),] by no t i~c  In writing &rcct tlic mcdlcal sclicrtic to furmsh to luin or hcr a 
report compiled by ,an actuaw. In tlic forni and rclat~ng to the matters specified by tlic 
Rcg~strar In tlie nollce ", 

( 1  substitution in subscct~on (101 for thc words preccding paragraph (a) of the following words. 

" ( 1  0) Thc Registrar may. f o ~  t l~c purposcs of p a r a p p h  (a) of subscctlon m. by notlcc In 
wrltlng dircct Uic ~ncd~cal  scllcmc conccrncd -". 

(1) substitution for subscction (1 1)  of thc following subscction: 

" ( I  1 )  Tllc Reg~strau may, 1f a nlcdlcal scl~clnc falls Lo amcnd its rules as d~reckd bl the 
Rcg~strar uudcr subsccL~on [(9)](IO)(c)i w ~ t l l ~ n  llic pcriod spcc~ficd in tlic nohcc conccrucd. 
amcnd s~ich niles. and such arnendmcnt shall bc dccnicd to bc an amendment w~tlun thc 
nicanlng of scct~on 3 1 " 

Amendment of section 51 of Act I31 of 1998, as amended by section 19 of Act 55 of 2001 

16. Scctiou 5 1 of tlic principal AcL is llercby amendcd by the - 

( ( 1 )  s~lbstitut~on in subsechon ( 5 )  lo1 paragraph (LI) o l  the lollow r ug paragraph 

"(4 ordcr that thc mcdical schcmc bc placcd undcr judicial lnanagclncnl in tcrins of scction 
52: lor] 

(h)  subsliLuLio~~ in subscction ( 5 )  for paragraph (el of the following paragraph: 

"(ei ordcr that tlrc wholc or any part of thc business of thc mcdical schcmc bc wound up 111 

tcrnis of scct~on 53 1.1:'': 

( ~ i  mcnion 111 subsccl~on (5) of thc followng paragraph aftcr paragraph (q 

"@ in tlic casc of an application brouglit on thc basis of nlatcrial irrcmlaritics rclating to tlic 
conduct of elections for truslecs of a mcdical schemc - 

(i) dcclarc thc rcsults of t lc  clcction to bc flawcd in ccrtain matcr~al rcspccts and 
issue such directions to the medical schcme concerned as the High Court may 
dccm dcsirablc to rcincdy such flaws; or 
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(ii) declare UIC results of the election to be invalid and order the medical scheme 
concerned to hold another election subject to such conditions as the High Court 
may deem desirdble.". 

Amendment of section 56 of Act 131 of 1998, as amended by section 22 of Act No. 55 of 2001 

17. Section 56 of thc princ~pal Act is hereby amcndeci bv tllc - 
((I) substih~t~on for subsection (2) of thc; following subsection. 

"(2) The pro~isions of thc [Financial Institutions (Invcstmcnt of Funds) Act, 198s (Act 
No. 39 of 1984)j Financial Institutions (Protection of Funds) Act. 2001 (Act No. 28 of 2:)OlJ. 
insofar as thosc provisions rclate to the appoininlent of a curator in terms of thc said Act and 
insofar as thcy are not inconsistent with thc provisions of this Act, shall apply wit11 thc 
ncccssary changcs to t11c appointment of a curator of a medical scl~cme in temls 01 this 
scction.": 

(h) substitution in subsection (3) for the words preceding paragraph (a) of the following word! 

"(3) In the applicatton of thc IFiomcial Institutions (hvestment of Funds) Act, 1984 (Act 
No. 39 of 1984)l Financial Institutions (Protection of Funds) Act, 2001, as provided fol by 
subsection ( I) -" : 

(c) substitution in subsection (3) for paragraph (0) of the following paragaph: 

" (0)  a reference to a company and the registrar m sectron 1 of the [Financial Institutions 
(Lnvestmcnt of Funds) Act, 1984 (Act No. 39 of 1984)) Financial Insiituiio~~ 
(Protection of Funds) Act. 2001, shall bc construed as a refercncc also to a board of 
tnlstecs and thc Registrar, respcctively:" 

Amcndment of heading of Chapter 12 of Act 131 of 1908 

18. The principal Act is hercby amcnded by thc subst~tution for thc head~ng of Chapter 12 of the follow~nr 
hcadng 

"CHAPTER 1 2 
[GENERAL1 GOVERNANCE 

losertion of Part 1 heading in Chapter 12 of Act 131 of 1998 

19. Thc principal Act is llcrcby a~ncndcd by i l ~ c  inscrlion, iinmediatcly preccding scciion 57, of thc 
following Part heahng: 

Amcndment of scctiun 57 of Act 131 of 1998, as amended by scction 23 of Act 55 of 2001 

20. Section 57 of the principal Act is hereby an~ended by the - 

(a1 substitution for the hcading of scction 57 of the following heading: 

"57. [General provisions on governance] Governance by board of trustees"; 

(hi substitution for subsection ( I )  of the following subsection: 
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"(1) Every medical schemc shall have a board of lrustecs consisting of pcrsons who are fit 
and proper to [manage) direct the business contemplated by the medical scheme in 
accordance with the applicable laws and the rules of such medical scheme "; 

subslitution for subseclion (2) of l l~c following subseclion: 

"(2) [At least 50 per cent of the members of the board of trustees shall he elected from 
amongst members] Thc board of truslccs of a mcdical schcmc is accountable for t k  
perfomiancc of 11s funcl~ons and those of ie pnnc~pal officcr. lo - 

(a )  h c  lncmbcrs or Ihc mdical schcn~c. and 

( I  Ihc Council and l l~c Reg~stmr. lo tlic cxtent providcd for ln lhis Acl.". 

Inscrtioa of scctions 57A and 57B in Act 131 of 1098 

2 1. Thc principal Act is licrcby amcndcd by Ihc insertion aflcr sccllon 57 of llie following secllons. 

"Composition of board of trustees 

57A. ( I )  At least 50 per cent of the members of the board of trustees shall be elected by members of -- .- 

Ihc ~ncdical schcinc from amongst mcmbcrs of the mcdical scliemc. 
(2) Members ofa board of truslccs who arc not elected in lcrms of subseclion ( I )  shall - 

(0) in the case of rcslricted menlbership ~ h c m c s .  bc appointed in lerins of the rules of lhe 
~ncdical schcmc; and 

(hi in the case of all othcr mcdical schcincs. bc appointed bv those mcmbers of the board of 
truslces who were eleccei in terns of siibscction (I) .  

(3)  Tlic clcction of a truslcc by llic mcmbcrs ~1 a niedical schcine shall not bc valid unless all tlic 
mcmbcrs of the mcdical&cme had rcasonablc opporlunitv lo volc in thc clcction of that truslec. 
@) A person sllall not serve as a truslcc for morc Illan a total of sis ycars in an\. onc medical 
schcme. 
(5) A pcrson shall no1 bc a rncmbcr of the board of trustccs of a mcdical scheme if that person - 

(a) is an cmployce, dircclor. officer. consultanl or contractor of amr person contracted bv Lhe 
medical scheme to provide administrative, marketing, or managed health care services. or 
of tllc holding company. subsidiary, loin1 venture or associate of such pcrson; 

(hi is a broker or an employee. d i rg~xr .  or ofliccr of a pcrson wluch providcs b&r 
scrviccs: or 

(c) othcnvise has a ~nalcrial rclationsllip with any person contracted by thc medical scheme 
lo provide adnlinistrativc. marketing. brokcr. inanaged health carc or other services. or 
with its holding coinpanv. subsidiary. joint vcnturc or associate." 

Duties of board of trustccs 

57B. -- Thc dulics of thc Board of lruslecs shall bc lo - 
(a) providc slralcnic direction and ovcrsinhl lo thc medical scheme. 
(b) cnsurc that - 

(i) t l ~  rcsourccs of thc schcnics arc uscd m an effective. efficient, economical and 
transparent manner: 

(ii) proper rcgistcrs. books and rccords of all operations of the medical scheme are 
kcpt. and tllat proper minutes ilre kept of all resolulions passed by the board of 
lruslees; 

( i l l )  proper control system arc cinploycd by or on behalf of the medical scheme; 
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(iv) adeauatc md  appropriate infomalion is conununicated to the members 
r e~a rdng  their rights. benefits, contributions and duties in terms of the rules of 
the medical scheme: 

(v) all reasonable steps are taken for contributions to be paid timeously to the 
inedical schernc in accordance with this Act and its rules: 

(vi) an appropriate lcvel of prolessional indemnity insurance and fidelitv guarantee 
insurance is taken out and maintained: 

(vii) the rules. operation and adrninislration of thc medical scheme comply with the 
provisions of this Act and all other applicable laws; and 

(viii) ;I11Lcasonablc stcps arc takcn to urotcct Ihc confidcnlialilv of ~ncdical rccora 
concerning any member's state of health: 

approvc the budget, policies and procedurcs in terms of which the operational and 
financial management of the mcdical schemc is carried% 
approvc all contracts and cspcnditure with a valuc abovc levels predetermined bv the 
Board of trustecs: 
where ;~pplicable, negotiate and cnter into contracts for the administration of the scheme 
bv an intennediarv accredited in terms of section 58 and for the provision of managed 
hcallli care by an intermediary accredited in terms of remlation 1SB of the General 
Rc~wlations made in terms of this Act; 
oblain emcrt advice on legal, accounting and business matters as required, or on any 
other matter of which the members of the board of tn~stees may lack sufficient expertise; 

monitor Lhc perlormancc of thc principal officer of Ilic medical schernc and hold the 
principal officer accountable for the functions delegated to him or her by the Board of 
trustccs. 

Insertion of Parts 2 and 3 in Chapter 12 of Act I31 of 1998 

22. Thc principal Acl is hcrcby anlcndcd by tlic inscrl~on alicr sccl~on S7B of the Pollowing Parls of 
Chapter 12: 

57C. (I ) Thc board of trustccs shall - 
fa) appoint a principal officer who is a fit and propcr person to hold such oflice; and 
(1,) within 30 days of such appointmcnl, givc notice tllereof in writing to the Revistrar. 

(2) A pcrson shall not bc a principal officer o l  a nlcdical sclicmc if that person - 
(oi is an cmployec, director. officcr, consultant or contractor of any person contracted by the 

nledical schemc to provide administrative. marketing. or managed health care scwices, or 
of the holding company, subsidi'xy, ioint vcnture or associatc of such person; 

(hi is a brokcr or an enlplovee. director. or officer of a person which provides broker 
sewices: 

( c  is h c  principal olficer oT anoll~er medical schc~ne: or 
(d) otherwise has a material relationsllip wiui any pcrson contracted bv the medical scheme 

to urovide administralive. rrlarkeling. broker. marlaged lleallll care or otl~er sewices. or 
with its holding company. subsidiary. ioint venture or associate. 

[3) The principal officer of a medical scliemc may participate in all lncetings of the board of 
trustees. or any o l  its cmmiflees. but shall nol be a voting member of the board of trustees. 

Responsibilities of principal officer 

57th ( 1) A principal officer is responsible undcr thc autliorilv of the board of lrustees of rhe 
medical scl~eme for thc executive management of the business of the medical scheme. 
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(2) The Board of trustees of a mcdical scheme shall, in writing. delegate to the principal officer such 
duties as may be necessarv to enable the principal officer to effectively manage the business of the 
mcdical scheme, 

Corporate Governance 

57E. (1)  Tlic board of truslccs and principal &cr of a medicid sclicmc slrall cslablisli and 
niaintain an adcqnate and cIfective process of corporate covernancc. which shall bc consistent with 
thc naturc, complcsitv and risks inllcrcnt in Uic activities and tlic busincss of thc mcdical sclicn~c 
conccrncd. 
13 Tllc Council may. rrom time to timc, publish in such manner as it decms f k  

((I) guidelines for good corporate govcrnancc to assist the trustees and principal officers of 
mcdical scl~cnics to cstablish and maintain adequatc and cffcctivc processes of corporaic 
govcrnance. as contemplated bv subscction (1 ); and 

(h) rcciuircmcnts for thc pcriodic disclosure by thc board of trustccs of a mcdical schcmc to thc 
Registrar and the members of the medical schcme of the estcnt to which those guidelines have 
been mct, together with reasons for failure to comply with those midelines. 

( 3 )  A medical scheme shall. at such intervals and in such manner and format as the Council may 
from time to time deterniine. make such disclosures as are contemplated in para~raph 6) of 
subscction (2)." 

Duty of care 

57F. The board of trustccs and principal oficer sliall - 
(a) hkc all reasonablc steps to ensure Lliat the mlercsts of bencficiarics in ternls of Uic rulcs 

of lhc medical schernc and tlie provisions of the Act arc protected at all hmes; 
(hi gel with duc care. diligence. skill and good faith. 
(ci take all reasonable steps to avoid conflicts of inlcrcst. and 
((1) act with inipartiality in rcspect of all beneficiaries 

57G. ( 1 ) Tlic nicrnbers of thc Board of trustecs and principal officer sliall disclose annually in ihc 
annual financial stalcnicnls of thc medical schcmc details of any payments, &is or considerations 
madc lo them in that particular year by - 

(a) t l~c mcdical schcmc conccmcd: 
(h)  any pcrson contracted by thc ~ncdical sclicmc to provide administrative, markclink 

brokerage. managed care or other services. or the hold~n~:  company, subsidiary. ioini 
venture or associate of such person: and 

/c) and any othcr pcrson if such paiyincn~s. gins or considcralions wcrc madc bv virti~c of 
their holdmg office within thc mcdical schernc. 

(2) A &sclosurc as contemplated in subsection (1) slid1 include: 
(a) the idcnti1.y of 111c sourcc of the paymcnl. ~ i f t  or considcralion; 
(h) thc reason for the payment. gift or consideration: 
(ci the date on which the payment. mft or consideration was given; and 
(4 Ihc quarilum of moncv or olherwisc thc valuc of tlrc PavlnenL gift or consideration. 

Suspension or rcmovid from oftlct 

57H. ( 1 )  If a Board of trustccs suspcnds or rcmows Tro111 officc thc pr~nc~pal officcr or trustcc of a 
med~cal scheme and that pnnclpal officer or trustee bcl~evcs that the suspension or removal from 
officc 1s as a result of h ~ m  or her duly performmc: h ~ s  or her filnct~ons In terms of thls Act, or 
exposing ~nappropnate or unlawful conduct on thc part of am officer of the medical scheme or anv 
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h r d  party contracted to provide scrvices to the nledical scl~cmc, thc principal officer or trustcc 
concerned llmjT complain in writ in^ to the Remstrar. 
(2) On rcccipt of a writtcn complaint in tcnns of subscction (1) - 

(a) thc Rc~istrar shall invcstigatc thc basis of thc complainl; and 
(b) d he or she finds that the complaint has merit, the Registrar or the Council shall take such 

steus as m y  be necessary in tcnns of the powers provided for by this Act to address the 
conccrns raised in the complaint.". 

Notices 0 mcdical schcmc 
571. Any noticc rcquircd or permitted to bc givcn to a mcdical schemc in tenns of this Act shall. if 
h ~ j . 0  the princ&al oficcr, be deemcd to havc been duly given to tlic mehcal scheme. 

Insertion of heading for Chapter 13 in Act 131 of 1998 

23. Tl~c  principal Acr 1s l~crcby anicuded by rlic lnscrtlon after scct~on 571, of the follow~ug Chapter 
hcacl~ng 

"CHAPTER 13 
GENERAL" 

Amendment of section 63 of Act 131 of 1998, as amended hy section 25 of Act 55 of 2001 

24. Section 63 of thc principal Act IS llcreby ;lnlcndcd by the subst~tulion for subsection (1) of tlic 
following subsection. 

" ( 1 )  No transaction involving Ihc aiil;ilganiation of tllc busincss of a medical scheme with any 
business of anv othcr pcrson [irrespective of whether that other person is or is not a medical 
scheme] or the transfer of any business froin a medical scheme to any other [medical scheme] 
pcrsoil (irrcspcctivc of whetl~cr that other pcrson is or is not a medical sclic~ne)or the transfer of any 
busincss from any olhcr person to a medical scllcmc. sllall bc of any forcc, unlcss such 
amalgamation or tmsfcr is carried out in accordance with Llic provisions of Lliis section.". 

Amendment of section 66 of Act 131 of 1998, as amended by section 27 of Act 55 of 2001 

25. Scction 66 of thc principal Act is licrchy aincndcd by tlic - 

(ni substitution in subsection (1) for paragraph (ei ofthc following paragraph: 

"(e) rcndcrs a statcmcnt. account or invoicc to a mcmber or any other pcrson. knowing that 
such statcmcnt, account or invoicc is hlsc and which may bc used by such meinbcr or 
othcr pcrson to claim from a medical sclie~ne any benefit or a bcnefit greater that then 
bcncfit to wluch he or she is cntltlcd in tcrms of the rules of the mcdical schemc [; or]>". 

(b) substiiut~on in subscction (1) for Ihc words following paragraph (e) of the following words: 

"shall. subjcct :o the provisions of [subsection] subscctio~ls (IA) and (2), be gu~lty of an 
orfcnce. and & liablc on conviction to a finc or to i~nprisonment for a period not exceeding 
fivc ycars or to both a finc and imnprisoimient.": 

(c) insertion aftcr subscction (I)  of thc following subscction: 

" Notwithstandinr the provisions of subsection (1). any person who - 
(a) in any way uiilawfidlv obstructs or attclnpts to dclay or prcvent a payment bcing ~nadc 

from a mcdical schemc to thc risk equalisation fund; 
(h)  makes or causes or allows to be made any false entry or statement to the Council whlcl~ 

may arfeci the quantum of a financial transfcr. or sims off on or submits any such 



STAATSKOERANT, 2 JUNlE 2 0 0 8  No.31114 23 

statcmenl or entm to thc Council without reasonable mounds for belicvin~ the samc to be 
true: 
prcparcs or maintains or authoriscs thc preparation or maintcnancc or any falsc books 01 
account or other records of falsifies or authorises the falsification of any books of account 
or othcr records, which causes,-rnav causc or is intended to causc an error in thc valuc or 
a financial trmsfcr:r 
in any other way makes use of any fraud, art or contnvance whatsoever, or authorizes the 
usc or any such bud a u t  or contrivance which c'duses. may causc or is intended to causc 
an crror in thc villuc 01 a financial trmsfcrl 
slrall bc guilty of an orrcncc and is liablc on conviction to a fille not exceeding RlOOOO(N) 
or to imprisonmcnl Tor a pcriod nor cxccedin~ 19 wars. or to both such finc and 
imprisonrncnt." 

Amendment of section 67 of Act 131 of 1998, as amended b~ section 28 of Act 55 of 2001 and section 
3 of Act 62 of 2002 

20. Scction 67 ofthc principal Act is hcrcby amcndcd by thc - 

(check conscqucntial amendments) 
(a) inscrtioll in subsection ( 1 ) of tllc following pa rapp l~s  aficr paragraph ((1). 

" (0.4) duties of a principal officcr: 
~ r c q u i r c m c n t s  and critcna for tlic dctcnnination of thc f i r  and propcr status or a trustcc. 

principal officer and any other person requircd to be lit and proper to perform any 
runction or duty in terms of this Act: 

(oCJ thc conduct of clcctions Tor ~ncmbcrs of lllc board of trustccs of a medical schcnlc. 
includinp conditions and requirements rclating lo - 
(i) oversight of election proccsscs; 

(ii) timing and localion of elections: 
(iii) proccsscs for thc nomination of persons standing lor clection as trustccs, 
(iv) advcmcc noticc to mcmbcrs concerning elections and voting proccsscs: and 
(v) any othcr matter afreclin~ thc faimcss ~Cclcctions: 

(01)) thc sound opcmtion of risk cqualii-ation. includina: 
( i )  limitations to the benefits in rcspect of which risk cqualisation will apply, as 

contcrnplatcd in section 19B: 
(ii) the rormula Tor the detern~ination of tllc quantum or financial transfers. as 

contcrnplatcd in scction 19K: 
(iii) pcriods williin wliicli tlic Registrar sliall makc finiiu~ial lransfcrs to rricdical schemes. 

as contcrnplated in tcrms of section 190(3): and 
(iv) !lie amounts of adminisrrativc penalties as conlemplatcd in tcmls of scction 19S(3); 

(of5 tlhc dctcnnination of contributions for basic bcncfits and s u p p l c m c n ~  benefit options. 
as contcmplalcd in scctions 32F and 32G." 

"(1A) Thc blmlstcr may prcscrlbc vanahons from the rcqmrcrncnts of tlic re~ulat~ons 
prcscnbcd In terms of subsection (1) to be a~pllcd to rned~cal schemc products whlch catcr 
s~cc~ficallv for low lncomc pcrsons, provldcd that the vanat~ons so prescribed are - 
(01 reasonably necessaq to creaie conditlonfior ihz emergence of such medlcd schemc 

products In thc market. and 
(h) In the bcst lntcrests of lo- nncolnc consumers " 

insertion of Schedule 3 of Act 131 of 11998 

27. Tllc pnnc~pal Acl IS hcrebq amended by l l~c  ~nserlton afier Scllcdulc 2 or Lhc rollowng Schcdulc 
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"Schedule 3 
TRANSITIONAL ARRANGEMENTS RELATLNG TO AMENDMENTS EFFECTED BY 
MEDICAL SCHEMES AMENDMENT ACT. 2007 

Detinitions 

1. In this Schedule - 

"the amending Act" mans  the Medical Sclie~ncs Amendment Act. 2007: 

"the principal Act" mcms the Medical Schemes Act, 1998 

Trustees 

1,A person mho. immcd~atel; prior to coii~n~cnccn~cnt of the ainendmg Act was lawfully a trustee 
of a med~cal sclieiile but who IS not eliglble to serve as a trustee of thc med~cal scheme as a 
consequence 01 amendments to the princ~pal Act by the anendmg Act shall vacate such office 
wthm a penod of twelvc calendar months after the commencemcnt of the amendlng Act 

2. A b o i ~ d  01 trustees which. immediately prior to commencement of the amending Act wg 
lawfully constituted, but which is no longer lawfully constituted as a consequence of amendments to 
the princiml Act b\i the amendin2 Act shall, within a period of twelve calendar months after the 
cormncncemenl or llic unending Acl - - 

(a) ch'mge the constitution of the board of trustees to complv with the principal Act as 
amended by the amending Act; and 

(I)) to thc cstcnt necessary. amend the rules of the me&cal scheme accordingly. 

Principal officers 

3. A pcrsoii who iinmcdiately prior to colnule~iccrlrcr~t of t l~c  amendin~ Act was lawfully a principal 
officcr 01 a medical schcme but who is not eligible to scrve as a principal officer of the medical 
scheme in tenns or section 57C of this Acl as a consequence of amendments to the principal Act by 
the amending Act shall vacate such office within a period of twclve calendar months after the 
commencement of the amending Act." 

Application of this Act 

28. Subjecl lo the transitional clduscs contained in schedulc 3 inserted in Act 13 1 of 1998 by section 27 or 
this Act, the amcndnients effected by this Act to Act 13 1 of 1998 shall apply to all relevant contractual or 
other business activilics or ,arrangements notwithstanding thc fact that such c o r ~ ~ c t u a l  or other business 
activities or arrangemcnts may have been initiated or cntcred into prior to the coming into operation of any 
provision of this Act. 

Short title and commencement 

29. (1) This Act is called the Medical Schemes Amendment Act, 2008, and comes into operation on a date 
to be fixed by the President by proclanxition in the Gazetfe. 
(2) Different dates may be fixed under subsection (1) in respect of different provisions of this Act. 
(3) Notwithstanding the coming into effect of this Act, financial transfers shall not commence until such 
time as the Minister of Health, in concurrence with the Minister of Finance, provides written approval 
thcrcfor afier consideration oC 

(qi tlic adequacy of thc systcins in place in Lhe Council for Mcdical Schemes to cfkctively manage 
risk equalisation transfers; 

(hi Uie quality of data available Tor purposes of ;tdminisleri~ig tlie risk eqidisation fwd: and 
(ci any other matter relevant to such approval. 
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EXPLANATORY MEMORANDUM ON THE OBJECTS OF THE MEDICAL SCHEMES 
AMENDMENT BILL, 2008 

1. The Medical Schemes Amendment Bill 2008 ("the Bill"), seeks to amend the 
Medical Schemes Act, 1998 (Act No.131 of 1998) ("the principal Act") to provide 
for - 

(a) the establishment of a risk equalisation fund, and for the implementation of 
risk equalisation among medical schemes; 

(b) a benefit structure within 'medical schemes that reduces complexity and 
facilitates greater cross-subsidisation across the membership of the 
medical scheme; 

(c) revisions to the governance framework within medical schemes to 
promote improved corporate governance; 

(d) certain measures to facilitate the emergence of risk-pooled medical 
scheme products for low income beneficiaries; and 

(e) various incidental matters 

2. CLAUSE BY CLAUSE ANALYSIS OF THE BILL 

Clause 1 
Clause 1 deals with definitions and inserts the definitions of basic benefits, 
benefit, supplementary benefit option, financial transfer, material relationship, risk 
equalisation, risk equalisation risk factor, risk equalised benefits, and the Fund. 
The definition of principal officer is amended to make reference to the section 
which places an obligation on trustees to appoint a principal officer (see 
discussion of Chapter 12, Part 2, below). 

Clause 2 
Clause 2 amends section 7 of the principal Act, by extending the functions of the 
Council for Medical Schemes (CMS), to include control of the management and 
administration of the Risk Equalisation Fund (the Fund) in accordance with the 
provisions of the Act, and to place an obligation on the Council to engage in 
effective consultation in relation to the implementation of the REF. 

Clause 3 
The financial year of the Council is changed from 31 December to 31 March in 
order to bring the Act in line with the requirements of the Public Finance 
Management Act (PFMA). 
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Clause 4 
In clause 4, the Bill inserts a new chapter 3A in the principal Act, which becomes 
sections 19A to 19s. The Chapter is divided into 5 Parts: 1: General Provisions; 
2: Risk Equalisation Fund; 3: Information Required for Risk Equalisation; 4: Risk 
Equalisation Methodology; and part 5: Appeals and Penalties. 

PART 1 

Section 19A 
Section 19A makes it clear that risk equalisation shall apply to schemes and 
schemes have a consequent obligation to comply with the requirements of risk 
equalisation. 

Section 19B 
Section 19B provides for prescribed minimum benefit, that these are prescribed 
by the Minister. 

PART 2 

Part 2 of Chapter 3A (sections 19C to 19H) deals with the institutional framework 
of the Fund, with specific focus on ensuring proper governance, control and 
accountability for the administration of the Fund. 

Section 19C 
The Council is required to establish a Fund, and open a bank account for the 
Fund. The Council's statutory requirements for reporting are also extended to 
include reporting on the Fund. 

Section 19D 
The section provides that the money in the Fund shall be managed by the 
Council. 

Section 19E 
Section 19E defines the sources of revenue which may lawfully form part of the 
Fund. 

Section I SF 
Section 19F provides that the moneys in the Fund may be appropriated only for 
risk equalisation transfers. 

Section 19G 
Section 19G provides for investment of monies not immediately required and for 
unexpended balances of the Fund to be carried forward to successive financial 
years. 

Section 19H 
Section 19H provides for separate accounting records to be kept by the Council 
in respect of the Fund, and for audits to be conducted by the Auditor-General. 
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PART 3 

Section 191 
Section 191 requires medical schemes to submit information to the Registrar, 
which may be required for purposes of risk equalisation. The section also 
protects personal information. 

Section 19J 
Section 19J provides for various measures to allow for proper verification of 
information submitted by schemes for purposes of risk equalisation, including: 
the submission of additional information by medical schemes, reports by an 
auditor, and conducting of inspections. Specific duties of auditors are also set 
out in this clause. 

PART 4 

Section 19K 
The section enables the Minister to prescribe a formula for the determination of 
the quantum of financial transfers. 

Section 19L 
The section provides for the publication by the Council of information relating to 
risk equalisation risk factors. 

Section 19M 
The section provides for the publication of information related to risk equalisation 
risk factors. 

Section 19N 
Section 19N provides for the determination of amounts of financial transfers. 

Section 190 
Section 190 provides for the effecting of financial transfers. 

Section 19P 
Section 19P makes provision for the possibility of the progressive implementation 
of risk equalisation to be determined by the Minister on the recommendation of 
the Council. This would entail incremental annual increases in the percentage of 
financial transfers that are payable, taking into account the interest of the 
financial soundness and viability of medical schemes in general. 

Section 19Q 
Section 19Q provides for the Registrar to timeously provide medical schemes 
with projections on financial transfers. 

Section 19R 
This provision makes it clear that if an appeal is lodged against a decision made 
in terms of the provisions of this chapter, such appeal shall not suspend any 
obligation to pay a financial transfer pending the outcome of an appeal. 
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Section 19s 
Section 19s makes provision for administrative penalties to be imposed by the 
Registrar on medical schemes for any failure to comply with risk equalisation 
provisions of the Act. 

Clause 5 
The clause provides for matters that must be included in rules of medical 
schemes. 

Clause 6 
The clause provides for the deletion of section 29A of the principal Act which is 
replaced by new section 32B. 

Clause 7 
Clause 7 introduces Chapter 5A which generally provides for admission of 
beneficiaries. Following hereunder are specific provisions. 

CHAPTER 5A: ADMISSION OF BENEFICIARIES 

Section 32A 
Section 32A incorporates the existing section 29(3) of the Act, without 
substantive amendment, providing for open enrolment. 

Section 32B 
Section 328 incorporates, without amendment, the existing section 29A of the 
Act, providing for waiting periods. 

Section 32C 
Section 32C provides for continuation of membership. 

Section 32D 
Section 320 provides for cancellation and suspension of membership. 

Section 32E 
Section 32 E provides for community rating by medical schemes. 

Section 32F 
Section 32F provides for contribution requirements for basic benefits. 

Section 32G 
Section 32 G provides for contribution requirements for supplementary benefits. 

Section 32H 
Section 32H provides for discounts for choice of provider 

Clause 8 
The clause provides for a new heading to chapter 6. 
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Clause 9 
The clause provides for a new section 32J which provides for basic benefits and 
supplementary benefit options. 

Clause 10. 
This clause provides for consequential amendments to section 33. 

Clause 11 
The clause provides for a new section 34A that prov~des for matters relating 
services obtained from public hospitals. 

Clause 12 
The clause seeks to amend section 35(12) of the principal Act by allowing the 
Registrar to act in certain matters without the concurrence of the Council. 

Clause 13 
The clause provides for changes references in section 36 to the now repealed 
Public Accountants' and Auditors' Act, 1991 to the relevant provisions of the new 
Auditing Professions Act, 2005. 

Clause 14 
The amendment to section 37 updates the standards for annual financial 
statements to come in line with international Financial Reporting Standards. 

Clause 15 
References in section 44(2) & (3) to the now repealed Inspection of Financial 
lnstitutions Act 1984 has been changed to reflect a corresponding reference to 
the 1998 Act. Erroneous cross references in subsections (6), (7), (1 0) and (1 1 ) of 
section 44 have also been corrected. These are purely technical corrections. 

Clause 16 
The clause provides for powers of the High Court in relation to flawed election 
processes, these powers are now integrated in section 51 of the Act where they 
are considered to be more appropriately located. 

Clause 17 
Section 56 of the Act is amended by replacing references to the now repealed 
Financial lnstitutions (Investment of Funds) Act, 1984, with references to the 
Financial lnstitutions (Protection of Funds) Act, 2001 . 

Clause 18 
Clause 18 amends the heading of Chapter 12 from "General" to "Governance". 
The Chapter heading "General" is reinserted by clause 23 after section 57 1. 

Clause 19 
Clause 19 inserts the heading for Part 'I: Board of Trustees 
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Clause 20 
The amendment to section 57(1), consistent with the governance model 
described above, are intended to emphasise the governance role of trustees, as 
opposed to management, by the Board. The amendment to section 57(2) 
establishes the accountability of the Board to its members and, to the extent 
provided for in the Act, to the Registrar and the Council. 

Clause 21 
The clause introduces sections on corporate governance in general and 
specifically provides for section 57A, which provides for the composition of 
boards of trustees and section 57B, which provides for duties of board of 
trustees. 

Clause 22 
This clause provides for matters relating to principal officers in general and 
specifically provides for their appointment, corporate governance, duty of care, 
disclosure, and suspension and removal from office. It is important to note that 
the amendment seeks to ensure that a principal officer or trustee who is 
aggrieved by a suspension or termination, and who believes that it has resulted 
from him or her duly performing his or her duties, or otherwise exposing 
inappropriate or unlawful conduct, to complain in writing to the Registrar. The 
Registrar then has a duty to investigate and, if there is found to be merit in the 
complaint, invoke such powers as may already be provided for in the Act to 
remedy the situation. 

Clause 23 
In accordance with the restructuring of this area of the Act, the Chapter heading 
for Chapter 13: General is inserted by this clause. 

Clause 24 
The clause simply seeks to clarify the existing section 63. 

Clause 25 
Section 66 of the Act is amended to make provision for specific offences and 
penalties in relation to fraudulent or obstructive measures designed to frustrate or 
subvert the effective application of risk equalisation among medical schemes. 

Clause 26 
The amendments to section 67 of the Act create enabling provisions for the 
Minister to make regulations relating to additional matters. 

Clause 27 
Clause 27 provides for transitional measures in relation to trustees and principal 
officers. it also provides for the short title of the Act and the fixing of the 
commencement date. It also provides for a trigger for the risk equalisation 
financial transfers to be in the hands of the Ministers of Health and Finance, 
based on consideration of the adequacy of risk equalisation systems, the quality 
of data for purposes of risk equalisation and any other relevant matter. 
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Clause 28 
Clause 28 provides for contractual or other business activities or arrangements 
notwithstanding the fact that such contractual or other business activities or 
arrangements may have been initiated or entered into prior to the coming into 
operation of any provision of this Act. 

Clause 29 
Clause 29 provides for the short title and commencement of the Act, that this Act 
is called the Medical Schemes Amendment Act, 2008, and comes into operation 
on a date to be fixed by the President by proclamation in the Gazeffe. 




