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AGENDA

Welcome
Good Morning - Goeie Mére - Molo - Sawubona

It is my very special privilege and pleasure on
behalf of the LA Health Board of Trustees to
extend to you one and all present this morning
a very warm and sincere welcome on what is
for LA Health a very special historical occasion.
Since the inception of LAMAF way back in 1967
our membership was confined to the Cape
Province only. From September 2003 when we
amalgamated with Jomed Medical Scheme

we opened our doors to all local government
employees and Councillors throughout South
Africa. This is the first time that we have the
privilege of staging our AGM in your beautiful
and friendly city.

We are grateful for the attendance this morning
of both in-service and pensioner members as well
as Councillors. We sincerely trust that you will not
only engage with us in a healthy and constructive
debate of the items on our agenda but ultimately
be able to look back on this get-together as a
most informative and satisfying experience. |
trust that during this meeting we would have
succeeded in allaying any fears that you might
have entertained as regards to the future not
only of LA Health Medical Scheme, but indeed
the medical schemes industry as a whole in

our country.

During the course of our deliberations this
morning we will be alluding to a number of

far reaching and even dramatic changes in the
manner in which the medical schemes industry in
South Africa will in future conduct their business.
This is envisaged in the original Health Policy
Document of the Government of the day and
which is currently being rolled out at considerable
pace in the interest of the total population of

our country.

Introducing the LA Health Board of
Trustees and Management Team

| would pause at this moment to indicate that the
report which | am presenting to you this morning is
the product of the LA Health Board of Trustees as a
team superbly serviced by our loyal and dedicated
Management Team. It is for this reason that during
the course of the Chairman’s Address | will be calling
upon the Chairman of the Finance Committee,

Mr. Tokkie Deysel ably supported by the LA Health
Principal Officer Mr. Andre de Koker to share with
you the highlights of our financial achievements and
stability by way of appropriate presentations. Similarly
I will also be calling upon the able and enthusiastic
Chairman of the LA Health Marketing Committee

Mr. Marius Mattheus to share with you the highlights
of our marketing and public relations efforts during
the year under review. | will also be calling upon
Trustee Danie Carstens to guide us through the latest
developments regarding the Single Public Service and
concomitant effect on our medical

scheme arrangements.

However, it has occurred to me that not only is this an
historic occasion, for the reasons | have highlighted
earlier, but it is also the occasion on which | am able to
introduce to you as | call upon them to stand and be
identified the 5 Employer Representatives on our Board
of Trustees who were appointed by SALGA effective
from the 9th May 2008 and who by the way are each
members of LA Health in their own right:

o Ms Lindiwe Sibiya from the Merafong City Local
Council (Carltonville)

o Ms Ntombende Joselinah Landingwe —
ClIr UniCity of Cape Town

o Mr Thumbu Mufuthu Isaac Mahlangu -
Ekurhuleni Metro Municipality (Germiston)

° Your own Councillor Mr. Sipho Alam Kaunda -
Ethekwini Metropolitan Municipality

o Last but not least Cllr Phumelelo Maxwell
Kate - Executive Mayor Makana Municipality
(Grahamstown) reappointed and current Deputy
Chairman of LA Health Board of Trustees.




Employee representatives:

o Mr Alan Bennett — retired employee City
of Johannesburg
° Mr. Gawie Beukman — Imatu Cape Town
o Mr. Danie Carstens — Drakenstein Municipality

° Mr. Tokkie Deysel — Chris Hani Municipality
o Mr. Ron Field - City of Cape Town

o Mr. Marius Mattheus — Nelson Mandela Bay
Metropolitan Municipality

Pensioner representatives:

° Mr. Rudi Bosman — Gauteng

° Mr. Fred Hoffman — Cape Town

o Mr. Andre Lemmer — Port Elizabeth
o Mr. Michael Schultz — Cape Town

May | invite you to take the opportunity of making
the closer acquaintance of the members of your
Board of Trustees to whom have been entrusted the
responsibility of promoting, preserving and protecting
your interests as members of LA Health Medical
Scheme and in respect of which they hold unlimited
fiduciary responsibility.

Apology for abscence

None

Opening prayer

I would like to call upon Trustee Andre Lemmer to lead
us in scripture reading and prayer.

Motion of condolence

During the course of the past year we were again
deeply saddened by the passing of a number of LA
Health stalwarts, members and beneficiaries. In this
regard we call, inter alia, the names of Sakkie Uys
(second Chairman of the original LAMAF);

Mr. Friedel Conradie and Mr. Sampie Busch who was

a member of our Liaison Committee. Our hearts go

out to the bereaved for whom we pray the blessing of
acceptance and peace of heart and mind. As a token of
sympathy may | ask you to rise for a few moments as
we adopt a motion of condolence.

Notice of the Annual General Meeting

LA Health is currently in the 41t year of its
establishment. Many waters have flowed under the
bridge during the past two decades. Looking back over
the years, one comes to the inevitable conclusion that
at the end of the day nothing has really changed. All
of us still seek the chalice at the end of the rainbow
represented by the very best of quality and appropriate
healthcare for the minimum of costs. This in fact is the
story of each and every one of the almost 150 medical
schemes in South Africa who courageously fight an
ongoing and uphill battle as they strive on the one
hand to meet the reasonable healthcare demands of
our membership while on the other we are faced with
the challenges of medical inflation and spiraling costs
of healthcare. This is currently the hot topic on the lips
of the Minister of Health and her department, and
indeed all of us who are charged with the responsibility
of giving effect to the many and varied legislative,
regulatory and policy requirements mandated by the
National Health authorities.

In order for us to continue a healthy debate on the
way forward may | suggest that we take the notice
convening this Annual General meeting as read.

I have a proposer and seconder.

Proposer:

Seconder:

Thank you very much - now on with the show.




Minutes AGM 2007

The minutes of the Annual General Meeting of
members of our Scheme held at the Pieter Rademeyer
Hall, Algoa Park, Port Elizabeth on Wednesday 20th
June 2007 is included in the agenda for this meeting.

I now call for a proposer and seconder for the adoption
of these minutes as a true reflection of the relevant
proceedings.

Proposer:
Seconder:

All in favour — thank you

Report by the Chairperson on behalf of
the Board of Trustees: AGM 2008

May I call upon the Deputy Chairperson Mr. Max Kate
to take the chair while | present the Annual Report on
behalf of the Board of Trustees.

We have arranged for copies of the Chairman'’s
Address to be made available to you when you
registered this morning. May | hasten to assure you
that | have no intention whatsoever of burdening you
with a verbatim presentation of the contents of this
somewhat formidable document. However, it is in line
with the dictates of sound Corporate Governance as

it seeks to properly inform our membership (those
present this morning as well as all those who will

be receiving a copy by post on request or by way of
referring to our website — www.lahealth.co.za) on

a wide range of issues that will undoubtedly have

an impact on the continued ability of the Scheme to
promote and maintain a level of best quality, value for
money, affordable healthcare on an equitable basis to
current and prospective LA Health members.

I will merely attempt to focus on a number of
highlights which feature in the address and which
| firmly believe will be of particular interest to our
members countrywide.

In the process we will endeavour to equip our
membership with the necessary relevant information
which will lead to a better and clearer understanding

and acceptance of the complex nature of the many
daunting issues which require the Board of Trustees
to suitably apply their minds and take meaningful
and considered decisions as we chart our paths into
the future.

The Board of Trustees are furthermore required by
law to submit a report reviewing the activities of the
Scheme over the past financial year at this Annual
General Meeting and in this regard | would focus your
cordial attention on the formal report contained on
pages 11 - 18 of your agenda-booklet. Whilst it is not
my intention to over-emphasise the issue | would be
failing in my duty if | did not remind our members
and more specifically our Trustees that they carry an
extremely heavy burden, in all their deliberations and
carefully considered decision making, of unlimited
fiduciary responsibility for any and all of their actions
and/or decisions. It is for this very reason that Judge
King in his report on Corporate Governance Il has
sounded a warning that the extent of this responsibility
is regarded as a deterrent to any one “who is fit and
proper” to come forward and offer their services /
expertise as a Trustee notwithstanding the genuine
willingness of the Trustee to serve the best interest of
fellow members of the Scheme. It is rumoured that this
position will exacerbate in terms of the King Il Report
which is eminent.

Looking back 2007 - 2008

Please join me in looking back over the past year since
our last AGM. Having due regard to the numerous
challenges which was faced by LA Health with
confidence and dedication, resulting in resounding
success, | am tempted to call to mind the words of the
famous blind lady Helen Keller who once said “I am
only one, but still  am one, | cannot do everything,
but still I can do something. And because | cannot do
everything, | will not refuse to do something I can do.”

Allow me to salute my fellow Trustees and the
members of the LA Health Management Team for
facing their daunting task courageously and with
compassion and full appreciation of the needs of all
our members out there.




Medical Savings Account vs Insured
Procedures Benefit (IPB)

A continuing issue is LA Health's foreceful objection to
the Registrar insisting on members using the current
year's Medical Savings Account before being able to
access their Insured Procedures Benefit. LA Health
lobbied the Board of Healthcare Funders and with
their active support procured legal advice as well as
concurring Senior Advocate's opinion which served as

a basis for calling upon the Registrar in terms of the
relevant Access to Information Legislation to provide us
with his reasons:

o Why they contended that the request by LA
Health would unfairly discriminate against
the elderly

o Why it would render the Rules inconsistent with
the Medical Schemes Act.

However, the bureaucratic wheels turn extremely
slowly and in this regard the jury is still out and we
await the outcome of this initiative with somewhat
bated breath as we prepare to give attention to our
benefit design offerings for 2009 as well as the impact
of the provisions of the Medical Schemes Amendment
Bill which has been published on the 2nd June 2008
for comment.

Audited Summarized Financial
Statements and Auditors Report for the
year ended 315t December 2007

I would like at this stage to focus your attention on
the Audited Summarized Financial Statements and
Auditor’s Report for the year ending 31t December
2007 as set out on pages 19 — 35 of your agenda-
booklet for this meeting. In this regard | would

point out that the comprehensive Annual Financial
Statements and Report of the Independent Auditors
together with the accompanying Management

Report comprises 63 pages. As a consequence, it is not
deemed feasible to furnish every one of the 20 000 odd
members of the Scheme with a copy thereof. However,
any interested member may be furnished with a copy
on request.

As part and parcel of the Chairman’s Address | will in
due course call upon our Principal Officer, Mr. Andre
de Koker, ably supported by the Chairperson of our
Finance Committee, Mr. Tokkie Deysel to share with
you by way of an appropriate presentation various
highlights of our current financial position and
attendant statistical data which | am confident you will
find most satisfying and comforting.

You will note in particular that LA Health has been
able to increase its solvency level to 32% over the
25% prescribed by the Registrar, despite the healthy
membership growth for the fifth year in succession.

It is fitting indeed that at this stage | would on behalf
of the Board of Trustees and all our members pay
glowing tribute to our Finance Committee under the
constant scrutiny and capable leadership of Tokkie
Deysel for the manner in which they have been ever
vigilant as custodians of our finances. In the process
they have gone out of their way to ensure true value
for money for the healthcare spend on our members;
demanding our pound of flesh for the highest level
of service from our Administrator, Discovery Health,
together with our Healthcare Management Team,
MediKredit and Insight. A special word of thanks to
Alan Bennett who looks after our Investment Portfolio
for the healthy returns on our investments.

May | also on your behalf extend to our external
auditors Messrs KPMG under the able leadership of Mr.
Edward Belstead together with Marcelle Fouche for the
very special manner in which they have always sought
to ensure that our accounting procedures and records
are fully in line with the relevant legal requirements.
As a consequence | am able to inform this meeting
that your Board of Trustees has seen fit on the basis of
the quality of services rendered by them in the past to
reappoint Messrs KPMG as our External Auditors for
the 2008 financial year.

Our external Audit Committee currently comprises Mr.
Arno Vorster (Chairperson) together with Mr. John
Davis and Ms. Nishi Chowthee and two members of the
Board in the persons of Mr. Tokkie Deysel (Chairman
Finance Committee) and Mr. Rudi Bosman.



The record will show that the Audit Committee has
been particularly actively involved in the matters of
the Scheme in relation to their Terms of Reference
approved by the Board and in line with the relevant
legislative framework. These terms of reference also
include functions of a Risk Committee in an advisory
capacity to the Board. On your behalf | would convey
to them our sincere and grateful appreciation for their
dedicated, informed and professional services which
they have so willingly provided in the interest of our
Scheme and its members over the past year. Allow me
also to place on record our appreciation to Mr. Casper
Venter who has retired as a member of the Audit
Committee for his loyal and diligent services.

On behalf of the Chairman of the Audit Committee |
would invite your attention to the fact that the copy
of the Report by the Audit Committee on the financial
activities of LA Health over the past year is available
to any interested person on request directed to our
Principal Officer.

The Chairman of our Finance Committee assisted by
Andre de Koker will also respond to any questions from
the floor flowing from this document.

Marketing and Public Relations

In line with my earlier indication that the Chairman’s
Address will be a team effort on behalf of the Board

of Trustees | will at the end of my presentation and
following the contributions by the Chairman of the
Finance Committee and the Principal Officer call upon
Trustee Marius Mattheus in his capacity as Chairman

of our Marketing Committee to present the following
report on the LA Health Marketing and Public Relations
activities for the period 2007 / 2008.

Since the last AGM that took place at the Pieter
Rademeyer Hall in Port Elizabeth in 2007, the Scheme
went through another window period during October
and November 2007. Although the Scheme recruited
+ 1 100 new members, (way below our target), the
profiles of the members that joined LA Health was
what we wanted e.g. young healthy low claimers.
During the window period information sessions

were held and some issues were identified, but these
were addressed and have not occurred again.

We would like to thank our Administrator,

Discovery Health, for all the support and expertise they
have given the Marketing Committee to be able to
grow and strengthen the Scheme to where it is today —
a true competitor in the Local Authority market.

A very successful strategic session was held during May
2008 for the LA Health Board of Trustees to discuss the
way forward for our Scheme. On the 26th May 2008
LA Health’s first ever golf day was held and thanks to
our service providers and sponsors we could donate
R37 100 to the Hensie Vroom Child Relief Centre, the
charity of choice of the Board member of the winning
golf team: Mr. Danie Carstens.

The Marketing Committee is forever trying to
implement new ideas and improve benefits, but
members should note that any improvement in benefits
comes at a price — an increase in benefits will ultimately
lead to an increase in membership fees! It is therefore
imperative that LA Health structures its benefits and
also the cost thereof to ensure that our members
receive the best possible benefits at an affordable

price that will suit the pockets of a wide range of Local
Authority Employees. To this end LA Health can offer
its member a wide range of benefit options:

LA Comprehensive, LA Core, LA Active, LA Focus and
the very popular LA KeyPlus Benefit Option.

I would like to thank the Deputy Principal Officer, Mr.
Aklaag Mahmood and the Public Relations/Liaison
Officer, Miss Yvette Brand and the members of the
LA Health Marketing Committee: Gawie Beukman
Deputy Chairperson, Ron Field, Rudi Bosman, and the
ever hard working Fred Hoffman for their continued
support, hard work and dedication to make LA
Health the Scheme of choice to all Local Government
Employees and Councillors.

We hope that the year to come will be just as good
as the past and we assure our members of our best
services at all times.




Post Retirement Funding of Medical
Scheme membership: City of
Johannesburg Gauteng

At the 2007 Annual General Meeting we reported on
progress with the institution of civil proceedings by
the Scheme against the Johannesburg City Council
on behalf of a large proportion of our continued
(pensioner) members who had their subsidised
portion of membership fees unilaterally reduced by
their former employer when still members of the
former JOMED.

For technical reasons and in order to avoid undue
delays, Senior Counsel advised the Scheme to proceed
on behalf of one member only. At this stage we are
pleased to report that the matter has now reached the
stage where a trial date is awaited. With the backlog
experienced in our courts, this may take some time.

Medicine Pricing Regulations

The members of medical schemes throughout the
country as well as the pharmaceutical industry continue
to be dismayed and disgruntled at the fact that finality
has not yet been reached regarding an appropriate
and mutually acceptable accommodation of the

prices of medicines provided to Scheme members. The
Minister at the time suggested it would give rise to

a considerable saving of cost in our medicine spend
which has frankly not evenutated.

Please remember the following providers supply
prescribed medicine without administration fees:

J Chronicare

o Clicks Pharmacies
o Dischem

° MKem

o Direct Medicines

This aims to save unnecessary hassles by way of co-
payments on behalf of our members. Whilst this is
not to be viewed as a Designated Service Provider,

members are not compelled to make use of these
services. They are free to continue their relationship
with their providers where they will have to pay any
applicable administration fees.

SALGBC Accreditation Requirements

As far as we are aware there has been no meaningful
increase or changes to the accreditation criteria
determined by the SALGBC in respect of Local
Government Medical Schemes for 2009. However,

LA Health has lodged its application for accreditation
and have every reason to believe that we will again
be accredited as one of the Schemes catering to the
healthcare needs of local government employees/
councillors throughout South Africa. You may
accordingly take comfort in the fact that LA Health
has complied in every respect with the prescribed
requirements and we therefore look forward with
confidence to the future.

Single Public Service: possible impact on
local authority medical schemes

LA Health is indeed priviledged to have as a member
of our Board of Trustees, Mr. Danie Carstens, who

is the President of IMATU and Vice Chairman of the
Federation of Trade Unions of South Africa. Danie has
been at the coalface of all the high level negotiations
between Labour and the Minister as well as the
Department of Public Service Administration in respect
of the proposed Single Public Service and | will call
upon him at the conclusion of my presentation to bring
you the very latest developments which might hold an
inherent threat to LA Health Medical Scheme.

Setting the Scene: the way forward

It behoves you and | who have the privilege of enjoying
the benefits of medical scheme cover to sit up and take
urgent note of the following salient stage props of
what appears to be many far reaching and dramatic



changes in our current system of healthcare, on which
the curtain is about to be raised:

o While expenditure by, and contributions
to, medical schemes have been increasing
rapidly over at least the past ten years there
has been very little increase in the number
of medical scheme beneficiaries throughout
the country. On the other hand public sector
spending on healthcare has been relatively
stagnant in real terms, while the size of the
population dependant on the public sector has
increased. Consequently, the gap in real per
capita healthcare expenditure between those
dependant on the public sector and medical
scheme beneficiaries has increased rapidly over
the last decade.

o In 2005 only + 15% of the population was
covered by medical schemes and were able to
secure most of the health services in the private
sector. At the same time the per capita annual
expenditure on this group was equivalent to
approximately R9500 per beneficiary.

o A further + 21% of the population are not
covered by medical schemes and use the private
sector on an out-of-pocket basis (mainly for
primary care) but are likely to be entirely
dependant on the public sector for hospital
in-patient care. The per capita annual
expenditure on this group was equivalent to
roughly R1500 per person in 2005.

o The remaining 64% of the population can be
said to be entirely dependant on the public
sector for all their healthcare services. For
this group less than R1300 is spent per person
per annum for government primary care and
hospital services. Hence the series of healthcare
Amendment Bills which are coming at us in
rapid succession at extremely short notice.

In the light hereof it is not difficult to appreciate the
urgency with which the government are determined
to address these disparities on the road to giving the
population access to an appropriate level of healthcare
on an equitable and affordable basis.

National Health Insurance system in
South Africa (NHI)

It is by this time common knowledge that one of the
many decisions taken at the last Polokwane Conference
included a call on the government to expedite the
introduction of a National Health Insurance Scheme for
all citizens in South Africa.

In this regard we were always under the impression
that the establishment of a Low Income Medical
Scheme (LIMS); the introduction of a Risk Equalisation
Fund and Legislation prescribing mandatory
membership of medical schemes for all those in
employment were stepping stones on the way to Social
Health Insurance (SHI) leading on to National Health
Insurance (NHI). However, if one pauses to read the
writing on the wall and take into account the contents,
inter alia, of the National Health Amendment Bill
which is currently before Parliament; the Medicines
and Related Substances Amendment Bill currently in
the public consultation process apart from a number
of related healthcare legislation which is waiting in
the wings, in my view requires us to “fasten our seat
belts as we are undoubtedly in for a rough ride” as we
adjust ourselves to a complete paradigm shift in the
healthcare environment in South Africa. This speaks
loudly to bringing home a clear message that Medical
Schemes will be required to align their approaches,
thinking and decisions so as to ensure that we are not
left out in the cold.

Without attempting to be an alarmist in any way it
is difficult for the average Medical Scheme not to
habour with some measure of trepidation the advent
of a Social or National Health Insurance System for
our country, more particularly where mandatory
membership of a medical scheme for all those in
employment and which forms the last of the four
pillars of the ANC Health Policy Document is not
yet in place. The same may be said of the absence
of the much vaunted Risk Equalisation Fund from
which all accounts a Scheme like LA Health stands
to derive considerable benefit. However, one of the
most disturbing features of what appears to be the
current trend of thought of the health authorities is
that mandatory health insurance should only cover




hospital care at the level of the costs within the public
sector hospitals. It is conceded that they envisage that
contributors could choose to use private hospitals

in which case they would have to take out “top up”
medical cover to pay for the higher costs in private
hospitals. Against the background of the historic
reticence on the part of the general public to make use
of public hospital facilities and services, on account of
its alleged unacceptable level of service it goes without
saying that any shift from the private hospital to the
public hospital sector will place an enormous additional
load on them which would in turn demand immediate
attention to the urgent need to improve public
hospital services and infrastructure. One has reason to
believe that arising from the Polokwane Conference
that this aspect of the problem is being accorded the
highest level of attention by the Government. In the
same breath we are all aware of the practice of many
specialists who charge well above the current NHRPL
for in-hospital services related to prescribed minimum
benefits where the Scheme is compelled to pay at cost
without co-payment. In this regard the Department

of Health has suggested that this should also present

a window of opportunity in respect of the rendering
of specialist medical services in terms of private public
partnership agreements in the public hospital sector.

Arising from the aforegoing it will be recalled that the
uncertainty surrounding various aspects of legislative,
regulatory and policy changes in the healthcare sector
at this particular moment in time was the very reason
that the Annual General Meeting last year unanimously
approved of an amendment to the LA Health Rules

in terms of which the term of office of our Board of
Trustees was extended by one year until June 2009
which has been duly ratified by the Registrar. This will
promote the retention of experience and expertise
built up over a period of time that would enable the
Board to set a course through rough seas and stormy
weather in order to achieve the ultimate destination
namely being the medical scheme of natural choice
for all local government employees/councillors and
their pensioners. In this regard it is abundantly clear
that much remains to be done and to this end the
abounding assurance is given that each and every

one of the members of your Board of Trustees and
Management Team recognizing the tremendous

responsibility which rests on their shoulders will “do
everything they can do” in the interest of LA Health
and its membership.

At this point in time and not pre-empting my reference
in a later section of this address regarding the

Medical Schemes Amendment Bill recently released by
Parliament for purposes of “public participation” it is
extremely disconcerting to see that there is an attempt
to restrict the tenure of medical scheme Trustees to a
period of six years (i.e. 2 X 3 year terms). In the case

of LA Health Medical Scheme this would have the
effect of removing all but the four recently appointed
employer representatives from our Board of Trustees
by June 2009. This would precipitate the election of
eleven entirely new Trustees whose experience and
expertise are considered to be critical as we shape up
to deal with the extremely dramatic challenges that
will be facing LA Health Medical Scheme as one of

the small number of schemes currently accredited to
cater to the healthcare needs of local government
employees/councillors.

National Health Amendment Bill

LA Health has been extremely active in giving

input also through the channels of the Board of
Healthcare Funders of Southern Africa on the
extremely challenging provisions of the National
Health Amendment Bill. This draft Bill, which recently
passed muster by the Cabinet, is currently in the public
participation process, including the imminent sitting of
the Portfolio Committee on Health.

It will be recalled that the Minister of Health had
convened a National Indaba aimed at addressing

the spiralling costs of healthcare with particular
reference to hospitals and specialists and in the process
called upon all role-players to make a meaningful
contribution to holding such costs down to below CPIX.
On the one hand the private hospital groups have
rejected claims that their charges are excessive having
due regard, inter alia, to the unavoidable necessity of
dramatically increasing remuneration of nursing staff
to avoid further losses of nurses which were already
occurring at an alarming rate. Furthermore their
shareholders would hardly be willing to pare down



their profit margins below CPIX as they could obtain
a better return on their investment in other fields. On
the other hand medical schemes were experiencing
many instances where particularly specialists are
charging well above NHRPL for in-hospital services,
more especially in respect of Prescribed Minimum
Benefits. In instances where the member is unable to
avail himself of one or other form of Gap Insurance
cover such member is faced with unpalatable
co-payments.

In short the main thrust of the Bill is focused on the
establishment of a “Tariff Bargaining Chamber”
comprising representatives of all relevant stakeholders
who will attempt to determine an NHRPL which will
serve as a maximum which service providers are able
to charge, or less in order to be more competitive.
However, bearing in mind that the erstwhile Scale

of Benefits published by BHF as a “guideline” to
medical schemes was outlawed by the Competitions
Commissioner. Although subsequently replaced by an
NHRPL, published by the Council for Medical Schemes,
and therafter taken over by the Department of
Health, the real challenge appeared to be whether the
activities of the proposed Tariff Bargaining Chamber
and associated Facilitator and Tribunal might fall foul
of the Competitions Act and create a position

of dé je voux.

Participating in the debate LA Health has cautioned
that irrational and/or inappropriate action should
under no circumstances give rise to a detrimental effect
on medical scheme membership either in respect of
payment upfront and/or co-payments and/or being
unable to access high quality healthcare services due

to an exodus of professionals (e.g. in excess of 60%

of all qualifying anaesthetists in our country currently
emigrate to seek greener pastures overseas!).

A further and important bone of contention in the
process has been the absence in the view of the health
economists and analysts, that at the present moment
in time there is no mutually acceptable benchmark for
the measurement of the cost of a healthcare service.
BHF has indicated that it considers this to be a matter
of extreme importance in respect of which it will

take the lead. The authorities have conceded that

the current NHRPL is flawed in so far as it contains a

number of inconsistencies which the department has
indicated they hope to eliminate within the next year
or two by a process of intensive clinical data research.
To this end the Minister has appointed a NHRPL
Advisory Committee on the 1t May and LA Health will
also in this regard actively engage itself in a process of
submitting factual evidence that will speak to the ideal
ultimate solution to the current dilemma surrounding
the level at which the NHRPL is pitched.

Medicines and Related Substances
Amendment Bill 2008

LA Health have supported BHF in their wide-ranging
comments on the Medicines and Related Substances
Amendment Bill 2008. Our clinical advisors have indi-
cated that after working through the BHF submission
that they were more than impressed with an excellent
document in which BHF had carefully and thoroughly
covered the areas where clarity is required and where
concerns may arise. It was difficult to improve on the
Draft Submission. Those who compiled it were to be
warmly complimented as it was obvious that they
understood the situation and thus have made well con-
sidered observations, comments and suggestions.

While on the subject of medicine it is praiseworthy
indeed to note that the government has clamped down
on the sale of Epherdine and its derivatives and related
substances which have been implicated with the
production of Tik by including these substances under
Schedule 6. This has brought about tighter controls
since all amounts of these medicines now have to be
accounted for with the required documentation, etc
and can no longer be bought over the counter as single
ingredient products. However, Epherdine and related
substances when used in combination products for the
treatment of colds and flu remain available to be easily
purchased without a prescription from pharmacies but
subject to tight control over the amount to be supplied
per sale.

May | share with you my actual experience whilst
engaged in preparing this address in the early hours a
few days ago. On retiring | picked up my daily reading
which | opened at random and totally by chance
came across a brief article under the heading “heart




disease”. It referred to the fact that pharmaceutical
companies make billions of dollars selling drugs that
prevent hardening of the arteries, a condition that can
lead to heart attacks, which kills many thousands of
people every year. However, a more serious condition
than hardening of the arteries is hardening of the
heart and it cannot be prevented by any wonder drug!
The typical symptoms of this deadly condition is the
refusal by many of us to execute true justice and failure
to show mercy and compassion. The message concludes
by prompting us to remember at all times that while

it is important to keep plaque from forming in the
arteries of our hearts, that it is even more important

to keep our hearts from becoming callous to people
around us including the members of our family, friends,
colleagues as well as the widows, orphans, the poor
and not forgetting the “aliens” in our midst. The

fact that this article was penned more than a year

ago surely has particular reference at this moment in
time when we look around and take stock of what is
happening in our various cities and towns as regards
the foreigners within our borders?

The Traditional Health Practitioners Act
No. 22 of 2007

The Minister of Health by order of the President In-
Cabinet has issued a proclamation in terms of which
30t April 2008 has been determined as the date on
which various sections of the aforementioned Act shall
come into operation. This rings the changes in respect
of the advent of traditional health practitioners in
terms of the legislation. Consequently medical schemes
would have to adapt to be able to cater therefore. In
the circumstances the Board of Healthcare Funders

has been urged to provide the necessary advice and
guidance to medical schemes as they rise to meet the
challenges of the new dispensation which will see the
emergence of some conservatively estimated 80,000
providers under this category. The necessary steps are
already being rolled out in respect of the composition
of a Traditional Health Practitioners Council who will in
due course determine criteria for registration and

all that goes with it, including the allocation of
practice codes and related levels of remuneration by
medical schemes.

The Consumer Protection Bill

The Consumer Protection Bill was tabled in Parliament
this month scarcely a year following upon the National
Credit Act (NCA) which came into effect in June 2007.
The aim of the NCA and the Consumer Protection

Bill is to protect the public from unscrupulous credit
providers and businesses.

It is claimed that once the Consumer Protection Bill
has become legislation and is enforced the public
would be able to transact with more confidence in the
knowledge that their consumer rights for everything,
excluding short-term and long-term insurance,

are protected by the new law. The Department of
Trade and Industries will shortly set the dates for
public hearings on the Bill which is expected to be
promulgated in September 2008 and enforced a year
later. Some of the issues regulated by the Bill include
disclosure by sellers of prices and pertinent information
relating to goods sold; fair and responsible marketing;
reasonable terms and conditions; quality and safety
and accountability by sellers. LA Health in this regard
also will benefit by not only the legal expertise
available at BHF without cost to our scheme, but also
guidance on practical issues that might affect the way
that medical schemes have been doing their business
in the past. It is of more than just passing interest to
note that the BHF have already made substantial input
in respect of this Bill and have proposed, inter alia,
that as the health sector is well regulated by a number
of pieces of existing legislation, that the proposed Bill
should not apply to it. BHF has furthermore submitted
that some of the requirements of the Bill are in conflict
with some of the current legislation to which medical
schemes are subjected and that they could be contrary
to the efficient functioning of various components

of the health industry. We will keep a watching brief
as this Bill progresses and will at all times act in the
interest of our membership.



Brokers Medical Schemes Amendment

Bill 2008

The Medical Schemes Amendment Bill was published
in the Government Gazette No. 31114 as recent as the
2" June 2008 and has now been placed in the public
domain for comments by all relevant stakeholders. A
concerted effort has been made in close collaboration
of the Board of Healthcare Funders to address the

The issue of brokers has for some time been a bone

of contention, more specifically in respect of the
responsibility for the payment of broker fees which
currently stand at = R73 per member per month of
those making use of broker services. Under the current
dispensation the medical scheme carries the cost

of such broker fees which in the case of LA Health

amount to + R8 million for 2008 in respect of 60% of
our members making use of broker services. Obviously
the remaining 40% who do not use broker services
have always questioned the morality and justification
for them having through their subscriptions being
compelled to make a contribution towards such
broker costs.

In this regard it is not without interest that we read

in the Financial Mail of 9t May 2008 that the Council
for Medical Schemes plans to release a discussion
document within weeks detailing wide-ranging reforms
affecting how brokers deal with medical aids according
to the report. Until now, medical aids paid brokers

for “new business”, which meant brokers have more
allegiance to the medical scheme rather than to the
consumer. Now consumers will probably pay brokers
costs directly rather than the scheme. An interesting
development in respect of which we will keep a close
watching brief. In this regard it is generally contended
that whereas a broker is restricted to a prescribed
monthly fee for his broker services which he receives
irrespective of which medical scheme his client belongs
to, that there appears to be much substance in the
suggestion that brokers are incentivised in a range of
other perverse methods. In the circumstances it has
often been suggested that these perverse incentives
would fall by the way when the member is responsible
for the payment of the broker fee. At the same time
the member would be encouraged to monitor the level
of service of the broker which is more often than not
the case under the current dispensation. Whilst there
are obviously divergent views on this subject is goes
without saying that whilst other competitive medical
schemes are permitted to utilize brokers at the cost of
the scheme that it would be foolhardy for LA Health

to go it alone. Consequently we will be following
developments in this direction with particular interest.

Draft provisions which deal, inter alia, with the
following matters:

The provision for Risk Equalisation among
medical schemes including the establishment of
a Risk Equalisation Fund which notably is to be
placed under the control and management of
the Council for Medical Schemes;

To amend the provisions relating to benefits and
contributions provided by medical schemes;

The admission of beneficiaries on an open
enrolment basis including the imposition of
waiting periods under certain circumstances

as well as continuation membership and a
prohibition on the ability of a medical scheme
to cancel or suspend the members membership
except under very specific grounds outlined in
the Bill;

The application of community rating in

respect of the termination of medical scheme
contributions as well as in relation to the
contributions required in order to provide basic
benefits as well as supplementary

benefit options;

A series of general governance provisions
relating to the composition, election and term
of office of members of boards of trustees
(note: an earlier reference has been made to the
proposed limitation of the term of office to six
years in respect of which it is strongly argued
that this cuts across the principal of freedom

of association in choice as enshrined in the
South African Constitution and stands to be
vigorously challenged).




Every endeavour is being made to subject the
provisions of the Draft Bill to the closest legal and
other in-depth scrutiny and the outcome thereof will
be conveyed to this Annual General Meeting if at all
possible, with the assistance and guidance of the Board
of Healthcare Funders of Southern Africa.

AdmedGap Insurance Cover

It will be recalled that the Registrar initially had
succeeded in his application to the High Court for an
interdict to stop Guardrisk as the underwriter from
conducting the business of a medical scheme in so far
as, inter alia, AdmedGap cover is concerned. However,
the Appeal Court with five judges finding unanimously
overturned the judgement which was handed down in
favour of Guardrisk. Thereupon the Council for Medical
Schemes petitioned the Constitutional Court who have
also rejected their appeal with costs. Throughout the
process Guardrisk have continued to give our = 10 000
LA Health members who contribute to AdmedGap the
assurance that it is business as usual. You are still able
to obtain AdmedGap cover in respect of the difference
between the in-hospital benefit paid by LA Health in
respect of medical practitioners and that which they
charge up to a limit of R100 000 per family per annum
at a cost of R90 per family per month on a voluntary
basis one is therefore tempted to suggest that this

is indeed cover which is much like a parachute, "“if

you do not have it when you need it you will never
need it again” (give my own experience with my hip
replacement and my wife’s knee replacement).

On the 21 of May medical schemes were appraised of
Draft Legislation by the Minister of Finance proposing
amendments to Long-term and Short-term Insurance
Bills. There has for some considerable time been a spat
between the Departments of Finance on the one hand
and Health on the other in respect of the demarcation
of what is a medical scheme product as opposed to

an insurance product. The Draft Legislation envisages
that such determination will now rest with the Ministry
of Finance but it is somewhat difficult to determine
whether this bears any relationship to the recent series
of unsuccessful attempts by the Registrar of Medical
Schemes to outlaw Short-term Insurance provision

of the ilk of AdmedGap. Having due regard that the
erstwhile LAMAF were indeed the pioneers with the
introduction of the former AdmedSuper Insurance
provision. This enabled a member of a medical scheme
on a voluntary basis to ensure against the difference
between the Scheme benefit and the actual charges
levied by Specialists/General Practitioners for in-
hospital services, including Prescribed Minimum
Benefits which, at this moment in time, Schemes

are compelled to provide at “cost without any co-
payment”. It is common knowledge that over the years
+ 10,000 members of LA Health, who have availed
themselves of this form of medical insurance at a cost
until recently of + R70 per family per month, have

in many instances been saved from financial ruin.

The latest incident in terms whereof a member of
AdmedGap of the University of Stellenbosch was able
to receive a maximum payment of R100 000 in respect
of such in-hospital costs which had in fact totaled
R150 000. In the circumstances, and also in response to
a clamour from our various pensioner associations,

LA Health has taken the necessary steps to record their
objection to these provisions.

LA Health Strategic Workshop 14 - 16
May 2008: charting the way forward,
identification and mitigation of risks:
setting our sails for the future

The findings of our Strategic Workshop saw a
unanimous reaffirmation of our vision and mission of
LA Health becoming the medical scheme of automatic
choice for all local government employees and
councillors in the nine provinces of our country by way
of remaining a Restricted Medical Scheme for

Local Government.

At this stage and having due regard to the anticipated
date of implementation of the “Basic Benefit Package
of Benefits” only in 2010 and the Risk Equalisation
Fund in earlier 2011, LA Health does not envisage any
major changes in our current Benefit Design for the
new year. However, we will certainly again review the
current provisions regarding MSA/IPB.



Motion for consideration at AGM

Motion from LA Health Board of
Trustees: Trustee Remuneration

In terms of a unanimous decision taken at the 2006
AGM, the Board of Trustees duly canvassed the support
and approval by the Registrar for the amendment

of the Rules of the Scheme in order to empower the
Board to determine the amount of any remuneration
and other allowances that may be payable to the
members of the Board “in line with guidelines
determined by the Registrar” and specifically to ensure
that such remuneration and other allowances do not
negatively impact on the financial viability of the
Scheme. Unfortunately notwithstanding protracted
negotiations with the Registrar such approved
guidelines have not been forthcoming. In an earnest
endeavour to bring this matter to finality your
Chairman, following an interview with the Registrar,
was requested to prepare a discussion document

for further consideration by his office. However,

in the process it was determined that there were
wide-ranging variances in the level of remuneration
of Trustees in respect of large, medium and small
Open Schemes as well as Restricted Schemes. There
was also readily available a number of far-reaching
research documents relating to the remuneration

of non-executive Directors / Trustees, including that
produced by, inter alia, Price Waterhouse Coopers,

as well as Deloitte & Touche in addition to similar
research undertakings by a number of medical schemes
themselves, including GEMS. However, the bottom
line appears to be that given the unlimited fiduciary
responsibility of a medical scheme Trustee and the
requirement that the Trustee shall be “fit and proper”
to be able to discharge the grave and demanding
responsibilities of office that there was no moral
justification for determining such remuneration at a
figure less than that awarded by the Scheme to the
members of its external Audit Committee who despite
having to be “fit and proper”, carried no

fiduciary responsibility.

At this point in time attention is directed to the fact
that the relevant provision of the LA Health approved

Rules currently reads as follows:
- “18.15 Remuneration of Board Members

An honorarium as may from time to time be
determined at the annual general meeting may
be paid to members of the Board. Members

of the Board may also be reimbursed for all
reasonable expenses incurred by them in the
performance of their duties as trustees, at

the rate determined from time to time by

the Board.”

Arising from the aforegoing and following in-depth
research in collaboration with a representative cross-
section of the comparable medical schemes your board
of trustees have resolved to submit for favourable
consideration, approval and implementation a motion
which is aimed at suitably addressing this issue in

such a manner that any such remuneration and other
allowances will not negatively impact on the financial
viability of the Scheme. In fact the total estimated cost
that will be occasioned by the proposal included on
our agenda would represent a mere 0.15% of our total
annual expenditure on a budget of R625 million.

Board of Healthcare Funders of Southern
Africa: BHF Region South: Private Public

Health Forum (Western Cape): Provincial
Health Council Western Cape

My re-election to the Board of Directors of the

Board of Healthcare Funders of Southern Africa for a
period of two years, has made it possible for me (on
behalf of medical schemes in general and LA Health
Medical Scheme in particular) to make regular and
incisive input in respect of far-reaching legislative,
regulatory and policy healthcare issues that we are
currently facing in increasing measure and which will
undoubtedly bring about a complete new paradigm
shift in the way that medical schemes are currently
conducting their healthcare business. In my capacity
as convenor of the BHF South Region (KwaZulu
Natal, Eastern Cape, Southern Cape, Western Cape)
it is my privilege to initiate on a regular basis high
level discussions between our medical schemes on
the common threats and challenges presented by the




numerous legislative, regulatory and policy changes
facing us on the way forward.

In similar vein as a member of the LA Health delegation
to the Private Public Health Forum (Western Cape)

we are able to keep in touch on a regular basis with
developments also in the public healthcare sector
which to a large extent impacts on our industry and
has particular reference on the way forward under

the new dispensation which is envisaged in terms of
the legislative provisions currently on the table in
Parliament with particular emphasis on the role that
PPP initiatives play in bringing about cost savings.

I would in all humility also acknowledge the honour
bestowed upon me by my appointment by the
Minister of Health of the Western Cape as the only
representative of the private sector on the Provincial
Health Council effective as from the 1st March 2008.
This also affords me the opportunity of making
cogent input at Provincial level of a number of serious
challenges to our healthcare system also on a national
basis and to which end we have already been able to
make meaningful input in respect of, inter alia:

o The current embargo on the facilities for nursing
and training as well as emergency services
personnel against the background of generally
accepted shortage of nurses through various
reasons, as well as our inability to comply
with the requirements of FIFA in respect of
emergency services for the World cup 2010.

o The Provincial Health Council embraces the
various District Health Councils on whose
shoulders will rest the responsibility and
duty related to primary healthcare to their
inhabitants. | am particularly deeply indebted to
all my colleagues in these particular spheres for
their indulgence, patience and support of my
efforts to promote the interest of the welfare of
medical scheme members apart from the South
African population in general.

Vote of thanks

Allow me to take the opportunity of conveying to
each and every one of you present today as well as our
wider membership who through circumstances beyond
their control have not had the opportunity of joining
us today of placing on record a motion of sincere and
grateful appreciation for your continued interest, co-
operation and high level of support we are privileged
to enjoy from you on such a cordial and patient
manner in the activities of LA Health.

May | pay a special glowing tribute to my Deputy
Chairperson — Max Kate - for his continued support
and co-operation and especially his leadership as a
representative of our Local Government Employer
component. Max, thank you for your wise advice and
guidance and for the privilege of forging with you a
genuine friendship of which I am truly proud.

Each and every one of the members of the Board

of Trustees at all times displayed the highest sense

of diligence and loyalty and made many sacrifices

in the interest of our Scheme and its members. We
would request that on our behalf you convey to

your spouses and families our deep appreciation for
the many sacrifices they made particularly with your
numerous absences from home attending to the affairs
of LA Health. I am able to pay glowing tribute to the
manner in which you at all times made a point of
acquainting yourself fully with the contents of all the
documentation which form part of the Agenda for
Board and Committee meetings as well as the manner
in which you applied your minds in arriving at the
many decisions which serve as the basis for the success
attained by our Scheme again in the last year under
review (please put your hands together and recognize
them in an appropriate manner).

A medical scheme Trustee is one who has that old-
fashioned conviction that compassionate service to
your fellow man is all about helping people, meet and
solve the healthcare problems of their loved ones

and themselves.



This is indeed a very special blessing that we as your
Trustees have enjoyed as we have attempted with
passion to protect, promote, preserve and accomplish
our goal of achieving what is only the very best
healthcare deal for the members of the

LA Health family.

May this remain the touchstone of our continued
dedicated efforts as we rise to face the many daunting
challenges the future holds, with courage

and conviction.

I would be failing in my duty if | did not also propose
a motion of thanks to our team of Advisors in the
persons of Dr. Jon Cornell — Medical Advisor; Barnie
Botha - Legal Advisor; Ellis Langeveldt — Chairman
Disputes Committee and Attorney Dick Cheeseman
(Labour Issues). A special vote of thanks also to

our Actuaries Messrs Alexander Forbes and here |
mention specifically Mr. Rod Leerkamp for sterling
actuarial advice and guidance and for the cordial and
constructive support also by Mr. Japie Maclachlan and
his team. | would also acknowledge with grateful
appreciation on your behalf the level of service
rendered by Discovery Health and applaud in the
process the valuable contribution by Mr. Neville
Koopowitz, CEO Discovery, Mr. Stephen Johnston, Head
of Department and Dr. Penny Tlhabi, General Manager
New Markets and the members of their team ably lead
by Daleen du Toit, Fund Manager. We applaud the
manner in which they have worked closely together
with our own Management Team in order to achieve

a most commendable level of quality of service to our
Scheme and its membership.

On behalf of the members of the Board of Trustees and
each and every one of our members together with our
various stakeholders | am compelled to record a motion
of grateful appreciation for the exceptional leadership
displayed at all times by our Management Team

under the very able and professional guidance of our
Principal Officer Mr. André de Koker, ably supported

by his Deputy Mr. Aglaak Mahmood. They are in truth
the driving force behind the operational successes

by LA Health in 2007 and through their knowledge,
experience and dedication have proved invaluable to
your Board at all times in ensuring that LA Health is
kept on an even keel. You will, | know, also expect me

to place on record a vote of very special thanks to
Mrs. René du Toit (do you really want to speak to the
boss — or would you prefer to speak to someone that
knows what it's all about?) together with Miss Yvette
Brand for their truly outstanding, friendly, patient
and cordial service always with a ready smile. Would
you kindly put your hands together and recognize the
members of our Management Team as they stand

to be identified.

A special word of thanks to my wife Lynn for her
encouragement, support and motivation and for the
many times that she is left alone at home being the
security freak she is, and this without a murmur.

May | in conclusion, pay humble tribute to my Creator
for the caring and protective Hand He has held over
me at all times; for the measure of good health with
which | have been blessed; for the many memorable
experiences that have been mine, not the least being
the gratifying opportunity of being of service, for a
family and a wide circle of friends like yourselves whom
I can rely on at all times as well as the unquestionable
belief that everything in this life happens with a
purpose. | leave you with a thought of whichever faith
you may subscribe to:

“0O Lord my God, when | in awesome wonder,
Consider all the works Thy hands have made;
I see the stars, | hear the rolling thunder;
Thy power throughout the universe displayed.
Then sings my soul, may Saviour God to Thee;

How great Thou art, how great Thou art.”
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