FRAMEWORK FOR EXEMPTION OF PROVIDERS OF INDEMNITY
PRODUCTS THAT CONDUCT BUSINESS OF A MEDICAL SCHEME FROM
PROVISIONS OF THE MEDICAL SCHEMES ACT, 131 OF 1998

NOTICE OF EXTENSION OF EXEMPTION PERIOD
(RENEWAL FRAMEWORK 2024/2025)
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APPLICATION

This Notice applies to insurers whose indemnity products have, under section 8(h) of the Medical Schemes
Act, 1998 (Act No. 131 of 1998) (“‘MS Act”), been exempted from the provisions of section 20(1) of the MS Act
as set out in the Council for Medical Schemes’ (“CMS”) Framework for exemption of providers of indemnity
products that conduct business of a medical scheme from provisions of the Medical Schemes Act, 1998 (Act
No. 131 of 1998) (the Exemption Framework).

Section 8(h) of the MS Act provides that-

“The Council shall, in the exercise of its powers, be entitled to-...exempt, in exceptional cases and
subject to such terms and conditions and for such period as the Council may determine, a medical

scheme or other person upon written application from complying with any provision of this Act;”

Section 20(1) of the MS Act stipulates that-

“No person shall carry on the business of a medical scheme unless that person is registered as a

medical scheme under section 24.”

This Notice does not apply to insurers that have not been granted exemption by the Council under the

Exemption Framework.

The Exemption Framework does not apply to providers of indemnity products that conduct the business of a

medical scheme that are not insurers or financial service providers.

PURPOSE

The Purpose of this document is to extend the exemption period stipulated in paragraph 9 of the Exemption
Framework.

BACKGROUND

The Exemption Framework came into operation on 1 April 2017.
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In terms of paragraph 9 of the Exemption Framework, exemption granted under the framework would be for
a period not longer than two years from 1 April 2017. The effect of this is that all exemptions granted to date
came to an end on 31 March 2019.

The purpose of the Exemption Framework was to provide for an exemption for insurers and their respective
financial service providers that conduct the “business of a medical scheme™! by offering indemnity products
while a Low Cost Benefit Option (‘LCBO”) Guideline is developed.?

When the Exemption Framework came into operation, it was anticipated that the LCBO Guideline would be
finalised within a period of two years. However, other significant developments, such as the publication of the
proposed Medical Schemes Amendment Bill and National Health Insurance Bill during 2018, have led to the
finalisation of the LCBO Guideline being delayed. In light of the aforementioned delay in the finalisation of the
LCBO Guideline, all entities whose indemnity products were granted exemption under the Exemption
Framework (exempted entities) were provided with an opportunity to extend their exemption for a further
period of two years starting from 1 April 2019 up until 31 March 2021. However, with the impact of Covid-19
and the inability of the LCBO Advisory Committee to meet, the exemption was further extended to 31 March
2022.

Subsequent to the extension for exemption granted in June 2020, four meetings of the LCBO Advisory

Committees were held, and four workstreams were established.

The exemption was further extended from 1 April 2022 to 31 March 2024.

EXEMPTION FRAMEWORK AND RENEWAL EXEMPTION FRAMEWORKS

The CMS granted exemptions to entities conducting the business of medical schemes without due
registration, based on the relevant exemption frameworks. These frameworks were prepared in consultation
with the National Department of Health, National Treasury, Financial Sector Conduct Authority and the
Prudential Authority.

4.1.1 Demarcation Exemption Framework (1 April 2017 to 31 March 2019)

4.1.2 Demarcation Exemption Renewal Framework 1 (1 April 2019 to 31 March 2022)

" As defined in section 1 of the MS Act.

2 Media Statement Health Insurance Policies To Complement Medical Schemes Through An Enabling Regulatory Framework Release Of
Final Demarcation Regulations:
http://www.treasury.gov.za/legislation/regulations/FinalDemarc2016/2016122301%20-%20Demarcation%20press %20statement.pdf
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4.1.3 Demarcation Exemption Renewal Framework 2 (1 April 2022 to 31 March 2024)

Entities that were initially granted exemption under the Demarcation Exemption Framework, for the period of

1 April 2017 to 31 March 2019, qualified for subsequent renewal exemption applications.

FINALISATION OF THE LCBO GUIDELINE: UPDATE JANUARY 2024

The CMS established Advisory Committees through which it collected proposals from the industry on the
development of an LCBO Guideline.

In an effort to ensure transparency and public participation, the CMS proceeded to publish the drafted
guidelines on its official website, inviting public comments and feedback. This period of public input was
extended until the conclusion of December 2022, affording ample opportunity for stakeholders and concerned

parties to contribute their insights.

The LCBO Advisory Committee concluded the guideline for benefit options targeted at low-income earners.

The CMS undertook the responsibility of compiling and structuring the document for submission to the
Minister. This process involved aggregating all relevant information, supporting data, and analyses into a
comprehensive and coherent document. This prepared document is designed to be easily comprehensible

and reviewable by the Minister and other stakeholders.

The CMS briefed the Minister of Health and relevant delegates from the National Department of Health on the
22 of November 2023 and the LCBO Guideline was handed over to the Minister of Health for further review

and consideration.

The National Department of Health and the CMS issued a joint press statement?® on the 22" of November
2023, when the LCBO Report was officially handed over to the Minister of Health.

3 file:///C:/Users/jacobsa/Downloads/MEDIA-ADVISORY-LCBO-NDOH-amp-CMS-final.pdf
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6.  EXEMPTION APPLICATION HANDLING FEES
6.1 Given that the CMS is currently not receiving any funding for the consideration of exemption applications of
insurers conducting the business of medical schemes, the following handling fees will be levied per
application:
6.1.1 Insurer applying for exemption — R 2 750 (previous fee R2 500)
6.1.2 Financial Service Provider submitting information on behalf of insurer — R 1 750 (previous fee R 1 500)
6.1.3 Fee per Option - R 1 500 (previous fee R 1 000)

7. EXTENSION OF EXEMPTION PERIOD

7.1 In order to be considered for the extension of the current exemption period, insurers that were granted

exemption under the Exemption Framework must —

7.1.1  apply for such an extension before close of business, Thursday, 29 February 2024;

7.1.2  meet the requirements for an extension, i.e should have been exempted from 1 April 2017;

7.1.3  submit the required information on the relevant application for exemption on the CMS Portal within the
prescribed timeframes and format as requested by the CMS; and

7.1.4  submit proof of payment of the relevant application handling fees.

7.2 In order for Council to consider an application for the extension of the exemption, the —
7.2.1  exempted entity must be registered under the Companies Act, 2008 (Act No. 71 of 2008), or under
the Co-operatives Act, 2005 (Act No. 14 of 2005) with the Companies and Intellectual Property
Commission (“CIPC");
7.2.2  exempted entity must be an insurer as defined in Insurance Act (Act No. 18 of 2017).

7.2.3  insurers which were granted exemption must demonstrate that-

(a) its key persons and significant owners meet the prescribed fit and proper requirements;
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(b) it has adequate operational and management capabilities to provide primary health care
cover;

(c) it complies with the governance, operational, financial soundness, reporting and public
disclosure requirements of the Insurance Act; and

(d) the extension of its exemption is in the best interest of beneficiaries and is not contrary to

the interests of medical schemes;

7.24  CMS must be satisfied that the name of the exempted entity as well as its product/option names —

(a) are not identical to or do not closely resemble that of a medical scheme or a medical scheme
option or an accredited administrator; or

(b) are not likely to be misleading or contrary to the interests of beneficiaries or medical schemes.

7.2.5 In addition, exempted entity and its financial service providers must submit the information as per
paragraphs 7.1 and 7.2 of the Exemption Framework, on the CMS portal on or by close of business
Thursday, 29 February 2024. It should be noted that no late applications will be accepted.

Applications for the extension of exemption submitted in terms of paragraph 7.1 will only be considered and

granted if all the requirements for extension of exemption as set out in paragraph 7.2 are met.

All extension applications will be evaluated by the Demarcation Adjudicative Committee (“DAC”), referred to

in paragraph 10 of the Exemption Framework.

Conclusions and recommendations from the DAC shall be submitted to the Regulatory Decisions Committee
(“RDC”) for consideration and to the subcommittee of Council, the Executive Committee (‘EXCO”) which deals
with exemption applications for consideration in terms of section 8(h) of the MS Act.

The Council shall grant exemptions in such a manner that the interests of existing policyholders are protected

and will apply various conditions in terms of paragraph 8.2 of the Exemption Framework.

Given that the LCBO Guidelines have been handed over to the Minister of Health on 22 November 2023,
an extension of exemption will be granted for a period of one year starting from 1 April 2024 up until:
7.7.1  The Minister has taken a decision on the LCBO-Framework and its implementation;

7.7.2  Council has taken a decision on the future of LCBO’s; and /or

7.7.3 31 March 2025, or whichever comes first.
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8.  APPROVAL

SUPPORTED M| / NOT SUPPORTED ] / FURTHER COMMENTS

il Jacobs
28/03/2024 10;29:31 i)UTC+02:00)
Signed by Avril Jaco

aJacobs@medlcaIschemes.co.za

AVRIL JACOBS
SENIOR MANAGER
REGULATION: COMPLIANCE & INVESTIGATIONS

SUPPORTED [¥] / NOT SUPPORTED ] / FURTHER COMMENTS

(P

Mfana Maswan 2
28/03/2024 10:40: 13(UTC+02 00)
Signed by Mfana Maswanganyi,

m.maswanganyi@medicalschemes.co.za
F

MFANA MASWANGANYI
EXECUTIVE: REGULATION

SUPPORTED M /NOT suPPORTED [ / FURTHER COMMENTS

28003/2024 11:17: 25(UTC+02 00)
Signed by Sipho Kaba

S. kabane@medlcalschemes co.za

DR SIPHO KABANE
CHIEF EXECUTIVE & REGISTRAR

APPROVED [¥/ NOT APPROVED [0 / FURTHER COMMENTS

28/03/2024 16 29 31&UTC+O2:00)
Signed by Thandi M ba,
tmabeba@med icalschemes.co.za

DR THANDI MABEBA
CHAIRPERSON
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