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GENERAL NOTICE

NOTICE 1438 OF 2001

The Minister of Health intends to table in Parliament, this year, the Medical Schemes
Amendment Bill, 2001 (“the Bill")

The Bill is hereby published for comment.
Interested persons are invited to submit, within six weeks after the date of publication
of this notice, comments regarding the proposed Bill to the Minister of Health, Private

Bag X828, PRETORIA, 0001 (for the attention of the Director-General: Health)

Note: This notice replaces Notice 1407 published on 1 June 2001.
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GENERAL EXPLANATORY NOTE: -

[ 1 Words in bold type in square brackets indicate omissions from
existing enactments. \

" Words underlined with a solid line indicate insertions in ex1stmg
enactments.

DRAFT BILL

To amend the Medical Schemes Act, 1998, so as to extend certain rights of members
to their dependants; to explicitly prohibit discrimination on the basis of age; to
distinguish between medical schemes and legitimate health insurance products; to
further regulate the practice of reinsurance; to restrict the circumstances in which
waiting periods may be applied to improve the powers of the Council and the
Registrar to act in the interests of members and their dependants; to regulate the
marketing of entities doing the business of a medical scheme; to provide for the more
frequent submission of returns to the Registrar; to determine the circumstances in
which inspections may be made; to clarify the bowers of the Registrar in regard to the
investigation and resolution of complaints; to provide for the granting of urgent
temporary orders; to further restrict the persons who may be appointed as auditors of
medical schemes; to further restrict the persons who may serve as trustees of a
medical scheme, and to further clarify their duties; to restrict the persons who may
serve as principal officers of a medical scheme; to limit the purposes for which
medical schemes may compensate brokers and provide for the regulation of their
professional conduct; to remove the requirel_nent for staff of the Council to be
members of the Government Employees Pension Fund; and to provide for incidental
matters.
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~ BEIT ENACTED by the Parliament of the Republic of South Africa, as follows: O

Amendment of section 1 of.'At_:t 131'6f'1'998

1. "'Section’ 1. of the Medical Schémes Act, 1998 (hereinaﬂer called the principal Act), is
hereby amended O

-{a)

@

()

(@

(e

o

"by the insertion after the definition of “Appeal Board” of the following definition:

““beneficiary’ means a_member ¢ on_enrolled mitted as a
- dependant of a member,”; -

_by. the insertion after the definition of “board of trustees” of the following

definition:
“broker’ _means_a_person whose business, of part thereof entails
providing a service or advice in respect of the mtroduction of Drogp_@;_g
members to a medical scheme:”; R SR % F

in the definition of “business of a medical scheme” by the “addition after

paragraph (c), of the following words:
“and shall include any insurance policy. savings vehicle or any risk
pooling mechanism which growdgg directly or mdlrecﬂx for the defraying

health service";
by the substitution for the defimtlon of complamt” of the fol!owmg def nition:

in the definition of “dependant,” by the substitution for paragraph (b) of the
following paragraph:
“any other person who, under the rules of a medical scheme, is
~'recognised as ‘a dependant of [such] a member and is eligible for
benefits under the rules of the medical scheme;”; 2l
by the insertion after the definition of ‘Registrar” of the followmg deﬁmtaons :
“Teinsurance contract’ means a oontract for the . pi '

insurance nollcv in fe
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insurer in terms of section 7 of the Short-term Insurance
Act, 1998 (Act No. 53 of 1998), and authorized to carry

n i i ce in terms of th ion:”.

Amendment of section 7 of Act 131 of 1998

-~ Sectson 7 of lhe pnnctpel Act is hereby amended in paragraph (a), by the substitution for
the word “members” of the word “beneficiaries”.

Amendment of sectlon 8 of Act 131 of 1998

3. Section 8 of the principal Act is hereby amended by the addition of the following
paragraph, the existing paragraph (k) becoming paragraph (/):

Amendment of section 19 of Act 131 of 1998
4. Section 19 of the principal Act is hereby amended by the deletion of subsection (3).

Amendment of section 20

5. Section 20 of the principal Act is hefetiy amended by the addition of the follqwing
subsections:
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unle : ment has en approved by the Registrar.

(a) _the proposed reinsurance contract;

ndent yation _of osed reinsurance contra
> with quidelines published by the Council: and
c n ri on required by the Registrar. '
apt in' : e Registrar for approval amendment to_an existin
urance contract in tion (4), a medical sch must furnish

mm

{a) the p’[ggggg amengments to the reinsurance contract;
(b} gng other inmrmg;& :ggylred by the Reqistrar, with may include an
mmw_ﬁm;mnosed amendm gg to’ me reinsurance

incil.

Insertion of section 21A
6. The following section is hereby inserted 'i_n the principal Act after section 21

“Marketing of a medical scheme

Mﬁﬂ&ﬁﬁm&mmﬁ.ﬂm or in any other way promote the business of
any_person in a manner camgg_g to create the_impression _that_such person conducts, will

duct or is entitled nduct, the busi f dical scheme unless-

i vV itte tdlth_e Registrar; and _
comply with an iremen be prescribed”
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Amendment of section 24 of Act 131 of 1998

7. Section 24 of the principal Act is hereby amended in subsection (2) O
(a by the substitution for paragraph (a) of the following paragraph: s
~“(a) - [a member] members of the board of trustees [or] and. the principal
- officer of the proposed medical scheme [is a] are fit and proper [person]
persons to hold the [office] offices concerned;”;
(b)) by the substitution for paragraph (e) of the following paragraph:
) “(e) - the medical scheme does not or will not unfairly discriminate directly or
“indirectly against any person on.one or more arbitrary grounds including
race, age, gender, marital “status, ethnic. or 'social origin, sexual
-+ orientation, pregnancy, disability and state of health; and”.

Amendment of section 28 of Act 131 of 1998

8. Section 28 of the princrpa! Act is hereby amended by the substltutlon for paragraph (c) of
the following paragraph: . # i o _
(e) claim or accept beneﬁts in respect of himself or herself or.any dependant from
any ‘medical scheme other than the medical scheme of which he or she is a
[member or a dependant] beneficiary.". = -

Amendment of section 29 of Act 131 of 1998

9, Section 29 of the principal Act is hereby amended O
(a) in subsection (1) O ' el
(i) by the substitution for paragraph (o) of the following paragraph
“fo)  The scope and Ievel of mmrmum benefits that are to be avallable
~ to [members and dependants] beneficiaries as may be.
' prescnbed I )
(i) by the substitution for paragraph (s) of the following paragraph
‘(s) The continuation[, sub]ect to the prescribed condtt:ons,] of
O the membershlp of a member, who retires from the service of his
or her employer or whosa employment is termlnated by his or
her employer on account of age, ill-health or other disability and
his or her dependants.”;

(iii) by the substitution for paragraph (%) of the following paragraph:
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~ %t For continued membership of a member’s dependants], subject
to the prescribed conditions,] after the death of that member,
until such dependant becomes a member of, or is admitted as a

dependant of a member of another medical scheme.”;
() in subsection (3), by the substitution for paragraph (c) of the following paragraph:
“(c)  for the imposition of waiting periods [or new restrictions] on account of
.the state of health of any [member who has been a member or a
~~dependant of a member of another medical scheme for a
continuous period of at least two years and whose miembership has
- ~been terminated because of change of employment and who
applies for membership within three months after the termination of
‘membership from the other medical scheme] beneficiary except as

be ibed.”. - _

Amendment of section 30 of Act 131 of 1998

10. Section 30 of the principal Act is hereby amended in subsection (1)(a), by the substitution
for the word “members” of the word “beneficiaries”.

Amendment of section 32 of Act 131 of 1998

1. Section 32 of the principal Act is hereby amended by the substitution for the word
“members” of the word “beneficianes : ;

Amendment of soction 34of Act 131 of 1998

12. Section 34 of the principal Act is hereby amended in subsection (2), by the substitution
for the word “member” of the word “beneficiary”.

Amendment of section 35 of Act 131 of 1998 -

13.  Section 35 of the principal Act is hereby amended O
(@) in subsection (6), by the substitution for the portion following paragraph (d), of the
following:
“without the prior approval of the Council or subject to such directives as the
quncnl mx gn e.”;
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(b)  in subsection (12)(b), by the substitution for the word “members” of the word
* "beneficiaries”.

Amendment of section 36 of Act 131 of 1998

14. Section 36 of the principal Act is hereby amended 00
(a) by the substitution for subsection (2) of the following subsection:
“(2) The appointment of an auditor], other than the re-appointment that does
not involve a break in the continuity of the appointment,] shall not take effect
unless it has been approved by the Registrar, subject to s nditi S r
she may deem fit.”; ' :
(b) in subsection (3), by the addition of the following paragraphs, the existing
‘paragraphs (b) and (c) becoming paragraplhs (d) and (&) respectively:

“(b) a person who is an employee or officer of it;

a n who is an emplovee or officer of its administrator of
holding _company, _subsidiary. _joint venture or associate of its
administrator;”. :

Amendment of section 37 of Act 131 of 1998

15. Section 37 of the principal Act is hereby amended by the addition of the following
subsection:

“(6) Notwithstanding anything to the contrary in this section, the Registrar may require

the board of trustees to prepare and furnish to him or her financial statements, in any
4 .

specified medium or form, at inten s he or. ay de ssary.”.

Amendment of section 41 of Act 131 of 1998

16. Section 41 of the principal Act is hereby amended O
(a) in subsection (1), in the portion preceding paragraph (a), by the substitution for
the word “member” of the word “beneficiary”;
(b)  in subsection (2), by the substitution for the word “member” of the word
“beneficiary”. '

Amendment of secﬁgn 43 of Act 131 of 1998

17. The following section is hereby substituted for section 43 of the principal Act:
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n 11

& "Enqulries by Registrar _
43. The Registrar may address enquiries to a medical scheme in relatlon to any matter

connected with the business or transactions of the medical scheme, and the medical
scheme shall reply in writing thereto within a period of 30 days as from the date on which
- the Registrar addressed the enquiry to it, or within such [further period as the Registrar

may, at the request of the medical scheme, alloinr] other period as the Registrar may
.mc_im.». 0 4 A : - . 5

R

Amendment of section 44 of Act 131 0f 1998

18.  Section 44 of the principal Act is hereby amended by the addition of the following
subsection, the existing subsections (4) to (10) becoming subseciions (5) to (11) respectively:
‘ The Registrar ma o an inspecti n in terms of thi ion O]

of any irreqularity or of non-compliance with this Act rson; or
(b) for_purposes of routine monitoring of complia
medical scheme or any other person.”. .

Amendment of section 47 of Act 131 of-'19981

19.  Section 47 of the principal Act is hereby amended by the addition of the following -

subsection: g
The Registrar refuse to investigate a complai ed in terms of this section if
he or she is sat M that o;@r more aggrognate mﬂgﬁ for resolution of the Qmp}aint

Insertion of section 47A in Act 131 of 1998

20. The following section is hereby inserted in the principal Act after section 47:

“Urgent temporary orders _
47A. Notwithstandin thin the contrary in this Act, if the Registrar i e
opinion that conduct complain in lod with the Council in terms of

MV result in serious or muwmw&sﬁ_@

int is addre n basis Registrar may —
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a) require the complained against to furnish the Registrar with his or

- her written comments to-the complaint in a period shorter than 30 days,
- . taking into account the nature of the complaint; a

b, issue an order to the party complained agains to perform an or to
.. suspend any activity or operation, pertaining to the com@int, pending

o e Mmmmm_m&_a_d g =

(c) $ soon as possible after issuing sugh an order, take such steps as he or

she may deem necessary to resolve the complaint.”.

Amendment of section 48 of Act 131 of 1998

21. Section 48 of the pnnolpal Actis hereby amended O

. (a) by the substitution for subsection (1) of the following subsectmn
“(1) Any person who may be aggrieved by any decision of the Reglgjrar relating
to the settlement of a complaint or dispute may appeal agalnst such decision to

5wy the Council.”; . :
- (b by the substitunon for subsechon (2) of the followlng subsectlon _
' "(2) The operation of any decision which is the subject of an appeal under

subsection (1)._other than the decision to issue an order under section 47A(b),
shall be suspended, pending the decision of the Council on such appeal.”

Amendment of section 51 of Act 131 of 1998
22, Sectlon 51 of the pnnmpa[ Act is hereby amended EI ; _
. {a)  in subsection (1), by the substitution for - the word members of the word

_ “beneficiaries”; : ; : o
(b) in subsection (4)(b) by the substttutron for the word “members" of the word
““beneficiaries”. 5 N v |

Amendment of section 52 of Act 131.of 1998 -

23. Section 52 of the principal Act is hereby amended in subsection (4)(b), by the subshtution
for the word “members” of the word “beneficiaries”. . : - -

Amendment of sectioq,_sa-of Act1310of1998 . . .

24, Section 53 of the principal Act is hereby amended O
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(a) in subsection (2), by the substitution for the word “members” of the word
“beneficiaries”;

. (b)- in-subsection (3)(b), by the substitution for the word “members” of :the\_word o

“beneficiaries”.

Amendment of _séct!on 56 of Act1310f 1998

25,

Section 56 of the principal Act i$ hereby amended in subsection (1), by the substitution

for the word “members” of the word “beneficiaries”.

Amendment of section 57 of Act 131 of 1998

26‘

* Section 57 of the principal Act is hereby amended 0+

(@ by the substitution for subsection (3) of the following subsection:
“(3) A person shall not be a member of - thg_ma_ud of trustees of a _medical -
scheme, if that person 00 -

(a) is a director or an emglo;gee of an administrator of that medical
scheme;

: is the principal officer of that medical scheme; or -
{c). as part of his or her business, provides a service or adv 'g e in
respect_of the introduction - of Drospecjgve members to jmg
medical scheme.”; '
(b) . in subsection (4), by the substitution for paragraph (r) of the following paragraph
“(H - take out and maintain an_appropriate level- of professional mdemnity '
~ insurance and ﬁdellty- ‘guarantée insurance [from and up to such
amount as the medical scheme’s auditor, with the concurrence of

. the Registrar, may determine];”;
(c) in subsection (6), in paragraphs (a) and (b) respectively, by the substitution for .
the word “members” of the word “beneficiaries”; :
{d) by the addition of the following subsection:
~© “7) Aperson shall not be a gnnagal officer of a medical scheme if that person a

- ‘company, subsidiary. |01n1 venture or- assocugtg

adminis;rator;."a_nd %5,

b is not employed as a principal officer by that medical

i)
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Amendment of section 59 of Act 131 of 1998

27. Section 59 of the principal Act is hereby amended by the substitution for subsection ( 1) of
the following subsection: 1
“(1) A supplier of a service who has rendered any service to a [member or a dependant
of such a member] beneficiary in terms of which an account has been rendered, shall,
notwithstanding the provisions of any other law, furnish to the member concerned an
account or statement reflecting such particulars as may be prescribed.”

Amendmént of section 63 of Act 131 of 1998

28, Section 63 of the principal Act is hereby amended in subsection (7)(a), by the substitution
for the word "members” of the word “beneficiaries”.

Amendment of section 65 of Act 131 of 1998

29, Section 65 of the principal Act is"hereby amended O
)] by the substitution for subsection (1) of the following subsection:

a) introduction i "ion of a ber to that ical
ggherne; and .
b) . oin that medl me as _prescribed.”;

() . by the substitution for subsection (2) of the foliowmg subsection:
*(2) The Minister may prescribe the amount of the compensation which, the
category of [persons] brokers to whom, the conditions upon which, and any
other circumstances uﬁde‘r which, a medical scheme may compensate any

- [person] broker in terms of subsection (1).”;

(c) by the substitution for subsection (3) of the following subsection:
“(3) No person shall be compensated for providing services relating to the
introduction or admission of a member to a medical scheme in terms of
- subsection (1) unléss the Council has], in a particular case or in general,]

granted accreditation to such a person on payment of such fees and on

ubmission h in ion rescri
(d) by the addition of the following subsection:
' “(5) A medical scheme may not directly or indirectly compensate a broker other

than in terms of this section.”.
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Amendment of section 66 of Act 131 of 1998

30. Section 66 of the principal Act is hereby amended in subsection (1) O

(a) by the substitution for paragraph (f) of the following. paragraph
‘N compensates, or causes to be compensated, any [person for the
introduction or admission of a member] broker other than in terms of section
65 for the consenting to keep a member in a medical scheme, shall, subject
to the provisions of subsection (2), be guilty of an offence],”;

(b) by the substitution for the portion following paragraph (f), of the following:
“shall, subject to the provisions of subsection (2), be guilty of an offence, and
liable on conviction to a fine and imprisonment for a period not ekoeeding five
years or both a fine and imprisonment.”

Amendment of section 67 of Act 131 of 1998

31. Section 67 of the principal Act is hereby amended in subsection (1) O
' (a) by the substitution for paragraph (b) of the following paragraph:

“(b) the conditions subject to which any person who has terminated his or her
membership of a medical scheme shall be enrolled as a [member or a
dependant of a member] beneficiary of any other medical scheme;”;

(b) by the substitution for paragraph (m) of the following paragraph:

“(m) ' provisions hssociated with the manner of providing managed health care
to [membérs} beneficiaries and requirements for managed health care
contracts; [and]”; :

{c) by the addition of the following paragraphs, the existing paragraph (n) becoming

paragraph (s); &
! ' ional conduct of a broker, and the conditions under which
~ suc n_may provi ional services to, or on behalf of, a
medical sch nefici r any other n;
{p) __ penalties to be applied to an administrator in respect of the late payment
of benefits owi mber lier of service, in contravention |

: of section 59(2) of this Act;
@ reporting of acts or omissions of any person in contravention of this Act.”.
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Amendment of Schedule 2 of Act 131 of 1998

32, The following sections are hereby inserted in Schedule 2 to the principal Act after section

4;
'_"Remsurance contracts s
5. A contract, which is rgggt[gd to be approved by the B_eg strar in terms of section 2Q13)

( ) was Imllx entered mgg p:m to the commencement of this Act and
b legally valid and enforceable at the date of commencement of this
Principal off'cers
._A person who, tmmed!a_tol;y prior to Qmmencemm gt II!!§ Act. was a Drlnqggl_omgg_. :
ical in_contravention_of section 57(7) of this Act, will be deemed to
mply with th on .fpr a of two years from the date of commencement of this
Act.”.

Short title and commencement

Ll - This Act is called {ﬁgl:'__Me;l_ical S,chemes Amendment Act, 2001, and will come into
operation on .\_a_.date_”tp__bg determined by the President by_pm_clamaﬁon in the Gazefte.

b
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