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National Health Insurance — boon or burden?

South Africans are understandably concerned about the future of healthcare delivery in our country and
especially in light of the recent release of the White Paper on NHI. The healthcare consulting team at
Chartered have raised some interesting points below that may assist members in grasping the key areas
of concern.

South Africa’s National Health Insurance (NHI) system is to be fully integrated by 2025, according to the
Department of Health. The NHI Policy Document, published in August 2011, proposes that this project
will be implemented over a 14-year period.

The implementation is divided into three phases, the first of which is targeted for completion by 2017.
The highly anticipated second draft of the White Paper on NHI was gazetted as official government
policy on 30 June 2017.

Cost and funding of the proposed NHI

The estimated cost is R256 billion, based on the 2010 cost figures used in the 2011 Green Paper, and
includes annual inflationary increases. The GDP growth projections of 2-5% are being used to estimate
the funding shortfall. The GDP actual growth figures of 0.3 % in 2016 have been acknowledged but not
used in the projections.

The funding of the NHI will be through a combination of various sources which include but are not
limited to:

e The payroll tax
e Asurcharge on taxable income
e Value-Added Tax

Another source of funding being reviewed is the discontinuation or repeal of medical aid tax rebates or
credits which amounted to R18.5 billion in 2014/15. This will require amendments to the existing
legislation and enactment of new laws. The Minister of Health, Aaron Motsoaledi, still needs to meet
with Treasury and engage with SARS on this matter. Individuals will not be allowed to opt out of making
mandatory pre-payment towards NHI, however, they may choose not to use the NHI health services.

What does NHI offer and how will this impact medical schemes?

NHI proposes three areas of healthcare service delivery:

e Primary Health Care (PHC) services — HIV and Tuberculosis, chronic non-communicable
diseases such as Hypertension and Diabetes, and injuries;
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e Hospital and specialised services — Emergency medicine, Surgery, Organ Transplant and
Oncology, Cancer treatment;

e Emergency Medical Services (EMS) — Basic life support, Medical Rescue, Cardio-Pulmonary
Resuscitation (CPR)

The role of medical schemes

Medical schemes will change from the existing model to a system that provides complementary services
for non-essential services not covered by NHI. The details of this are still a grey area. There are various
discussions currently taking place with the relevant stakeholders on how to initiate the realignment of
medical schemes benefits. Paresh Prema, the Head of Benefits Management for the Council for Medical
Schemes speaking at the 2017 BHF Annual Southern African Conference, says that “medical aids may
only know their fate under the NHI by 2020” (source: Joan van Dyk: Mail and Guardian, 21 July 2017).

Will South Africa be ready by 20257?

The NHI White Paper is an elaborate document with idealistic outcomes and numerous frameworks;
however, it lacks detail that clearly illustrates how this multi-layered complex project will be executed.
The next phase, which extends from 2017 to 2022, will focus on the development of the NHI legislation,
amendments to other existing legislation and purchasing of personal healthcare services for vulnerable
groups.

We believe that whilst NHI is a noble initiative and in line with our Constitution, the execution requires
major resources such as adequate funding and the disciplined expenditure of such funds, human
resources and infrastructure. Even were these resources available at the required level, the successful
implementation will still be heavily reliant on a robust, solid and efficient plan of action.

Furthermore, we believe the involvement of the private sector is crucial. The best way forward is for
the private sector and the Department of Health to work together by pooling resources and experience.

Whilst the Minister seems confident with the timeline, the deadline seems optimistic in view on what
is still required. A crucial component that appears to have been overlooked is the generation of overall
citizen confidence.

The burning question remains: Will NHI leave citizens in the same position they are currently, which is
a less than ideal state system, or will NHI achieve the much-needed improved access to quality

healthcare at a price that is affordable for the majority of South Africans?

For more information and to follow the debate on NHI, visit this website: www.nhisa.co.za


http://www.nhisa.co.za/
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Disclaimer

The information contained in this communication from the sender is confidential. It is intended solely for use by
the recipient and those parties authorized to receive it. If you are not the recipient, you are hereby notified that
any disclosure, copying, distribution or taking action in relation to the contents of this information is strictly
prohibited and may be unlawful. The information in this document does not constitute advice by 2IP as defined
and contemplated by the FAIS Act, 37 of 2002. Whereas every effort has been made to ensure the accuracy of
the data provided within this material, the Company does not warrant its accuracy, nor should investors rely on
the accuracy of these figures as the basis for any decision. Illustrations, forecasts or hypothetical data are not
guaranteed and are provided for illustrative purposes only. Investors should take cognisance of the fact that there
are risks involved in buying or selling any financial product. This document does not constitute a solicitation,
invitation or investment recommendation. Prior to selecting a financial product or fund it is recommended that
investors seek specialised financial, legal and tax advice. *Please note that the above performance figures are
simulated prior to inception, based on the actual portfolio composition and historic returns of the underlying
funds. The performance of each individual’s portfolio may differ from this overall portfolio performance,
depending on the inflows/outflows that each individual undertakes with his/her investment. Client specific
returns should be obtained from the relevant administrator or LISP platform. Past performance or fund
benchmark performance is not necessarily a guide to the future and investors may not get back the full amount
invested. The price of shares/units and any income from them may rise or fall. Subscriptions involving foreign
exchange transactions may be subject to the fluctuations of currency values. Exchange rates may also cause the
value of underlying overseas investments to go up or down. No guarantees are provided in relation to portfolio
investment performance. Our schedule of fees and charges is available on request.

Visit www.2ip.co.za/disclaimer to view the full disclaimer.
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