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BILL
To consolidate the laws relating to registered medical schemes; to provide for the
establishment of the Council for Medical Schemes as a juristic person; to provide
for the appointment of the Registrar of Medical Schemes; to make provision for the
registration and control of certain activities of medical schemes; to protect the
interests of members of medical schemes; to provide for measures for the
co-ordination of medical schemes; and to provide for incidental matters.

B.E IT--ENACTED by the Parliament of the Republic of South Africa, as
fOtiOwk—

,,, ,,-’ 4’,,,,
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DEFINITIONS

Definitions

1. ( I ) In this Act, unless inconsistent with the context—
“actuary” means any fellow of an institute, faculty, society or chapter of actuaries
approved by the Minister of Finiince; 35
“administrator” means any person who has been accredited by the Council in terms of
section 58, and shall, where any obligation has been placed on a medical scheme in
terms of this Act, also mean a medical scheme;
“Appeal Board “ means tbe AppeiIl  Board established by section 50(1);
“bourd ot’ trustees “ means the board of trustees charged with the managing of the affairs 40
of a medical scheme, and which has been elected or appointed under its rules;
Abusiness of a medical scheme means the business of undertaking liability in return for
a premium or cc)ntribution-

([1) to make provision for the obtaining of any relevant health service;
(b) to grant assistance in defraying expenditure incurred in connection with the 45

rendering of any relevant health service; and
(,) where applicable, to render a relevant health service, either by the medical

scheme itself, or by any supplier or group of suppliers of a relevant health
service or by any person, in association with or in terms of an agreement with
a medical scheme: 50
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““cx)mpl:lint” nwiu)~  a conlpl:lin[  of a complainant relating to [he :dminis[r~tion  of a
medical schenm,  lhc inl,cs(nmn(  of ils lunds or the interprelati(m and :Ipplictition  of ils
rulci. tmd alleging --

(~[) (hilt iI dwision  of the medicul  scheme or any person purportedly taken in terms
of the L’LIICS wtis In excess  of’ the powers of’ that medical scheme or person, or
an inlproper  exercise  ()( its powtm;

(b) [hut the cx)nlpl~in:ln[ hits sustained or mtiy sustain prejudice in consequence 01
the l]l:lladrllitlistrilti(~t~ 01 the medical scheme by the medical scheme or ;my
person, whether by ac( or omission;

([) (hat a dispute ~)t t’ac( or Itiw has  wisen in rel:~tion to the medical scheme
between the medical scheme or wly person and the complainant; or

([/) that :m employer who par[icipatcs  in the medic:d  scheme has not t’ultilled its
duties in terms (JI’ the rules of the medical scheme,
but  shtill not include ii conlp]:lint which does not relate to a speci(ic
conlpl~lintint:

“curutor’” means a cur:ttor appointed under section 56;
‘L&!ptmdLult”  nle:ln-

(([)  the sp(Nse  or ptirtner,  dependent children or other members of the memlwr’s
immediate t~imily in respect ot” whom the member  is liable for twnily care und
support; or

(h) uny other person who, under the rules of u medicd scheme, is recognised as ii
depcmkml ()! such a member  md is eligible for bcneiits under the ~LIles ot’ IIK
medical schenw. ”.

“’financial year” means e:ich period  of 12 months ending (m 31 December:
“Mw[er”  means the Mwtcr  of the High Court;
“medical scheme” nwiIns  my medic:d scheme registered under section 24( 1 );
“member”  means J person who has been enrolled or udmitted m a member of a medicfil
scheme, or who in tern~s of the rules of a medical scheme is a member  01 such medical
scheme;
“Minister”  means the Minister of Hetllth;
“officer” metins any member  t)l a board  of trustees, any manager, principal officer,
treusurer, clerk or other enlplLIyee ot’ the nvxticA scheme,  but does not include the
:mdi[or  of the medical scheme;
“prescribed” means prescribed by regulation;
“principal oti]cet-” means the principal otlicer tippointed in terms ot” section 57(4)((1);
“Rcgistr:lr”  Incans the Registrar 01 Medical Schemes :Ippointed  in terms of secti(m 18:
“relevant he:ilth service” nwwl~ any health cm tre~tmen[  01 my person by a person
registered  in terms of auy liIw. \vtlich (rcatnwnt has :is its obiec[-

(t~) the physical or mental examination of that person{
(/)) the diagnosis,  tre:ltment (w prevention otany  physical or Inen(al defect, illness

or deficiency;
(t) the giving ot’ ild~i~L!  in reltiti(m to tiny such detect, illness or deficiency;
((/) the giving of tidvice in rel~ition to, or treatment of. :Iny condition  arising-out 01

a pregntincy,  itwlu ding the ternlimlt ion tbereot’;
(c) the prescribing or supplying {~t’ tiny medicine. :q>pliance  or tipp:ua[us  in

relation to any such detect, illness or Ltcticiency or a pregnancy, including the
tcrmin~tion thercx)h  or

(,/) nursing or midwitery,
tmd includes :m an~bui:mce se rv i ce ,  :md the sLIpply of :tcco[llt~lodati(]n”  in an
institution established or registered in terms of imy I:iw as a hospital, mt[tcrnity
home, nursing home or sin]ilw institution where nursing is proctised. ~w any other
institution wbcrc  surgiui(l  (M other medical activities are performed,  and such
:iccol~ll~lod:ltion is necessity  [cd by :iny physical or nwnt:il detect, illness or
deficiency or by a pregnancy;

“rcs[rictcd  membership scheme” means a medical scheme, the rules of which restrict
(Iw eligibility tor nwnlbel-ship  by reference  to-

(~() cn]plf~ynwnt  or t’~mner employment  or both enlploynwnt  or t’(mner enlploy-
nwnt in ii profession, triide. industry or calling:

(b) enlploynwnt  or f(mner  cnlploynwnt  or both employment or t’(mner enlploy-
mcn[ by a pw’licu]:u’  employer. ~w by m enlployer included in a particular class
{)1 cn]plt~yers;
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(() membership or ltwtner  membership or both membership or former  member-
ship 01” ii pw[iculw profession,  professional  dissociation or union: or

((/) Lmy other prescribed matter;
““rules” meam [he rules of u medical scheme tind include—

(a) the pr{)visi(mi  of t h e  Idw, charter, deed of settlement, memorandum of s
associ~(ion” (n’ other d(wument by which the medical  scheme is constituted:

(l)) (he wticles of association or other rules for the conduct  of’ the business of the
medical scheme; and

(() the provisions reluting to the benefits which may be granted by and the
contributi(ms which tnuy btmnne payable to the medical scheme; IO

“(his Act” includes the regulations,
(2) For [he purposes of this Act, my reference in this Act [o a tnedicid scheme shill

be comstruecl as a reference to tba( medical scheme or to the board of trustees of’ that
mcdicui scheme, m the case m:ly be.

CHAPTER 2

APPI,lCAIION  OF ACT

Application of Act

2. ( 1 ) If any conflict, relating to the mutters dealt with in this Act, arises between this
Act and the provisions of tiny other l~~w stive the Constitution or any Act expressly
umending this Act, the provisions ot’ this Act shall prevail. Q()

(2) This Act shall also ~pply to a medical scheme established by any orgun of the State
including those medical schemes established under section 28(<q)  of’ the Ltibour
Rekitions Act, 1995 ( Act N(),  66 of 1995).

CHAPTER 3

COIJNCII. FOR MEDICAL SCHEMES 25

Part I—Council

Establishment of Council for Medical Schemes

3. ( I ) There is hereby established ~ juristic person called the Council for Medical
Schemes.

(2) The Council shall be entitled to sue and be sued, to ucquire, possess and ;dienate 30
movtmble  and immovable property and to acquire rights and incur liabilities.

(3) The registered office of the Council shall be situutecl in Pretoriti or such other
xidress  :IS the Council miy from time to time determine.

(4) The Council shall, at all times, function in a tr:insparent, responsive and etlicient
manner. 35

Constitution uf Cuuncil

4. ( I ) The Council shall consist of up to 15 members tippointed  by the Minister taking
into ~lcc(mnt  the interests of members and of medical schemes, expertise in law.
wcounting,  medicine, ~ctuuri~il  sciences, economics und consumer afiairs.

(2) The Minister may appoint tmy member  ofthe Council on a full-time or a ptirt-time 40
bxis t{~r such :~ period m the Minister may deem necessary.

(3) The Minister shall appoint a member of the Council as chairperson.
(4) Members of the C(wncii shall elect from :unongs[  themselves a vice-ch:iir~>ersoll.
(5) Wlwn the chairperson is unable to perform his or her tincti(ms in terms of this Act,

[he ~ice-ctlairl>ersotl  shall act as chairperson of the Council. -!5



(6) The chairpcrwm (W [hc vice-chuirpers(m or. in their absence,  a member of’ the
~’fmnuil dcsign:itcd by [be nwmbers  present. shall preside d u meeting of’ the Council.

(7) If a nwmbct- dies or by vinuc of” section 5(2) ceases to be a member, the Minister
lnay, iubjcc( (() [he proiisi{)ns (~f [his section, appoint a person in tbut membct-’s pliice t’ol-
lhc unexpired period 01” bi~ or her term of’ ot~ice, 5

(8) “1’bc Minisler  may M ilny time discharge  u member  of the Council from otiice it
such LI member i> absent. except wilh the leave of the chairperson, from more than three
umwcutivc  meetings of the Council, tw is guilty of misconduct.

(1)) Tbc Minister sh:dl cmlse the nwnc of every person tippointecl as a member of the
C(mncii  and the period I’or which he or she hus heen appointed to be published in the 10
(;(l:elt(’.

Disqualification as member of Council, and vacation of o~ce

5. ( 1 ) No person shall be appointed as a member of the Council if he or she—
(~i) is an unrehahilitated insolvent;
(b) is disqutdifiecl  under any law from carrying on his or her profession; 15
(c) is not permanently resident in the Republic of South Africa; or
(d) has at ~iny time been convicted (whether in the Republic of South Africa or

elsewhere) of theft. frd, forgery or uttering a forged  document, perjury, an
offence  under the Corruption Act, 1992 (Act No. 94 of 1992), or tiny otfence
involving dishonesty, and has been sentenced theref(w to imprisonment 20
without the option of ;i tine.

(2) A member  of the Council shall vttcate his or her ollice ii’ he or she—
({/) becomes suhjec( to any disqu:lliticution referred to in subsection ( 1 );
(b) becomes ment;dly incompetent;
([) by written notice resigns as :1 me[mber; ’75
(d) is clischwged  of his or her oitice by the Minister under section 4(8);
(c) is in terms of the provisions of the Electoral Act. 1993 (Act No. 202 of 1993),

nominated us :i candidate for election as a member of Parliament; or
(/) is in terms of the provisions of the Constitution of the Republic of South

Africfi, 1996 (Act No. 108 of 1996), elected as a member of Ptirliament or 30
holds a politic;it  otlice iit a pt-ovincitil  or local government level.

Term of’ oflhx of member of Council

6. A member of the Council shall be appointed for no more than tbrce yews but he or
she may be reappointed t’or one further term.

Functions of Council 35

7. The functions of the Council shall be to-
([/) protect the interests of the members at :dl times:
(b) control and co-orclinatc  the functioning of nvsdictil schemes in N mtinner tha[

is complenwntwy with the n~tiontil health policy:
([) nl:lke rec(~lllllletld:itit]]ls  to the Minister on criteria for the me:lsurement  of 40

qu:dity und (mtcomes of the relevant health services provided for by medical
schemes. :mcl such other services M the Council mtiy from [ime to time
determine;

(d) investigate compl:iints MCI settle (iisputes in relation to the affairs of’ medical
schemes as provided I’or in this Act; 45

(c) collect :md clissenlitwte  inlorm:ition :tbout private health c:ut;
(j) tn:lkc rules, 1101 inconsistent with the provisions of this Act for the purpose of’

the perfornl:mce of its functions and the exercise of its powers;
(q J adiiw the Minister on any ma[ter concerning medical schemes: and
(h) perform any other func[ions conferred on the Council by the Minister or by 50

this Ac(,

Powers of [’ouncil

8. I’hc Council >IILIII,  in the exercise  of its powers, be entitled to-
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((l)

{/))

([”)

((l)

((’)

(t)

(,s)

(/1)

(i)

(,iJ

(k)

:Ippf)in[  iuch sltitl’ m Ihc Council rmy L&m necew dry to employ to assist IIN
(’ouncil in (he pcri’(mn:ince ot its lunclions  and the execution of its duties;
Iiil-c, purchase (W othe]”wisc :wquire  such tnoveablc ot” imtmjvabie  property for
the pc[-t’(mllwlcc t)t’ ils t’unctions, and ]nay let, sell or otherwiw dispose of’ such
pl’opcl”t};
enlcr inlo an :Igrccnwnl  wilh tmy person including (he St:ite (Jr any other
ins[ilu[ion  t~)r tlw pertormunce  of tiny specitic  act or t’uncti(m or the rendering
of’ any service;
insure i[selt’  :Ig:iinst any loss, d~mage, risk or li~hility  which it may suffer  or
incur;
apprt)ve  business plilns Lind the budge[  for [he Council imd [he t’unct ions
pert’tmncd  by tlw Registmr;
approve the re,gislr:lt ion, suspension. :md c:incellati(m of registr;il  ion, of
medical schelnes  or a bcnetit option;
invest, Ioim, advance On interest and place on deposit, moneys nor needed
immediately t’or the current expenditure O! the Council or the [unctioms
pert’ormed by the Registmr or to deal therewith in any other way against such
securities and in such nmnner as the Council nmy determine from  time to time.
tind to convert investments into money, adjust such securities, re-invest the
proceeds thereotor  to deal therewith in any other manner os determined by the
Council;
exempt, in exccptiomrl ctiscs and subject to such terms :Ind conditions and tor
such period M the Council may determine, a medictd scheme  upon written
applicirtion from complying with any provision of this Act;
authorise the Rcgistrw from time to time to sign any contract, cheque or other
Lk)cumcnt which binds the Council or which wrthorises :my :ictiorr on bchalt’ol’
the Council;
determine the terms and c(mditions of” service of’ any person appointed by the
Council or who is under contract; and
in general,  tuke any ~ippropriate steps which it deen~s necessary or expedient
to perform its fun~tiotls  itl” :tccorda~lce with the provisions ot” this Act.

Committees of (hmcil

9. ( I ) The Council m:Lv-
(1{)

(/7)

ilppoint  from amongst its members m executive committee consisting of’ the
uhuirperson, the vice—ch:tirperson  md three other members to ilttend to the
day to Liay tasks of ’the Council,  :ind tntiy de[eg:ite to such executive committee
such tunctions  md powers as it nlay from time to time determine; and
ilppoint  from wnongst its nwmbers  or :my other person, any other committee
in regmi  to any mutter fulling  within the scope oi the Council’s functions and
powers under this Act, and miiy delegdte to my such committee such of i[s
functions WILI  powers as it may determine fronl time to time.

(2) The chairperson d’ the Council sIMII  be the chuirpcrson of the executive
c~)llll]litlce and in his 01 Iwl- uhscnuc IIw vice-ctltli[-llers[]ll  >hdll dct m uhaiqxrwm.

(3) Any other c(mlmittec :Ippt)inted by the Council sludl elect its own chiiirpers{)n.
(4) All resoiuti(ms tdwn by the executive comn]ittce  or my other cxmmittce sIMII be

by a majority vote,
(5) The quorum for ii meeting of’ the Ctwncil or my committee slwll be half ot the

Incmher’s of” the Ctmncil {w ~)t’ such committee  plus one member.

Nleetings of Council

10. ( I ) The C(mncil sIILIII  hold ;II Ic:ist f(mr ordituwy meetings e;lch ye~lr.
( 2 ) Speciid  mcclings  t)t’ [he ~’(wncil  nmy k Lxmvcned by the chairperw)n  or at the

written request 01” the n~~ij(wity of’ the members setting forth,  clemly the purpose t’~)r
which the tnec[ing  is to be IKILI.

(3) The Nlinis(er  nmy at MY time request  that a meeting of” the Council be convcnd
in (mlcr tt~ wlvise  him or her t)n d specilic rmtter.
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(4) l’he cxccu[ivc committee shall meet al least once a month or at such intervals as
the chairperson may deem it necessary for the t%cient  performance of the Council’s
func[ion\.

(5) Tbc Council may determine its own rules regarding the procedures at its meetings
or those of its committees. 5

((M All rcsolu[i(ms  taken by the Council shall be by a majority vote.

Remuneration of members ot’ Council and committees

11. The chairperson. vice-chairptmon, other members ot’ the Council and members of’
uc)n}nlit(ees of the C(mncil who are not members of the Council, excluding any such
nmnlher-

(~~) who is in the full-time service of the State; or
(b) who is in the !ull-time service of tin employer by whom such member is

remunerated in respect of such service and with whose consent such member
was appointed as such,

shall he paid such remunertition and allowances out of the funds of the Council as the
Minister, with the concurrence of’ the Minister of Fimmce,  may determine from time to
time,

Funds of Council

12. ( I ) The tirncls  ot’ the Council shall consist of-
(a) moneys appropriated by Parliament on such terms and conditions as the

Minister, with the concurrence of tbe Minister of Finance, may determine;
(b) fees raised on services rendered by the Registrar in the performance of his or

her functions under the provisions of this Act;
(~) penalties contemplated in section 66(3); and
(d) interest on overdue fees and penalties in respect of services rendered by the

Registrar.
(2) The Council-

(a) may accept moneys or other goods donated or bequeathed to the Council; and
(b) shall specify details of any such domrtion  or bequest in the annuul  report to the

Minister.
(3) The Council shall u[ilise its funds  for the delrtiyal of expenses incurred by the Coun-

cil wld the otlice of the Registrar in the performance of their functions under this Act.
(4) The Council shall cause an account to be opened wi(h ~n institution registered as

a bank and shall deposit in that account all moneys received in terms of this section.
(5) The Council may invest money, which is deposited in terms of subsection (4) ami

which is not required for immediate use, in any manner as it may deem fit.
(6) Any money which at tbe close of the Council’s financial year stands to the credit

i~lthe Council shall be carried forward to the next financial yew as a credit in the account
of [he Counci 1.

Accounting uthr

13. ( I ) The Regis[rar  shall be the accounting otlicer of the Council charged with
accounting  for all moneys received tind payments authorised by and made on behalf of
the Council and the Registrar.

(2) The financial year of’ the Council ~h:ill end on 3 I December in each year,
(.3 ) “~he Registrar shA-

([/) keep full and proper records of all moneys received and expenses incurred by.
imd of tdl assets, liabilities and financial transactions of, the Council and the
Registrtir; anLI

(b) as soon as is practicable, but not litter than four  months tdier the end of ettch
financial year referred to in subsection (2), prepirre annual financial statements
in respect of the [inanciat  year in question.

(4) The records anLI annual finuncial statements referred to in subsection (3) shall be
audiled hy the ALlc]itor-Cjellcrtil.

(5) Any nl(nlcys  payable to the Council in terms of this Act, shall be a debt due to the
Council and recoverable by the Registrar in any competent court.

Annuai  report
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(2) The report referred to in subsection ( 1 ) shall be accompanied by audited financial
statements and notes thereon in respect of the financial year concerned.

(3) ‘~hc financia]  statements referred to in subsection (2) sha][—
(a) bc in conformity with general accepted accounting practice;
(h) fairly present the state of affairs and functions of the Council and the results

thereof tind of the Registrar; and
([) refer to any material matters not specifically required in terms of this Act

which have afiected or are likely to affect the atfairs of the Council and the
Registmr.

(4) The Council shall publish or make available the annual report and audited
financial statements after submission thereof to the Minister.

Consultation between Minister and Council

15. ( I ) The Council may consult with the Minister in the exercise of the powers and
the performance of the functions under this Act or on any other law, and in connection
with any other matter which the Council deems necessary.

(2) The Minister may consult with the Council on any matter falling under this Act.

Cases of improper or disgraceful conduct

16. Whenever it appears to the Council—
(u)

(b)

that the coriduct of any person registered under any Act of Parliament which
regulates the professional conduct of any health care supplier constitutes
improper or disgraceful conduct relating to a medical scheme, the Council
shall report this matter to any body or organisation which has jurisdiction over
the person concerned; or
that an otfence  has been committed,

the Council shall refer the matter  to the National Prosecuting Authority.

Liquidation

17. ( I ) The Council shall only be placed under liquidation by an Act of Parliament.
(2) In the event of the liquidation of the Council, the assets and liabilities of the

Council, if any, shall accrue to the State.

Part 2

Registrar, Deputy Registrar and stafl  of Council

Appointment of Registrar and Deputy Registrar of Medical Schemes

18. ( 1 ) The Minister shall, after consultation with the Council, appoint a Registrar and
one or more Deputy Registrars of Medical Schemes.

(2) “l’he Registrar shtill be the executive ofiicer of the Council and shall manage the
affairs of the Council.

(3) The Registrar shall act in accordance with the provisions of this Act and the policy
find directions of the Council.

(4) The Registrar may assign to any statl’ member such of his or her functions or duties
as he or she may from time to time determine.

(5) The Registrw  shall supervise the staff appointed under section 8(a) or (c) or placed
tit his (w her disposal in terms of section 19(I).

(6) A Deputy Registrar shall assist the Registrar in the performance of his or her
functions and the carrying out of his or her duties and may, subject to the approval of the
Registrar, exercise any power conferred upon the Registrar by the Council or by this Act.

Statf of Council

19. ( I ) The Council may, in addition to the staff appointed or a person under contract
under section 8((1)  or (c) respectively, request the Director-General of Health to place at
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[he disptwd of the Registrar, ofiicers w](J  employees in [he public service in terms of’
scc[i{m 15(.3) of” the Public Service Act, 1994 (Proclamation No, 103 of 1994) to assist
[he Registrar in [be pcrlormwwe  of’ his or her functions and duties.

(2) The sttitt of the Council, excluding the ot%cers and employees referred to in
subscction(  I ), shall be paid such remuneration and allowances as the Council may, after
c(msultati[m with the Minister and with the concurrence of the Minister of Finance,
determine from time to time.

(3) Staff of the Council shall become members of the Government Employees’
Pensiorr Fund mentioned in section 2 of the Government Employees Pension Law, 1996
( Proclamation  No, 21 ot’ 1996 I.

CHAPTER 4

MEDICAL SCHEMES

Business of Medical Scheme

10

20. ( I ) No person shall carry on the business of a medical scheme unless that person
is registered as a medical scheme under section 24.

(2) No medical scheme shall purchw+e any insurance policy in respect of any relevant
health services other than to reinsure a liability in terms of section 26( 1 )(b).

Use of designation “medical scheme”

5

21. No person shall, without the consent of the Registrar, apply to his or her business
~ name which includes the words “medical scheme” or any other name which is
calculated to indicirte,  or is likely to lead persons to believe that he or she carries on the
business of a medical scheme, unless such business is registered under this Act.

Application for registration

22. ( 1 ) Any person who wishes to carry on the business of a medical scheme shall
apply to the Registmr  for registration under this Act.

(2) An upplicirti(m under subsection(1) shall be accompanied by such documents and
particulars as may be prescribed from time to time.

Name of medical scheme and change of name

23. ( I ) The Registrar shall not register u medical scheme under a name, nor change the
name of a medical scheme to a nanle-

(~{ ) which has already been registered;
(b) which so closely resembles the name of a medical scheme alretidy  registered

that the one is likely to be mistaken for the other: or
(,) which is likely to mislead the public.

(2) A medical scheme shall not use or refer  to itself by a name other than the name
under which it is registered or a literal translation or an abbreviation thereof which has
been approved by the Registrar.

(3) A medical scheme may. with the consent of the Registrar, in conjunction with its
registered name, use, or refer to itself by, the name of a medical scheme with which it has
amalgamated or which it has absorbed or, in the case of a change of name, the name by
which it was previously known.

(4) A medical scheme shall not change its name without the prior written consent of
Ihe Registrar.

Registration as medical scheme

24. ( I ) The Registrar shall, it’ hc or she is satisfied that a person who carries on the
business t)l’ a medical scheme which has lodged an application in terms of section 22,
complies  (w will be ;Lble to comply with the provisions (~f this Ac~, register the medical
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scheme,  with the concurrence of the Council, and impose such terms and conditions as
hc or she deems nwewrry,

(2) N() medical scheme shall be registered under this section unless the Council is
satistied lbat-

a member of the board of [rustees or the principal officer of the proposed
nwdicul  scheme is o tit and proper person to hold the office concerned;
the medical  scheme complies with or will be able to comply with any other
provision of this Act;
tbe medical scheme is or will be timmcially sound;
the medical scheme has a sufficient number of members who contribute or are
likely to contribute to the medical scheme:
the medical scheme does not or will not unfairly discriminate directly or
indirectly agaiost  any person on one or more arbitrary grounds including race,
gender, marital status, ethnic or social origin, sexual orientation, pregnancy,
disability tind state of health; and
the registration of the medical scheme is not contrary to the public interest.

(3) The Registrar shall  transmit to the applicant a certificate of registration and a copy
of the rules of the medical scheme reflecting the date of registration of such rules.

(4) If an application for registration is rejected, the Registrar shall in writing indicate
to the applicant in what respect the medical scheme in question does not comply with the
provisions of this Act.

(5) The Registrar may demand from the person who manages the business of a
medical scheme which is in the process of being established, such financial guarantees
as will in the opinion of the Council ensure the financial stability of the medical scheme.

Notification of registration

25. The Registrar shall publish in the Gazette a notification of the registration of a
medical scheme setting out—

((~) the name and address of the medical scheme;
(b) the date of’ registration: and
(c) any terms and conditions imposed.

Etfect of registration

26. ( 1 ) Any medical scheme registered under this Act shall—
(a) become u body corporate capable of suing and being sued and of doing or

causing to be done all such things as may be necessary for or incidental to the
exercise of its powers or the performance of its functions in terms of its rules;

(b) assume liubility for and guaruntee the benefits otlered to its members and their
dependants in terms of its rules; and

(c) estublish a bank account under its direct control into which shall be paid every
amount-
(i) received as subscription or contribution paid by or in respect of a

member; and
(ii) received as income, discount, interest, accrual or payment of whatsoever

kind.
(2) No person shall have tiny ckrim on the assets or rights or be responsible for any

liabilities or obligations of a medical scheme, except in so far as the clirim has arisen or
the responsibility has been incurred in connection with transactions relating to the
business of the medical scheme.

(3) The assets, rights, liabilities and obligations of a medical scheme, including any
assets held in trust for the medical scheme by any person, as existing immediately prior
to its registration, shall vest in and devolve upon the medical scheme without any formal
transfer or cession.

(4) No amount shall be debited to tbe account contemplated in subsection l(c) other
tha[l-

(a) payments by a medical scheme of any benefit, payable under tbe rules of a
medical scheme;
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(b) cm(s incurred by the medical scheme in the carrying on of the business as a
medical scheme; (m

([) wmmnts invested by [he board of’ trustees in accordance with section 35(7).
(5) Nc) p~iynwnt in whatever  form shall be rnwte by a medical scheme directly or

indirectly to tiny person as a dividend, rebate or bonus of any kind whatsoever,
((>) No person other’ thun tin e]npioyer  shall receive, hold or in any manner deal with

the subscription or contribution which is payable to a medical  scheme by or on behalfof
ii member of such medical scheme.

(7) All subscriptions or contributions shun be paid directly to o medical scheme not
Itltcr (luin three d;lys tif’ter payment thereof’ becoming due.

(8) The oliicer in uhtw.ge of o deeds registry in which is registered any deed or other
document  relating to any asset or right which in terms of subsection (3) vests in or
devolves  upon ~ medical scheme, shall, upon production to him or her by the rnedictil
scheme of its certificate of registration anti of the deed or other document aforesaid,
without pdyment  of transfer duty, stamp duty, registration fees or churges, make the
endorsements upon such deed or document and the alterations in his or her registers that
we necessary by reason of such vesting or devolution.

(9) All moneys and assets belonging to a medical scheme shall be kept by that medical
scheme  and every medictil scheme or the u(fminis(rator,  as the case mtiy be, shall
Inaint:iitl such books of accounts wld other records as may be necessary for the purposes
of such medical scheme.

( lo) Every medical scheme shall have a registered oilice in the Republic.
(11 ) No medhl  scheme  sh:dl carry on any business other than the business of a

medical  scheme and no medical scheme shall enrol or achmit any person us a member in
respect  of any business other Ih;m the business of a medical scheme.

Cancellation and suspension of registration

27. ( I ) The Registrar may, with the concurrence of the Council, ~tler investigation tind
after Ilaving  afforded  [he medicul  scheme, or its legal representative an opportunity of
being heurd, cwwel the registr:ltion of a medical schenvX

(~i) on proof that the nwdic~d scheme has ceased to operate;
(/~) if the lnedicul scheme was registered by virtue of misleading information;
(~) if (be medical scheme is unable to maintain a financially sound condition us

contemplated by this Act;
(d) if the medical scheme is unable to enrol within the period determined by the

Council, or to m~intain the Ininimum number of members required for (he
registration of ti medical scheme; and

(e) if the medical scheme, ufter  written notice from the Registrar, persists in
violating tiny provision of this Act.

(2) The Council may, in lieu of cancellation suspend the cancellation. in terms of
subsection ( I), it’ the Registrar is satisfied that the medical scheme will be able to rectify
the situation contemplated in paragraph (c), (d) or (e) of subseclioo  ( 1 ) in a nmrmer
consistent with the provisions of this Act.

(3) TITe Registrar shall inform the medical scheme concerned of :my decision taken in
terms of subsection ( I ) by means of a written notice served upon the medicul scheme
and shall come into operation on a dtite specified in such notice,

Prohibition of membership of, and claims against, more than one medical scheme

28. No person shnll-
([~ ) be ii member of more than one medical  scheme;
(b) be admitted as a (lependant of—

(i) more than one member  of a part icuhir  medics] scheme; or
(ii) members of difl’erent medical schemes; or

(~) cltiim or Llccept benetits in respect of himself or herself or any dependant  from
my medical scheme other than the medical scheme of which he or she is a
member or a dependent.
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CHAPTER 5

RULES OF MEDICAL SCHEME

Matters for which rules shall provide

29. ( 1 ) The Registrar shall not register u medical scheme under section 24, and no
nwlicid scheme shall carry on any business, unless provision is made in its rules for the 5
lollowing  mutters:

((l) The appointment or election of a board of trustees consisting of persons who
are fit tind proper to manage the business contemplated by the medical
scheme.

(b) The appointment of a principtil officer by the board of trustees who is a fit and 1 ()
proper person to hold such office.

(c) The appointment, rem(wal  from office, powers and remunertition  of officers of
a medical scheme.

(d) The manner  in which contracts and other documents binding the medical
scheme shall be executed. 15

(e) The custody of the securities, books, documents and other effects of the
medical scheme.

(/) The appointment Of the auditor of a medical scheme and the duration of such
appointment.

(,?) The powers to invest funds. 20
(h) Subject to the provisions of this Act, the mimner in which and the

circumstances under which a medical scheme shall be terminated or
dissolved.

(i) The appointment of a Iiquidutor  in the case of a voluntary dissolution.
(j) The settlement of any complaint or dispute. 25
(k) The amendment of the rules in accordance with the provisions of section 31.
(/) The giving of advance written notice to members of any change in

contributions, membership fees or subscriptions and benefits or any other
condition atfecting their membership.

(m) The manner of culling the annual general meeting and special general 30
meetings of members, the quorum necessary for the transaction of business at
such meetings and the manner of voting thereirt.

01) The terms and conditions applicable to the admission of a person as a member
and his or her dependtmts, which terms and conditions shall provide for the
determination of contributions on the basis of income or the number of 35
dependents or both the income and the number of dependents, and shall not
provide for tiny other grounds, including age, sex, past or present state of
health, of the applicant or one or more of the applicant’s defendants, the
frequency of rendering of relevant health services to an applicant or one or
more of the applicant’s defendants other than for the provisions us prescribed. 40

(o) The scope and level of minimum benefits that are to be avuilable to members
anti defendants as may be prescribed.

(p) No Iimitti[ion  shidl apply to the reimbursement of imy relevfint  health service
obtained by a member from a public hospital where this service complies with
the general scope and level as contemplated in paragraph (o) and may not be 45
ditierent from the entitlement in terms of service available to a public hospital
p:itient.

(q) The payment of any benefits according to—
(i) a scale,  tariff or recommended guide; or

(ii ) specific directives prescribed in the rules of the medical scheme. 50
(r) The defendants of a member are entitled to participate in the same benefit

option as the member,
(.s) The continuation, subject to the prescribed conditions, of the membership of

a member, who retires from the service of his or her employer or whose
employment is terminated by his or her employer on account of age, ill-health 55
or other disability and his or her dependants.

([) For continued membership of a member’s defendants, subject to the
prescribed conditions, tifter the death of that member, until such dependant



IXXXJIIIC>  a memhcr  of, or is wlmittecl as a depend;mt of’ a member of another
nwdic:d  whenw.

([~) If [hc nmmbers oftl medical scheme  who are members of that medical scheme
by virtue  o!’ their employment by a particular employer terminate their
membership ot’ the said medical scheme with the object of obtaining 5
membership of another medical scheme or of est~lblishing a new medical
scheme,  such other or new medical scheme shall admit to membership,
without a waiting period or the imposition of new restrictions on account of’
the state of his or her health or the health of any of his or her defendants, tiny
member or a depenckmt of such first mentioned medical scheme who— 10
(i) is a person or persons contemplated in pamgraph  (s); or

(ii ) is a person or persons contemplated in paragraph (r).
(2) A medical scheme  shtill not cancel or suspend a member’s membership or th~t of

imy of’ his or her Llepeodants, except on the grounds of—
(~i) failure to pay, within the time allowed in the medical scheme’s rules, the 15

nwmbership  fees required in such rules;
(b) failure to repay any debt due to the medictil scheme;
(c) submission of fraudulent claims;
(d) committing tiny fraudulent act; or
(e) the non-disclosure of material information. 20

(3) A medical scheme shall not provide in its rules—
(~~) for the exclusion of any tipplictmt  or a dependent of an applicant, subject to the

conditions as may be prescribed, from membership except for a restricted
membership scheme as provided for in this Act;

(b) for the exclusion of tiny applicant or a dependant of an applicant who would 25
otherwise bc eligible for membership to a restricted membership scheme; tind

(c) for the imposition of waiting periods or new restrictions on account of the
stute 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 membership has been terminated because of change of 30
employment anLI who applies for membership within three months after the
termination of membership from the other medical scheme.

General provisions to be contained in rules

30. ( 1 ) A medical scheme may in its rules make provision for—
(f{) donations to any hospitol,  clinic, nursing home, maternity home, infirmary or 35

home for aged persons in the interest of all or some of its members;
(b) the granting of loans to any of its members or to make t~.r ~r(lric~ payments on

behalf of or to members in order to assist such members to meet commitments
in regtird to any matter specified in the definition of Abusiness  of a medical
scheme” in section 1; 40

(c) the contribution to any association instituted for the benefit of medical
schemes;

(d) the contribution to any fund of any kind whatsoever which is conducted for
the benefit of the ofiicers of the said medicd  scheme or to pily for insurance
policies on the lives of of!icers  of the said medical scheme for the benetit of 45
such oflkxrs or their defendants;

(c) the allocation to a member of a personal medical sovings ~ccount,  within the
limit and in the manner prescribed from time to time, to be used for the
payment of any relevant health service; or

(/) the membership of u minor who is assisted by his or her parent or guardim, 50
(2) Notwithskmding  the ptwi~ions  of section 41(1) and (2), a medical scheme shall

prolide  free of’ charge to every member of that medical scheme on trdmission  with a
dctt~ilcd summary of the rules specifying sLIch member’s rights and obligations.
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Amendment of rules

31. ( I ) A medical scheme  may, in the manner provided for in its rules, amend or
rescind LIny of such rules or mirke any additional rule.

(2) No timendment, rescission or addition of’ any rule referred to in subsection ( 1 )
shtill be valid unless it has been upprovecl by the Registrur in accordance with any 5
directive  given by tbe Council and registered as contemplated in subsection (3).

(3) On receipt of a written notice from a medical scheme setting out the particulars of’
any amendment or rescission of its rules, certified by tbe principal otlicer, the
chairperson and one other member  of’ tbe board of trustees as having been adopted in
accordance  with the provisions of the rules of the medical scheme, the Registrar shall- 10

(a) it he or she is stitistied that the amendment or rescission of the rules will not
bc unfair to members or will not render the rules of the medical scheme
inconsistent with this Act, register the amendment or the rescission of the rules
tmd return it to the nwdical scheme with the date of registration endorsed
thereon; or 15

(b) if he or she is not so satisfied, in writing advise the medical scheme
accordingly and indicate the reasons for his or her rejection of the amendment
or rescission.

(3) The Registrar may order a medical scheme to-
(~i) within a period of 30 days as from the date on which he or she addressed the 20

request to the medical scheme concerned, amend the rules in the manner
indicated by him or her; or

(b) apply in the manner indicated by him or her,
any rule of such medical scheme which is, in his or her opinion, being applied in a
manner  which is inconsistent with the provisions of this Act. 25

Binding force of rules

32. The rules of a medical scheme and any amendment thereof shall be binding on the
medicid scheme concerned, its members, otlicers and on any person who claims any
benefit under the rules or whose claim is derived from a person so claiming.

CHAPTER 6 30

BENEFIT OPTIONS

Approval and withdrawal of benefit options

33. ( I ) A medical scheme shall apply to the Registrar for’ the tipproval  of’ any benefit
option if such a medical scheme provides members with more than one benefit option.

(~) ‘r’he Registrar  sh~lll [10t iipprove  any benefit option under this section unless the 35
Council is satisfied thtit such benefit option-

(a) includes the prescribed benefits;
(b) shall be self-supporting in terms of membership and tinwwial performance;
(c) is frnanciully  sound; and
(d) will not jeopardise the financial soundness of’ any existing benefit option 40

within the medical scheme.
(3) The Registrar may demand from the principal otticer such financial guarantees M

will in the opinion of the Council ensure the financial soundness of’ benefit options.
(4) The Registrar may, on account of an inspection or investigation in terms ofthis  Act

or on ticcount of any report, document, statement or information furnished to him or her, 45
if’ be or she is of the opinion that a benefit option is or may not be financially sound,
withdraw the :ipproval  of’ such benefit option and tbe medical scheme shall amend its
rules accordingly with etiect from the date directed by notice by the Registrar.

(5) The Registrar may amend the rules of a medical scheme if such medical scheme
tails to amend its rules as directed by the Registrar under the provisions of subsection (4) 50
within the period specified in the notice, and such amendment shall be deemed to be an
:uncndment  within the meaning of’ the provisions of secti(m 31.
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Prohibition on cession and attachment of benefits

34. (1) No benefit or right in respect of a benefit payable under this Act shall be
copable of being :issignccl or trwlsferred or otherwise ceded or of being pledged or
hypothecated  or be liable to be attached or subjected to any form of execution under a
judgcment or order of ii court of law.

(2) A inedical scheme may withhold, suspend or discontinue the payment of a benefit
to which a member is entitled under this Act or any right in respect of such benefit or
paytnent  of such benefit to such a member, if a member attempts to assign or transferor
otherwise cede or to pledge or hypothecate  such benefit.

CHAPTER 7

FINANCIAI.  MATTERS

Financial arrangements

35. ( 1 ) A medical scheme shall at all times maintain its business in a financially sound
condition by—

(a) having assets as conteinplated in subsection (3);
(b) providing for its Iiabil]ties; and
(c) generally conducting its business so as to be in a position to meet its liabilities

at all times.
(2) A inedical scheine shall be deemed to have failed to comply with the provisions of

subsection ( 1 ) if it does not comply with subsection (3), (4), (5), (6) or (7).
(3) A medical scheme shall have assets, the aggregate value of which, on any day, is

not less than the aggregate of—
(a) the aggregate value on that day of its liabilities; and
(h) the nett assets as may be prescribed.

(4) A medical scheme shall not be deemed to hold an asset for the purposes of this Act
to the extent to which such asset is encumbered.

(5) A medical scheme shall have such assets in the Republic in the particular kinds or
categories as may be prescribed.

(6) A inedical scheme shall no-
((1)
(/7)
(c)
(d)

encumber its assets;
allow its assets to be held by another person on its behalfi
directly or indirectly borrow money; or
by means of suretyship or any other form of personal security, whether under
a primary or accessory obligation, give security in relation to obligations
between other persons,

without the prior approval of the Council.
(7) Subject to the provisions of this section a medical scheme may invest its funds in

any manner provided for by its rules.
(8) A medical scheme shall not iilvest any of its assets in the business of or grant loans

t o -
(a) an employer who participates in the medical scheine or any administrator or

any arrangement associated with the medical scheme;
(h) any other medical scheme;
([) any administrator; and
(d) any person associated with any of the abovementioned.

(9) For the purposes of this Act, the liabilities of a medical scheme shall include—
(a) the amount which the medical scheme estimates will be payable in respect of

claims which have been submitted and assessed but not yet paid;
(b) the amount which the medical scheme estimates will become payable in

respect of claims which have been incurred but not yet subinitted;  and
(c) the amount standing to [be credit of a member’s personal savings account.

( 10) A inedical scheine which fails to comply with subsection ( I ) shall, within 30 days
after becoming aware of it, ilotify  the Registrar of such failure and state the reasons for
it.

( I I ) The Re.gistrzir may, if a medical scheme gives notice to the Registrar in terms of
subsection ( 10), or if the Registrdr is satisfied that ii inedical scheme is failing, or is
likely to fail within a reasonable period, to comply with subsection(I), (2), (3), (4), (5),
(6) or (7) direct that the medical scheme by notice, submit to him or her, within a
specitied periud—
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34

(a) specified iniimnation relating to the nature and causes of the failure; znd
(b) its propt)wl~  as to (he course  of action that it should adopt [o ensure

compliance  [herewith.
( 12) The Registrar may. when he or she has received the information referred to in

subsection ( 1 I ), and in c(mcarrence  with the Council- 5
((~ ) authorise  the medical scheme  concerned, by notiw, to adopt a course of

action, approwxl by him or her after having considered those proposals zmd
which he or she is satisfied will reasonably ensure that the medical scheme
complies with subsection ( I ), (2), (3), (4), (5), (6) or (7) within a specified
time and he or she tnuy tit the same time, or at any time thereafter, by notice I ()
tiutborisc the modification of that course  of action to the extent he or she
deems appropriate in the circumstances; or

(b) it he or she is stitisficd  [hat it is necessary to do so in the interest of the
members of the medical scheme, at the same time, or tit any time thereafter,
und notwithstanding any steps already taken by him or her under paragraph i 5
((/), act in terms of any other provision of this Act.

( I ~) If a medictil scheme  fails to comply with any provision of this section, every
ollicer of the medical scheme who is a party to the hilure,  shall be guilty of an offence.

Auditor and audit committee

36. ( I ) A medical scheme  shall appoint at least one auditor.
(2) The appointment of an auditor, other than there-appointment that does not involve

a breuk in the continuity of the appointment, shall not take effect unless it has been
approved by the Registrar,

(3) A medical scheme shall not appoint as its auditor—
(([) a person who is a member of its board of trustees;
(b) a person who is not eng~ged  in public practice m an auditor; or
({) a person who is disqutililied from acting as an auditor in terms of section 275

of the Companies Act, 1973 (Act No. 6 I of 1973).
(4) The approval of an auditor ot’ a medical scheme by the Registrar shall not lapse if

an auditor of u rnedicol scheme is a tirlm m contemplated in the Public Accountants’ and
Auditors’ Act, 1991, (Act No. 80 of 199 I), whose membership of the firm have changed,
if not fewer than h~lf ot’ the members tifter  the change, were members when the
tippointment of the tirm was 1:]s[  approved by the Registrur.

(5) Notwithstanding anything to the contrary contained in any other law, the auditor
of a medical  scheme shall-

(f~) whenever he or she furnishes a report or other document of p~rticulars as
contemplated in section 20(5)(b) of the Public Accounttints’ and Auditors’
Act, 1991, also furnish u copy thereof to the Registrar;

(b) inform the Registrar in writing of any matter relating to the atYairs  of the
medical scheme of which he or she became aware in the performance of his or
her functions as auditor and which, in the opinion of the auditor, may
prejudice the medical scheme’s ability to comply with this Chapter;

(~) if his or her appointment is terminated for any retiso[l—
(i) submit to the Registrar a statemetlt of what he or she believes to be the

reasons t’or that termination; and
(ii ) if he or she would, but lor that termination, have had reason to submit to

the medical scheme  a report as contemplated in section 20(5)({/) of the
Public Accountants’ and Auditors’ Act, 1991, submit such u report to the
Registrar; und

(d) it’ recluestecl by the Registrar to do so, furnish him or her with written
in f{mniition relating to any matter  referred to in this Chapter.

(6) An auditor who in terms o!’ ibis section furnishes a report in good faith shall not
c~mtl-a~inc a provision of a law or breach a provision of u code of professions] conduct,
1{1 which he or she is subject t{).
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(7) An auditor’s f’tiilrrre,  in good ftri[h,  to furnish a report or information in terms of
this secti{m shall m]t confer  upon any person a right of’ tiction against the auditor which,
but for that failure, that person would not have had.

(8) The auditor shall, in addition to the duties imposed upon the auditor of’ a medical
scheme  by any other Act—

(~~) in respect of” a return or statement which he or she is required to examine in
terms of” this Chapter, certify whether that return or statement complies with
(he requirements of’this Act and whether the return or statement, including any
tinnexure  thereto, presents fairly the matters dealt with therein as if such return
or statement were a firmncial statement contemplated in section 20 of the
Public Accountants’ and Auditors’ Act, 1991; and

(h) carry out the other duties provided for in this Act.
(9) The Registrar may, notwithstanding the provisions of any other Act, appoint an

iruditor  for a medical scheme if that medical scheme for any reason fails to appoint an
auditor, and such an auditor shall be deemed to have been appointed by the medical
scheme.

( 10) The hoard of’ trustees of a medical scheme shall, subject to the provisions of
subsection ( 13), appoint an audit committee of tit least five members of which at least
two shall be members of that board of trustees.

( I I ) The rntijority  of the members, including the chairperson of the audit committee,
shall be persons who are not officers of the medical scheme or the administrator of the
medical scheme, the controlling company of the administrator or any subsidiary of its
controlling company.

( 12) The objects of the audit committee shall, inter alia, be to—
(a) assist the board of trustees in its evaluation of the tidequacy  and efficiency of

the internal control systems, accounting practices, infer-rnation systems and
auditing processes applied by that medical scheme or its administrator in the
day-to-day  rnanagernent of its business;

(b) facilitate and promote communication and liaison regording the matters
referred to in paragraph (a) or a related matter, between the board of trustees,
principal officer, administrator and , where applicable, the internal audit staff’
of the medical scheme;

(() recommend the introduction of measures which the committee believes may
enhance the credibility and objectivity of financial statements and reports
concerning the uilairs of’ the medical scheme; and

(d) advise on any matter referred to the committee by the board of trustees.
( 13) The Council may, if it is satisfied that the appointment of an audit committee, in

a particular case, is inappropriate or impractical or would serve no useful purpose,
subject to the conditions it deems fit to impose, exempt the medical scheme concerned
from the requirements of subsection ( 1()).
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37. ( I ) The board of trustees shall in respect of every financial year cause to be
prepared annual financial statements and shall within four months after the end of a
finimcial  year furnish copies of the statements concerned together with the report of the
board of trustees to [he Registrar. 45

(2) The annual financial statements referred to in subsection ( 1 ) shall be furnished to
the Registrar in the medium and form determined by the Registrar and shall infer a/ia
consist of—

((~) a balance sheet dealing with the state of affairs of the medical scheme;
(b) an income statement;
(<) a cash-flow statement;
(d) a report by the iruditor’  of the medicid  scheme; and
(,’) such other returns as the Registrar may require.

(3) The annual financial statements of a medical scheme shall, subject to the
provisiorls  of’ the Public Accountants’ and Auditors’ Act, 1991, be audited by an 55
accounttint and auditor registered in terms of that Act except where such accounts are to
be audited by the Auditor-General in terms of any law,

(~) The wlnLIal financial statements shall—
((I ) be prepared in accordance with general wcepted  accounting practice;
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(b) fairly present the state of affairs and the business of the medical scheme and
the results thereot tit the end of the tinancial year concerned and the surplus or
deficiency of the medical scheme for that financial year;

(c} by means of figures and a descriptive report, set out and explain any matter or
int’ormation  material to the affairs of the medictd scheme; and

(d) bc accompanied by the management accounts in respect of every benefit
option otfered by the medical scheme indicating the financial performance
thereof and the number of members enrolled per option.

(5) The board of trustees’ report referred to in subsection (1) shall—
([~) detil with every matter which is material for the appreciation by members of

the medical scheme of the state of affairs and the business of the medical
scheme and the results thereofi and

(b) conttiin  relevant information indicating whether or not the resources of the
medical scheme have been applied economically, efficiently and effectively.

Registrar may reject returns

38. The Registrar, if he or she is of the opinion that any document furnished in terms
of section 37 does not comply with tiny of the provisions of this Actor does not correctly
reflect the revenue and expenditure or financial position, as the case may be, of that
medical scheme, may reject the document in question, and in that event—

(a) he or she shall notify the medical scheme concerned of the reasons for such
rejection; and

(b) the medical scheme shall be deemed not to have furnished the said document
to the Registrar.

CHAPTER 8

DOCUMENTS
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Requirements in regard to documents to be deposited with Registrar

39. ( 1 ) A medical scheme shall be deemed not to have complied with any provision of
this Act which imposes upon such a medical scheme the obligation to furnish to the
Registrar a document prepared by the medical scheme, unless such document is signed
by the principal officer and one other person authorised in accordance with the rules of 30
the medical scheme to sign documents.

(2) The following persons, other [ban an auditor or valuator, shall sign any document
which in terms of any provision of this Act must be furnished by a medical scheme to the
Registrar:

([~) In the case of a board of trustees, the chairperson of the board of trustees, and 35
by one other member of such board; and

(b) in any other case, persons designated by the Registrw who exercise control
over the business of [he nledical scheme concerned.

(3) A medical scheme shall be deemed not to have complied with the provisions of
section 38 unless any income statement, cashflow statement, balance sheet or return 40
required to be submitted, is certified by the auditor of the medical scheme.

(4) Any person who is required in terms of this Act to furnish to the Registra-
({/) any original document; or
(b) a copy of any document,

shall furnish one copy thereof certified as correct-
(i) in the case of a medical scheme, by its principal officer; and

(ii) in any other case, by the person by whom such copy is required to be
furnished,

together with so many additiomrl  copies as the Registrar may require.

45

Effect of Registrar’s certificate on documents 50

40. Every document which purports to have been duly certitied  by the Registrar to be
a document  deposited at his or her otlice under this Act, or to be a copy of such a
document, shall pri~}fa ,ji~,ic’ be deemed to be such a document, or a copy thereof, and
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cvel-y such copy shall he tidmissibie as evidence in a court of’ Itiw as it’ it were the original
doculllcnt,

Right to obtain copies of, or to inspect certain documents

41. ( I ) A nmlical scheme shall deliver to a member on demand  by such member, and
on paylllent of’ such tee as may be determined by [he rules of the medical scheme, a copy
of” any 01 (he following documents:

(~[) The rules of the medical scheme.
(/~) The latest annual financial statements prepared under section 37( 1).
([) Any other document referred to in section 37(2) and (4)(d).

(2) A member shall be entitled to inspect, without charge, at the registered office of a
medical scheme of which he or she is ~ member, the documents referred to in subsection
( I ) and 10 m~ke ex[racts therefrotn.

(3) Any person m~y, upon payment of the prescribed fee, inspect at the oftlce of the
Registrw any document referred to in subsection ( 1 ) and may make an extract thereof or
obtain from the Registrar a copy thereof or extract therefrom.

(4) The Registrar may exempt LLny  person from the obligation to pay fees under this
secti(m  if the Registrur is satistied that the inspection, copy or extract in question is
desired for the purpose of’ furthering the public interest.

CHAPTER 9

POWERS OF REGISTRAR

Registrar may require additional particulars.

42. ( 1 ) The Registrar may, if he or she is of the opinion that—
((/) an tipplicution  for registration of a medical scheme;
(b) any amendment to the rules of a medical scheme; or

5

()

5

(() any statement, account, return or document relating to the financial condition 25
of’ a medical scheme,

does not disclose sufficient information to enable  a decision to be made, request the
principa] officer of thot medical scheme to furnish such ikfitional  particulars us the
Registrar may deem necessary.

(2) If the Registrar is of the opinion that a certificate or special report by an actuary or 30
by the auditor of a medical scheme is necessary in regard to any matter set out in
subsection ( 1 ), the principal officer of that medical scheme shall on request furnish such
certificate or report us the Registrar may require.

(3) The Registrar may require such information as to enable the Council to make
reconltllelld~itions  to the Minister on the matters referred to in section 7([’). 35

Enquiries by Registrar

43. The Registrar may acidress enquiries to a medical scheme in relation to any matter
c(mnec[cd with the business or transactions of the medical scheme, and the medical
scheme shall reply in wri(ing  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 m the 40
Registrar may, at the request of the medical scheme, allow.

Inspections and reports

4.+. ( I ) A Inedical scheme shall, at the written request of the Registrar, or during an
imspcc[ion of’ the atiairs of a medical scheme, by the Registrar or such other person
au[h(wisecf by him or her, produce at any place where it carries on business, its books, 45
d~wuments and annual financial statements in order to enable the Registrar or such other
person au[hfwisecl by him or her to obtain any information relating to the medical
scheme required in connection with the administration of this Act,

(2) The Registrar, or such other person authorised by him or her, shall in addition to
the pt~wers and duties conferred or imposed upon him or her by this Act, have all the 50
powers and duties conferred or imposed upon an inspector appointed under section 2 of
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the inspection of Financial Institutions Act, 1984 (Act No. 38 of 1984), as it’ he or she
has been tippointed an inspector under tlmt Act.

(3) Any refercncc  in (his Act to an inspection made under this section shall also be
cxmstrued as a reference to an inspection made under the inspection of Financial
Imsti[utions Act, 1984.

(4) ‘l’he Registrar may, :it any time by notice in writing, direct a medical scheme to
turnish to him or her within a period specified in that notice, or within such further
period as the Registmr  may allc)w—

((i) u statement of its assets and liabilities, including contingent liabilities; and
(b) any other document or information speciiied in the notice, relating to the

financial  or other uffairs of the medical scheme over a period likewise
specitied.

(5) ‘rhe Registrur may direct that any statement furnished to him or her under
subsection (4), or any document so furnished and which relates to the financial affuirs  of
that medical  scheme, shall be accompanied by a report thereon by the auditor of the
medical scheme,  and in which the auditor shall state—

((1)

(b)

(c)

(([)

(e)

(f)

(,s)

(h)

in what manner and to what extent he or she has satisfied himself or herself as
[o the amount of’ the liabilities and contingent liabilities shown in the
statement;
in what manner and to what extent he or she has satisfied himself or herself as
to the existence of the assets shown in the statement;
to what extent he or she has satisfied himself or herself that the particulars of
such assets which are shown in the statement are correct;
whether or not, in his or her opinion, the basis of valuation of each of the
various kinds of’ assets adopted by the medical scheme is financially sound;
whether or not, in his or her opinion, the medical scheme is in a sound
timmcial  condition;
it’ he or she is of the opini(m that the medical scheme is not in a sound financial
condition-
(i) in whtit respects the condition of the medical scheme is in his or her

opinion unsound; and
(ii) what the causes or probable causes are of such unsound condition;
such other particulars as he or she deems relevant for the purposes of this Act;
and
such other particulws as the Registrar may deem necessary.

(6) The Registrar ‘may, if he m she, & accou~t of any statement, document or
information furnished to him or her by virtue of subsection (4), deems it necessary in the
interest of the members of the medical scheme concerned, and, after consultation with
the Financial Services Board established by section 2 of the Financial Services Board
Act, 1990 (Act No. 97 of 1990), by notice in writing direct the medical scheme to furnish
to him or her a report compiled by an actuary, in the form and relating to the matters
specified by the Registrar in the notice.

(7) The Registrar may, on the authority zmd in accordmce with the instructions and
directions of the Council, from time to time place any restriction on the administration
costs of a medical scheme in respect of any financial year, and may for this purpose
prescribe the basis on which such costs shall be calcultitecl.

(8) The Registrar may, if he or she is, on account of an inspection or investigation in
terms of this Act or on account of any report, document, statement or information
furnished to him or her under this section, of the opinion that a medical scheme is or may
be rendered not financially sound-

(a)

(/?)

(1”)

by notice in writing direct the medical scheme to take such steps as may be
specified in the notice which are, in the opinion of the Registrar, necessary—
(i) to ensure the financial soundness of the medical scheme; or
(ii) in the interests of the members of the medical scheme;
at any time demund from the medical scheme such financial guarantees and
guarantee deposits as will in the opinion of the Registmr  ensure the linancia!
stubility of the medical scheme; and
suhj!ct to the provisions of this Act, take such other steps as may in his or her
opInIon  be necessary to ensure the financial soundness of the medical scheme.
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(9 J The Rcgistmr  may, for the purposes of paragraph (([)  of subsection (8), by notice
in wri[ing  direct [he medical whetme concerned-

(a) to amend, within a period specified in the notice, the rules ot’ the medical
scheme in the manner indicated in the notice; or

( h )  t(]c()nduct, withirl tlperi()d (Jr ft)raperi()d  specified inthenotice,  the business  5
of the medical scheme in a manner determined by tbe Registrar and specified
in the notice.

( 1 ()) The Registrar may, if a medical scheme fails to amend its rules as directed by the
Registrar under subsection (9)(u)  within the period specified in the notice concerned,
amend such rules, and such amendment shall be deemed to be an amendment within the 10
meaning of section 3 I.

Persons not registered to furnish information

45. ( I ) The Registrw  may, by notice in writing, require any person who he or she has
reason to suspect is carrying on the business of a medical scheme which is not
registered, to transmit to him or her, within a period stated in such notice, a copy of the 15
rules, if any, under which such person is operating and such other information as he or
she may require.

(2) The Registrar may, if the person referred to in subsection ( I ) Fails to comply with,
bis or her requirements to his or her satisfaction, require such person to produce at any
place where that person carries on the business in question, the records, documents, 20
statements or accounts relating to that business in order to enable the Registrar to
ascertain whether thtit business constitutes the business of a medical scheme.

Removal of member of board of trustees

46. ( 1 ) The Council may, by notice in writing, remove lrom otiice a member of the
boml  of trustees of a medicul schetne if it has sut%cient reason to believe that the person 25
concerned is not a fit and proper person to hold the office concerned.

(2) The Council shall, before issuing the notice referred to in subsection (1), furnish
such person with full details of ail the information the Council has in its possession in
regard to any allegations of the member of’ the board of trustees not being a tit and proper
person and to request that person to t’urnish the Council with his or her comments 30
thereon within 30 dtiys or such further period m the Council may allow.

(3) The Council may not issue the notice referred to in subsection ( I ) until it has
considered the comments, it’ any, referred to in subsection (2).

CHAPTER 10

COMPLAINTS AND APPEAIS 35

Complaints

47. ( 1 ) The Registrar shall, where a written complaint in relation to any matter
provided for in this Act has been lodged with the Council, furnish the party compltiined
~gtiimst with full particulars of the complaint and request such party to furnish the
Registrar with his or her written comments thereon within 30 days or such further period 40
as the Registrar may allow.

(2) The Registrar shall, as soon as possible after receipt of any comments furnished to
him or her as contempltited  in subsection ( 1), either resolve the matter or submit the
complaint together with such comments, if any, to the Council, and the Council shalt
thereupon tuke tdl such steps its it may deem necessary [o resolve the complaint. 45

Appeal to Council

48. ( I ) Any person who may be aggrieved by any decision relating to the settlement
()( a complaint or dispute appeal against such decision to the Council.

(2) The ~~pcration  of any decision which is the subject of an appeal under subsection
( I ) shall be smspendecl pending the decision of the Council on such appeal. 50
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(3) An tippeal conlempluted  in subsection ( 1 ) shall be in the form  of’ an affidavit
direc(ed (o the Council and shall be furnished to the Registrar not later than three
Inontbs,  or such Iurther period as the Council ]may, for good cause shown, allow, after
[he date on which the decision concerned was made.

(4) The date, time and place for tbe hearing O! an appeal shall be determined by the 5
Council and shall, not less than 14 clays before such hearing, be made known in writing
by the Registrar to the parties concerned.

(5) The persons contemplated in subsection ( I ) may appear before the Council and
tender  evidence or submit a written argument or explanation to the Council in person or
through a representative. 10

(6) The Council may for the purposes of an ~ppeal—
((/) in writing request any person who, in its opinion, maybe able to give material

information concerning the subject of the appeal or who in its opinion has in
bis or her possession or custody or under his or her control any document
which has any bearing upon the subject of the appeal, to appear before it at d 15
time and place specified in the written request, to be examined or to produce
that document, and may retain for examination any document so produced;

(b) administer an oath to or accept an affirmation from any person called as a
witness at the appeal; and

(c) call any person present at the hearing of the appeal as a witness and examine 20
him or her and require him or her to produce any document in his or her
possession or custody or under his or her control.

(7) The procedure at the hearing of an appeal shal I be determined by the Council.
(8) The Council may after hearing the appeal confirm or vary the decision concerned,

or rescind it and give such other decision as it may deem just. 25
(9) The decision of the Council shidl be in writing and a copy thereof shall be

furnished to the persons contetnplated  in subsection ( 1).

Appeal against decision of Registrar

49. ( 1 ) Any person who is aggrieved by any decision of the Registrar under a power
conferred or a duty imposed upon him or her by or under this Act, excluding a decision 30
that has been made with the concurrence of the Council, may within 30 days after the
dote on which such decision was given, appeal against such decision to the Council and
the Council may make such order on the appeal as it may deem just.

(2) The operation of any decision which is the subject of an appeal under subsection
(1) shall be suspended pending the decision of the Council on such appeal. 35

(3) The Registrar or any other person who lodges an appeal in terms of subsection (1)
may in person or through a representative appear before the Council and tender evidence
or submit any argument or explarmtion to the Council in support of the decision which
is the subject of the appeal.

Appeal Board 40

50. ( I ) There is hereby established an Appeal Board, consisting of three persons
appointed by the Minister, of wh(~m—

(a) one shall be a person appointed on account of his or her knowledge of the law,
who shall be the chairperson; and

(b) two shall be persons appointed on account of their knowledge of medical 45
schemes.

(2) The Registrar shall designute ~ staff member to act as secretary of the Appetrl
130 fird.

(.3) Any person aggrieved by a decision of the Registrar acting with the concurrence
of the Council or by a decision of the Council under a power conferred or a duty imposed 50
upon it by m under this Act, may within a period of60  days after the date on which such
decision was given and upon payment to the Registrar of the prescribed fee, appeul
against such decision to the Appeal Board.

(4) Any person who lodges an appeul under subsection (3) shall submit with his or her
appeal written arguments or explanations of the grounds of his or her appeal. 55

(5) A member of the Appeal Board sh:ill, it’ before or during the hearing of any appeal
it transpires that he or she has any direct or indirect personal interest in the outcome of
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that appeal, recuse himselfor  herself’ and shall be replaced fbr the duration of the hearing
by—

(a) in the case of the member referred to in subsection ( 1 )(a), a person appointed
by the Minister with due consideration of the provisions of that subsection;
and

(b) in the case of a member referred to in subsection l(b), a member appointed by
the Minister under the provisions of that subsection.

(6) A member of the Appeal Board shall hold oflice for a period of three years and
shall on the expiration of his or her term of otlice be eligible for reappointment.

(7) Subject to the provisions of subsection ( 1), any casual vacancy that occurs on the
Appeal Board shall be fi IIed by (be appointment by the Minister of another person, and
any person so appointed shall hold office for the unexpired period of office of his or her
predecessor.

(8) An uppeal shall be heard on the date and at the place and time fixed by the Appeal
Board and the secretary shall notify the appellant as well as the Council thereof in
writing.

(9) For the purpose of ascertaining any matter relating to the subject of its
investigation, the Appeal Board shall have the powers which a High Court has to
summon witnesses, to cause an oath or affirmation to be administered by them, to
examine them, and to call for the production of books, documents and objects.

( 10) A summons for the attendance of a witness or for the production of any book,
document or object before the Appeal Board shall be signed and issued by the secretary
in a form prescribed by the chairperson and shall be served in the same manner as a
summons for the attendance of a witness at a criminal trial in a High Court at the place
where the attendance or production is to take place.

(11 ) A witness shall, if required to do so by the chairperson of the Appeal Board,
before giving evidence, take an oath or make an affirmation, which oath or atlirmation
shall be administered by the chairperson.

( 12) Any person who has been summoned to attend any sitting of the Appeal Board as
a witness or who has given evidence before the Appeal Board shall be entitled to the
same witness fees from public funds, as if he or she had been summoned to attend or had
given evidence at a criminal trial in a High Court held at the place of such sitting, and
in connection with the giving of any evidence or the production of any book or
document before the Appeal Board, the law relating to privilege as applicable to a
witness giving evidence or summoned to produce a book or document in such a court,
shall apply.

( 13) All the evidence and addresses heard by the Appeal Board shall be heard in
public: Provided that the chairperson may, in his or her discretion, exclude from the
place where such evidence is to be given or such address is to be delivered any class of
persons or all persons whose presence at the hearing of such evidence or address is, in
his opinion not necessary or desirable.

(14) The procedure at the hearing of an appeal shall be determined by the chairperson
ot’ the Appeal Board.

( 15) The appellant as well as the Registrar or tbe Council shall he entided to be
represented at an appeal by a legal practitioner.

( 16) The Appeal Board may, after hearing the appeal—
(u) confirm, set aside or vary the relevant decision; or
(b) order that the decision be given effect to.

( 17) The decision of a majority of the members of the Appeal Board shall be the
decision of Appeal Board.

( 18) The decision of the Appeal Board shall be put in writing, and a copy thereof shall
be furnished to the appellant M well as to the Council.

( 19) If the Appeal Board sets aside any decision by the Council, the prescribed fees
paid by the appellant in respect of the appeal in question shall be refunded to him or her,
and if the Appeal  Board varies any such decision, it may in its discretion direct that the
whole or any part of such fee be refunded to the appellant.

(20) A member of the Appeal Board who is not in the full-time employment of the
State, shall in respect of his or her services as such a member be paid such remuneration,
including reimbursement for transport, traveling and subsistence expenses incurred by
him or her in the performance of his or her functions as J member of the Appeal Board,
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M may from time to time be determined by the Minister with the concurrence of the
Minister of Finance.

(21 ) Any person who wilfully interrupts the proceedings of the Appeal Board or who
wilfully hinders or obstructs the Appeul  Board in the performance of its functions shall
be guilty of’ an ofl’ence. 5

(22) Any person summoned to attend and give evidence or to produce any book,
document or object before the Appeal Board who, without sutlicient  cause, the onus of
proof whereof shall rest upon him or her, fails to attend at the time and place specified
in the summons, or to remain in irttendimce  until the conclusion of the tippeal or until he
or she is excused by the chairperson of the Appeal Board from further attendance, or 10
having attended, refuses to be sworn or to make affirmation as a witness after he or she
has been required by the chairperson of the Appeal Board to do so or, having been sworn
or having made affirmation, fails to answer fully and satisfactorily any question lawfully
put to him or her, or f~ils to produce any book, document or object in his or her
possession or custody or under his or her control, which he or she has been summoned 15
to produce, shall be guilty of an offence.

(23) Any person who after having been sworn or having made affirmation, gives false
evidence before the Appeal Board on any matter, knowing such evidence to be false or
not knowing or believing it to be true, shall be guilty of an oflence.

CHAPTER 11 20

JUDICIAL MATTERS

Application to High Court

51. ( I ) The Registrar may, with the concurrence of the Council, in regard to any
medical scheme, apply to the High Court for an order contemplated in paragraph (b), (c),
(d) or (e) of subsection (5), if the Registrar is of the opinion that it is in the interest of 25
members or because material irregularities have come to his or her notice.

(2) A medical scheme may, in regard to itself, apply to the High Court for an order
contemplated in paragraph (b), (d) or (e) of subsection (5), if the medical scheme is of
the opinion that it is desirable, because the medical scheme is not in a sound financial
condition or for any other reason that such an order be made in regard to the medical 30
scheme: Provided that a medical scheme shall not make such an application except by
leave of the High Court and the court of appeal shall not grant such leave unless the
medical scheme has given security to an amount specified in the Rules of the High Court
for the payment of such costs.

(3) Any member or one or more creditors of a medical scheme may make an 35
application to the High Court for an order in terms of paragraph (b), (d) or (e) of
subsection (5), and the proviso to subsection (2) shall apply in regard to such an
application.

(4) If an application to the High Court in terms of subsection (3) is made by a person
other than the Registrar— 4 0

(a) it shall not be heard unless a copy of the notice of motion and of all
accompanying atlidavits and other documents tiled in support of the
application are also lodged with the Registrar at least 15 days, or such shorter
period as the High Court may allow on good cause shown, before the
application is set down for hearing; and 45

(b) the Registrar may, if he or she is of the opinion that the application is contrary
to the interest of the members of the medical scheme concerned, make
application to join the application as a party and file affidavits and other
documents in opposition to the application.

(5) Upon any application in terms of the preceding subsections, the High Court mayC 50
(a) refuse the application;
(b) order that an investigation be made and may issue such directions regarding

such investigation as the High Court may deem desirable;
(c) order that the rules of the medical scheme relating to the appointment, powers,

remuneration and removal from office of any officer, or relating to such other 55
matter as the High Court tnay regard appropriate, be altered in a manner to be
specified in such order;
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(d)

((’)

order that the medical scheme be placed under judicial management in terms
of section 52; or
oorder  that the whole or any part of the business of the medical scheme be
wound-up in terms of section 53,

(6) The High Court shtill, in exercising its discretion under subsection (5), consider 5
the equitable interests of’ the members and of any other person who has rendered or who
intends to render financial assistance to the medical scheme, and, subject to such
considerations as aforesaid, shall make such order as it deems most advantageous to the
members.

(7) When a High Court has made an order under pamgraph  (b) of subsection (5) in If)
regard to a medical scheme, it may at any time thereafter make an order under p~ragraph
(t), (d) or (e) of that subsection in regard to that medical scheme, and when a High Court
has made an order under paragraph (d) of subsection (5) in regard to the medical
scheme, it may at any time thereafter make an order under paragraph (e) of that
subsection in regard to that medical scheme. 15

(8) Notwithstanding anything to the contrary contained in the rules of a medical
scheme, an order of the High Court made under paragraph (c) of subsection (5) shall
take effect as from the date specified for that purpose in the order, or if no date has been
so specified, as from the date of the order, and thereupon the said rules shall be deemed
to have been amended in the manner specified by the High Court. 20

(9) Unless the High Court otherwise orders, the costs of the Registrar in or in
connection with an application in terms of this section, shall be paid by the medical
scheme and shall be a first charge upon the assets of such medical scheme.

Judicial management

52. (1) Chapter XV of the Companies Act, 1973 (Act No. 61 of 1973), shall, subject 25
to the provisions of this section and with the necessary changes, apply in relation to the
judicial management of a medical scheme, and jn such application the Registrar shall be
deemed to be a person authorised by section 346 of the Companies Act, 1973, to make
an application to the High Court for the winding-up of the medical scheme.

(2) The Registrar may, with the concurrence of the Council, make an application 30
under section 427(2) of the Companies Act, 1973, for a judicial management order in
respect of a medical scheme if he or she is satisfied that it is in the interests of the
members of that medical scheme to do so.

(3) [n the application of Chapter XV of the Companies Act, 1973, as provided for by
subsection 1 )— 35

((1)

(b)

(c)

(d)

(tJ)

(/)

(g)

a reference which relates to the inability of a medical scheme to pay its debts
or to meet its obligations shall be construed as relating also to its inability to
comply with the requirements prescribed by section 35(l) of this Act;
in addition to any question which relates to the nature of a medical scheme as
a successful concern, there shall be considered also the question whether any 40
course of action is in the interest of its members;
a reference to the members of a company in sections 432(2) and 433(d) shall
be construed as a reference also to the metnbers  of a medical scbcme;
a reference in sections 432(2)(c) and 433(d) to the Registrar of Companies
shall be construed as a reference also to the Registrar; 45
a reference in sections 428(3), 432(4) and 433(j) to the Master shall be
construed as a reference also to the Registrar; and
a reference in section 433(j) to a contravention of any provision of that Act
shall be construed as a reference also to a contravention of any provision of
this Act; and 50
a reference to a director shall be construed as referring also to a member of the
board of trustees.

(4) If an application to the High Court for the judicial management of a medical
scheme is made by a person other than the Registrar—

(a) it shall not be heard unless copies of the notice of motion and of all 55
accompanying affidavits and other documents filed in support of the
application are lodged with the Registrar at least 15 days, or such shorter
period as the High Court may allow on good cause shown, before the
application is set down for hearing; and
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(b) the Registrar tnay, if he or she is satisfied that the application is contrary to the
interests  of the members of the medical scheme concerned, make application
to the High Court tojoin the application as a party and file affidavits and other
documents in opposition to the application.

(5) AS from the date on which a provisional or final judicial management order is 5
grtinted  in respect of a medical scheme—

(c{) any reference in this Act to a medical scheme shall, unless clearly
inappropriate, be construeci  as a reference to the provisional or final judicial
manuger,  as the case muy be; and

(b) (he provisional or final judicial manager of a medical scheme shall not admit 10
members unless he or she has been granted permission to do so by the High
Court in the provisional or final judicial management order or any variation
thereof.

Winding-up

53. ( 1 ) Chapter XIV of the Companies Act, 1973 (Act No. 61 of 1973), shall, subject 15
to the provisions of this section and with the necessary changes, apply in relation to the
winding-up of a medical scheme and in such application the Registrar shall be deemed
to be a person authorised by section 346 of the Companies Act, 1973, to make an
application to the High Court for the winding-up of the medical scheme.

(2) The Registrar may, with the concurrence of the Council and with the approval of 20
the High Court, make an application under section 346 of the Companies Act, 1973, for
the winding-up of a medical scheme if he or she is satisfied, that it is in the interest of the
members of that medical scheme to do so.

(3) In the application of Chapter XIV of the Companies Act, 1973, as provided for by
subsection ( I )— 25

((1)

(b)

((”)

(cl)

(e)

(f)

(g)

(h)

.
a reference which relates to the inability of a medical scheme to pay its debts
shall be construed as relating also to its inability to comply with the
requirements prescribed by section 35(1) of this Act;
in addition to any question whether it is just and equitable that a medical
scheme should be wound up, there shall be considered also the question 30
whether it is in the interests of the members of that medical scheme that it
should be wound up;
notwithstanding any other provision of that Chapter, there shall be considered
whether a person is acting in contravention of section 20 of this Act;
a reference in sections 392, 394(5) and 400 to the Master shall be construed as 35
a reference also to the Registrar;
a reference to the Registrar of Companies in sections 375(5)(a) and 4 19(1)
shall be construed as a reference also to the Registrw;
a reference in section 400 to a contravention of any provision of that Act shall
be construed as a reference also to a contravention of any provision of this 40
Act;
section 346(3 ) of the Companies Act, 1973, shall not apply where the
Registrar makes the application to the High Court; and
a reference to a company shall be construed as referring also to a medical
scheme, and a reference to a director shall be construed as referring ASO to a 45
member of a board of trustees.

(4) If an application to the High Court for or in respect of the winding-up of a medical
scheme is made by any person other than tbe Registrar—

(a) it shall not be heard unless copies of the notice of motion and ot’ all
accompanying affidavits and other documents tiled in support of the 50
application are lodged with the Registrar at least 15 days, or such shorter
period as the High Court may allow on good cause shown, before the
application is set down for hearing; and

(b) the Registrar may, it’ satisfied that the application is cont[ary  to the interests of
the members of the medical scheme concerned, make application to the High 55
Court to join the application as a party and file affidavits and other documents
in opposition to the application.
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Compromise

54. ( I ) Where any compromise” or arrangement is proposed between a medical
scbenw and its creditors or any class of them, or between a medical scheme and its
members  or any gl-(mp of [hem, the High Court may, on the application of the medical
scheme  or any creditor or member tbereot’ or, in [be ctise of’ a medical scheme being
wound up, of [be liquidator, or ilthc trredical scheme is subject to a judicial management
(rider,  ot” the judicial manager, or it’ the medical scheme is subject to a curatorship order,
ot’ the curator, order a meeting of the creditors or class of creditors, or of the members
01” [hc medical scheme or ii group of members, m the case may be, to be summoned in
such manner  m (be High Court may direct.

(2) If [he compromise or arrangement is agreed to by—
(a) u majority in number representing 75 per cent in value of the creditors or class

of creditors; or
(b) a majority representing 75 per cent of the votes exercisable by the members or

group of members, as the case may be, present and voting either in person or
by proxy at the meeting,

such compromise or iu-rungement shall, if sanctioned by the High Court, be binding on
all the creditors or the class of creditors, or on the members or group of members, as the
ciise muy be, wld also on the medical scheme, liquidator, judicial manager or curator, as
tbe case may be.

(3) No such compromise or arrangement shall affect the liability of any person who is
a surety for the medical scheme.

(4) It the compromiw or arrangement provides for the discharge of a winding-up
order, a judicial management order or curatorship order or for the dissolution of the
medical scheme without winding-up, the liquidator or judicial manager or curator of the
medicid scheme, as the case may be, shtill lodge with the Master and the Registrar a
report as to whether or not any individual, organisation, person or persons or officer of
the medical scheme is or appears to be personally liable for damages or compensation to
the medical scheme or for tiny debts or liabilities of the medical scheme under any
provision of this Act, and the Master and the Registrar shall report thereon to the High
Court,

(5) The High Court, in determining whether the compromise or arrangement should
be sanctioned or not, shttl I huve regard to the number of members present or represented
at tbc meeting referred to in subsection (2) and voting in favour of the compromise or
wrangcmcnt, anti to the I-eport  of the Master  and the Registrar referred to in subsection
(4).

Information as to compromise

55. ( 1 ) Where a meeting of creditors or members is summoned under section 54 for
the purpose ot’ agreeing to a compromise or arrangement, there shall—

((~) with every notice summoning the meeting which is sent to a creditor or
member, be sent olso a statement explaining the effect of the compromise or
arrangement und stating all relevant information material to the proposed
trtinsaction; wvd

(b) in every notice summoning the meeting which is given by advertisement, be
included either such a statement as referred to in pwagraph  (a) or a
notification of the place at which and the manner in which creditors or
members entitled to attend the meeting may obtain copies of such a statement.

(2) Where a notice given by advertisement includes a notification that copies of the
statement referred to in subsection ( 1 )(a)  may be obtained by creditors or members
entitled to attend the meeting, every such creditor or member shtill, cm making
itpplication in the manner indicated by the notice, be furnished by the medical scheme
free of’ charge with a copy of such statement.

(3) Where a medical scheme is in default of complying with any requirement of this
section. such medical scheme and every otilcer who is a party to the default, shall be
guilty ot’ an otl’ence,  and for the purpose of this subsection any liquidator, judicial
manager or curator of the medical scheme shall be deemed to be an ofticer.

(4) A person  shall not be liable under subsection (3) if he or she shows that the default
was due [o the refusal of’ any other person to supply the necessary particulars as to his
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or her illtct-csts wld that l’tict has been stated in the s[atement  referred to  subsec-
titm( I Mf[),

Appointment of curator

56. ( I ) The Registrw nmy, notwithstanding the provisions of sec(ions 52 and 53, if he
or shc is of the opinion that it is in the interest of members or that it is desirable to do so, 5
because  material irregularities have come to his or her notice, or because a medical
scheme  is not in a sound (inancial condition or as a result of’ an inspection of the afl’airs
()! a medical scheme, apply, with the concurrence of the Council, to the High Court, for
the appointment of a cura[or  to t~ke control of’ and to manage the business of that
medical scheme. 1 ()

(2) The provisions of the Financial Institutions (Investment of Funds) Act, 1984 (Act
NL~, 39 of 1984), insofw as those provisions relate to the appointment of a curator in
ternls of the said Act, and insofar as they are not inconsistent with the provisions of this
Act, shall apply with the necessary changes to the appointment of u curator of a medical
scheme in terms of this section. 15

(3) In the application of the Financial Institutions (Investment of Funds) Act, 1984 as
provided for by subsection ( 1 )—

(a) a reference to a company and the registrar in section 1 of the Financial
Institutions (Investment of Funds) Act, 1984, shall be construed as a reference
OISO to a board of trustees and the Registrar, respectively; 20

(b) a reference in that Act to a director, oflicial, employee or agent shall be
construed as a reference also to a member of the board of trustees or the
principal officer, as the case may be; and

(c) a reference in thtit Act to a financial institution shall be construed as a
reference also to u medical scheme.

CHAPTER 12

GENERAL

General provisions on governance

57. ( I ) Every medical scheme shall have a hoard of trustees consisting ofpersons who
are tit and proper to manage the business contemplated by the medical scheme in 30
accordance with the applicable laws and the rules of such medical scheme.

(2) At least 50 per cent of the members of the board of trustees shall be elected from
amongst members.

(3) A person who is a director or an employee of an administrator of’ a medical
scheme, shall not be a member OF the board of trustees of such a medical scheme. 35

(4) The duties of’ the bowl of trustees shall be to—
appoint a principal ofiicer who is a tit and proper person to bold such otlicc
and shall within 30 days of such appointment give notice thereot  in writing to
the Registrar;
ensure that proper registers, books and records of all operations of the medical 40
scheme are kept, and that proper minutes we kept of all resolutions passed by
the board Of trustees;
ensure that proper control systems are employed by or on behalf of the
medical scheme;
ensure that adequate and appropriate infornmtion is communicated to the 45
members regarding their rights, benefits, contributions and duties in terms of
[he rules of’ the medictil scheme;
take all reasonable steps to ensure that contributions are paid timeously  to the
medical scheme in accordtince with this Act and its rules;
take out and maintzrin  professional indemnity insurance and tidelity guarantee 50
insurance from and up to such amount as the medical scheme’s auditor, with
the concurrence of the Registrar, may determine;
obttiin expert advice on legal, accounting and business matters as required, or
on any other matter  of which the members of the board of trustees may lack
su[iicient expertise; 55
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(/1) ensure  that the rules, operation and administration of the medical scheme
comply with the provisions of this Act and all other applicable laws; and

(i) take all reasonable steps to protect the confidentiality of medical records
concerning any member’s state of hetiith.

(5) Any notice required or permitted to be given to a medical scheme in terms of this 5
Act shall, it’ given to the principal ollicer, be deemed  to have been duly given to the
medicul scheme,

(6) The board of trustees shall—
(a) take all reasonable steps to ensure that the interests of members in terms of the

rules ot’ the medical scheme and the provisions of this Act are protected at all 10
times;

(h) uct with due care, diligence, skill and good faith;
(~) take ail reasonable steps to avoid conflicts of interest; and
(d) act with impartiality in respect of all members.

Administration by intermediary 15

58. ( 1 ) No person shall administer a medical scheme as an intermediary unless the
Council bus, in u particular case or in general, gmnted accreditation to such a person.

(2) An application to administer a medical scheme shall be made to the Council in the
manner and be ticcompanied  by such information, as may be prescribed, and any other
information as the Council may require. 20

(3) The Council may-
(a) approve the application;
(b) limit such approval to the performance of specified functions; and
(c) review the approval from time to time.

(4) Application for approval in terms of subsection (2) shall be accompanied by the 25
fees prescribed.

Charges by suppliers of service

59. ( 1 ) A supplier of a service who has rendered any service to a member or to a
dependant  of such a member in terms of which an account has been rendered, shall,
notwithstanding the provisions of any other law, furnish to the member concerned an 30
account or statement reelecting such pwticulars as may be prescribed.

(~) A medical schenle shall, in the case where an account has been rendered, subject
to the provisions of this Act and the rules of’ the medical scheme concerned, pay to a
member or a supplier of service, any benetit owing to that member or supplier of service
within 30 days after the day on which the claim in respect of such benefit was received 35
by the medical scheme.

(3) Notwithstanding anything to the contrary contained in any other law a medical
scheme may, in the case of—

((l) any amount which has been paid bow ,jide in accordance with the provisions
of this Act to which a member or a supplier of’ health service is not entitled to; 40
or

(b) any loss which has been susttiined by the medical scheme through theft, fraud,
negligence or any misconduct which comes to the notice of the medical
scheme,

deduct such amount from any benefrt  payable to such a member or supplier of health 45
service.

Preservation of secrecy

60. ( I ) A member of the Council or of its staff shall not disclose any information
rel~ting to the affairs of the Council where the Council meets in committee or in those
instances where the chairperson so determines, except for the purposes of the 50
performance of his of her duties or the exercise of his or her powers in terms of this Act
or :iny other law or when required to do so under any law before a court of law.

(2) NO person shall. except in the performance of his or her functions or duties under
this Act or when called upon to do so as a witness before a court of law, disclose any
inf(mnatioo relating to the affairs of any medical scheme and furnished to or obtained by 55
him or hcr in connection with any enquiry or investigation under this Act.
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[Undesirable business practices

61. ( I ) Notwith\[tinding  the provisions of imy other law, the Registrar may, with the
concurrence  of the Council and the Minister, by notice in the Guxfre,  declare a
piu-ticulw business  priictice  tis unclesiruble  for-

(a) idl or u particular category of medicid schemes; or
(b) all or a particular cutegory of persons who render contractual, administrative

or intermediary services.
(2) The Registmr  shtill not publish the declaration referred to in subsection ( I ) unless

he or she bus, at leust 60 days before that declaration is.given, by notice in the Guzrre
published his or her intention to make the declaration and invited interested persons
thereby to make written representations regarding the proposed declaration so as to
reach him or her within 21 days after the date of publication of that notice.

(3) The Registrar may, if he or she is satisfied that a medical scheme or any other
person is carrying on a business practice which, in his or her opinion, may become the
subject of a decliu-ation under subsection ( l), in writing, direct that medical scheme or
person to suspend that particular business practice for such a period, not exceeding three
months, as he or she deems necessary to enable the matter to be dealt with in terms of
subsection ( 1).

(4) No medical scheme or other person shall, on or after the date of a notice referred
to in subsection ( l), or of a directive referred to in subsection (3), carry on the business
practice referred to in tbe directive referred to in subsection (3).

(5) The Registrar may, in writing, direct a medical scheme or other person who has,
on or after [he date of a notice referred to in subsection ( I), or a directive referred to in
subsection (3), carried on the business practice concerned, to rectify, to his or her
s~tisfaction,  anything which he or she is satisfied was caused by or arose out of that
carrying on of the business practice  concerned.

(6) A medical scheme or other person who is under subsection (5) directed to rectify
anything, shall do so within 60 days after it has so been directed.

Limitation of liability

62. The Minister, the Council, is member of the Council or of the Appeal Board, the
Registrar, Deputy Registrar or other staff member of the Council shall not be liable in
respect of my  bona fide exercise of a discretion in the performance of any function
under this Act.

Amalgamation and transfer

63. ( 1 ) No tmnsaction  involving the amalgamation of the business of a medicid
scheme with any other medical scheme or the transfer of any business from a medical
scheme to imy other medical scheme or the transfer of imy business from any other
person to a medical scheme, Shiill  be of any force, unless such iunalgamiltion or transfer
is carried out in accordance with the provisions of this section.

(2) The medical scheme contemplated in subsection ( 1 ) shall deposit with the
Registrar a copy of the exposition of the proposed transilction, including a copy of every
actuarial or other statement taken into account for the purpose of the proposed
trunstiction, and shall t’urnish the Registrar with particulars of the voting at any meeting
of its members at which the proposed transitction was considered and with such
additioniil information as the Registrar may require.

(3) The Registriir miIy require a medicid  scheme to comply with any of the following
provisions  regarding the proposed transaction:

((l)

(b)

(()

A l~eport  ~m the proposed transaction to be driiwn up by an independent
valuator or other competent person nominated by tbe Registrar at the expense
of the medical schemes concerned.
A copy of the exposition of the proposed transaction and of the report, if any,
referred to in pariigraph  ((I)  to be forwarded by the parties concerned to every
member and creditor of those medical schemes.
The publicittion ot the proposed tmnsaction  of the parties concerned in a form
iipproved by the Registrar in the Gfi:effe  and in such newspaper or newspapers
iis the Registrtir may direct.
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(4) Copies  of (Iw exposition of [he proposed” transaction and of the report, referred to
in subsccti(m (3)({{)  shall, for such period but not less than 21 days or within such further
period as the Regis[mr may, on request, allow be made available for the inspection of
tiny member  or creditor of any party to lhe proposed trmsaction  or by any other person
or body htiving an interest therein—

([i ) at the registered office of tiny medictil  schcmc  concerned;
(b) at the registered oftice or other principal place of business in the Republic of

tiny other party; and
([) at the oflice of the Registmr.

(5) A person wbo has an interest in the proposed transaction may, in writing, submit
to the Registrar within 2 I days after the period specified in terms of subsection (4), such
representations concerning the transaction as are relevant to his, her or its interests.

(6) “Hle Registrar shall, it he or she is satisfied that the requirements of subsection (4)
have been complied with, consider the exposition of the proposed transaction and
thereafter he or she may-

(aJ COllfilIn the exposition; or
(b) suggest that the parties to the proposed transaction modify the exposition in

certain respects, and if they so modify the exposition he or she may confirm
the exposition as modified; or

(c) decline to confirm the exposition.
(7) The Registrar shall not confirm the proposed exposition unless he or she is

satisfied that the transaction concerned—
(a) would not be detrimental to the interests of the mijority  of the members of the

medical schemes concerned; and
(b) would not render any of the medical schemes concerned which will continue

to exist if the proposed exposition is completed, unable to meet the
requirements of this Act or to remain in a sound financial condition, or, in the
case of a medical scheme which is not in a sound financial condition, to attain
such a condition within a period of time deemed by the Registrar to be
satisfactory.

(8) If the Registrar has decl ined to confirm the exposition, the parties to the proposed
transaction may, after notice of not less than 14 days to the Registrar, apply to the
Council for confirmation of the exposition.

(9) The Registrar shall be entitled to be heard personally or through a representative
at any consideration by the Council of such tipplication.

( 10) The Council may confirm the exposition as submitted to it or with such
modifications as the Council may deem tit, or decline to confirm the exposition.

(11 ) Any exposition confirmed by the Registrar or the Council in accordance with this
section shall be binding on all parties concerned, and shall have effect notwithstanding
any conflicting provision contained in the rules of any medical scheme concerned, in the
memorandum or other document under which my other party to the transaction is
constituted or in the articles of association or other rules of such party.

( 12) Any person who is aggrieved by a decision of the Registrar in terms of subsection
(6) or a decision of the Council in terms of subsection ( 10). may within 30 days after the
d~te on which such decision was given, appeal against such decision to the Appeal
Board or the High Court as the case may be, and the Appeal Board or the High Court
may make such order as it may deem necessary.

( 13) As soon as the exposition of the proposed transaction has been confirmed by the
Registrar or the Council, as the case may be, the person controlling the amalgamated
business or the person to whom any business has been transferred in terms of the
transaction, as the case may be, shall within 14 days after such confirmation deposit with
the Registrar a declaration, duly signed in accordance with the provisions of section 39,
on behalf  of each of the parties to the transaction, and UISO  stating that, to the best of their
belief. every payment made or to be made or other valuable consideration given or to be
given to any perwm whatsoever on account of the amalgamation or transfer is fully set
forth in the exposition of the proposed trmsaction  and that all the conditions of the
transtiction have been complied with,

( 14) UpOn the confirmation of the exposition of a proposed transaction in accordance
with the provisions of this section, the relevant assets and liabilities of the parties to the
timalgamation  shall vest in and become binding upon the amalgamated body or, as the
case may be, ihe relevant xsets and liabilities of the party effecting the transfer shall vest
in and become  binding upon the party to which transfer is etiected.
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( 15) The otticer in charge of u deeds registry in which is registered any deed or other
document  relating to any asset which is trmsferred in accordance with the provisions ot’
subwction(  f4), shall, up()nthe pr()duc[i(Jn  tohi]~l orherby  tbeperso~l c{)ncerned of such
deed or other document  tind ot a cer[itictite by the Registrar of the confirmation of’ the
trwlsaction  of umalgwmation  or of” transfer, m the case may be, make the endorsements 5
up(m such deed or document  and the tiltcrations in his or her registers necessitated by the
timalgamat ion or transfer,

( 16) A transaction in terms of this section shall not deprive any creditor of a party
thcretf),  other than in his or her capacity M a member or a shareholder of such pwty of
any right or remedy  which he or she had immediately prior to the date of the transaction 1 ()
against any party to the transac[i(m  or against any member or shareholder or ofticer of
such pm-ty.

( 17) No transfer duties, registration fees or charges shall be payable in respect of a
transaction contempltrteci  in this section in the execution of a trtinsaction entered into at
the insistence of the Registrar, upon written confirmation by the Registrar that the 15
Minister of Finance, on the recommendation of’ such Registrar and after consultation
with the Commissioner of the South African Revenue Service, has consented to waive
such duties, fees or charges.

Voluntary or automatic dissolution

64. ( i ) In the event of the rules ot’ a medical scheme providing for the dissolution or
termination of such medical scheme upon the expiry of a period or upon the occurrence
O( w event, or upon a resolution by the members that such medical scheme sbidl be
terminated, then upon the expiry of such period, or the occurrence of such event, or the
pussing of such resolution, such medicul scheme shall, subject to the provisions of this
section, be liquidated in the manner  provided for by the rules of such medical scheme,
and the assets ot’ thut medical scheme shall, subject to the provisions of this Act, be
distributed in the manner  provided for by the rules of the medical scheme.

(2) Tbe board of trustees of the medical scheme shall appoint a person or persons as
liquidu[or who shall be approved by the Registrar and the liquidation shall be deemed (o
commence as from the date of such approval.

(3) During such liquidation the provisions of this Act shall continue to apply to such
medical  scheme m if the liquidator was the person managing the business of the medical
scheme.

(4) The liquidator shall, as soon as possible, deposit with the Registrw a preliminary
account and a preliminary balance sheet signed and certified by him or her as correct,
showing the assets and liabilities of the medical scheme at the commencement of the
liquidation and the manner in which it is proposed to realise the assets and to discharge
the liabilities, including any liabilities and contingent liabilities to or in respect of
members.

(5) Tbe Registrw may direct the liquidator to furnish u report drawn up by an
independent valuutor or other c(mlpeten[ person nominuted by the Registrar.

(6) The preli mimrry  account, preliminary balance sheet and report, if any, referred to
in subsections (4) and (5), shall lie open at the office of the Registrar, and at the
registered otlice of such medical scheme, and where the registered otlice of the medical
scheme  is in tiny district other than the district wherein the otlice of the Registrar is
situated, at the office of the magistrate of the district in which the registered oftice of the
medicul scheme is situated, for inspection by interested persons for a period of 30 days.

(7) The liquidator shall, at the COSI of such medical scheme, cause to be published in
the (k{:e(te  or in a newspaper circulating in the district in which the registered otlice of
such medical scheme is situated, or in both the G(Izerte  and such newspaper, a notice
stating the period during which and the places at which the prelimimrry account,
prelirnimrry  balance sheet and report, if any, shall lie open for inspection as aforesaid,
and such notice shall call upon all interested persons who have any objection to the said
preliminary account, preliminary balance sheet and report, if tiny, to lodge their
objections in writing with the Registrar within a period stated in the notice, not being
less than 14 days as from tbe l:Is[ day on which the aforesaid documents lie open for
inspection.
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(8) If’ no objections are lodged with the Registrar in terms of subsection (7), he or she
shall direct the liquidator to complete the liquidation.

(9) The Registrar mtiy, if objections are lodged with him or her in terms of subsection
(7), after considering the said objections, direct the liquidator to amend the prelimintiry
account und preliminary balance sheet, or give such other directions relating to the 5
liquidation as he or she thinks fit: Provided such directions are not inconsistent with [he
rules of the medical scheme, and any such directions shall be binding upon the
liquidator.

( 10) The liquidator shall, within 14 days of the receipt by him or her of ~ny direction
of the Registrar in terms of subsection (9), post a copy thereof to every member and 10
creditor of the medical scheme, and the liquidator or any person aggrieved by any such
directi(m of the Registrar, nmy apply to the Council or by motion to the High Court
within 28 days after such direction has been communicated to the liquidator, for an order
setting aside the Registrar’s decision, and the Council or the High Court may confirm the
said decision or make such order as it deems necessary. 15

( I I ) If the Registrar is satisfied that his or her directions, in so far as they have not
been varied or set aside by the Council or the High Court, have been given eflect to, he
or she shall direct the liquidator to complete the liquidation.

( 12) The liquidator shall, within 30 days idler the completion of the liquidation, lodge
with the Registrar a final uccoun( and a final balance sheet, signed and certified by him 20
or her as correct, showing the assets  and liabilities of’ the medical scheme at the
commencement of the liquidation and the manner in which the assets have been realised
and the liabilities, including any liabilities and contingent liabilities to or in respect of’
the members, hove been discharged.

( 13) The provisions of section 53, in so far as they are applicable to the voluntary 25
winding up of a medical scheme and are not inconsistent with the provisions of’ this
section, shall apply to the dissolution of a medical scheme in terms of this section.

( 14) All claims against the medical scheme shall be proved to the satisfaction of the
liquidator, subject to a right of appeal to the High Court, and the liquidator may require
any claim to be made on atlidavit. 30

(15 ) If the Registrar is satisfied that the said account and balance sheet are correct and
(hut the liquidation has been completed, he or she shall cancel [he registration of the
medical scheme, and thereupon such medical scheme shall be deemed to be dissolved.

( 16) Any member of the board of trustees, principal ofticer or liquidator who fails to
take all reasonable steps to ensure compliance with the provisions of this section, shall 35
be guilty of an offence,

Broker services and commission

65. ( I ) A medical scheme may compensate any person, in cash or otherwise, in
accordance with its rules, for the introduction or admission of a member to that medical
scheme. 40

(2) The Minister may prescribe the amount of the compensation which, the category
of persons to whom, the conditions upon which, and any other circumstances under
which, a medical scheme may compensate any person in terms of subsection ( I).

(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 ) unless the 45
Council has, in a particular case or in general, granted accreditation to such a person.

(4) An application for accreditation shall be made to the Council in the manner and be
accompanied by such information as may be prescribed, and any other information as
the Council may require.

olfences  and penalties 50

66. ( 1 ) Any person who—
((t) contravenes any provision of this Act or fails to comply therewith;
(b) makes or causes to be made any claim for the payment of any benefit allegedly

due in terms of the rules of a medical scheme, knowing such claim to be false;
(c) knowingly makes or causes to be made a false representation of any material 55
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f’tic[ [o ti [medical scheme. FOI-  use in determining wry right to any benefit
allegedly due in terms of’ [he rules of’ the medical  scheme;

((f) ha~ing  knowledge of’ any firct or the occurrence of’ irny event atiecting his or
bcr right to receive tiny benefit in terms of the rules of ti medical scheme, irnd
who ftiils to disclose such fact or event to [he medical scheme with the intent
to obtain from the medicid scheme ir benefit to which he or she is not entitled
or a larger bene(it  [him that to which he or she is entitled;

(c) renders a sttitement, account or invoice to a member or any other person,
knowing that such statement, account or invoice is false and which miry be
used by such member or other person to clirim from a medical scheme any
benefit or ir benefit greirter than the benefit to which he or she is entitled in
terms of the rules of the medical scheme; or

(f) compensates or causes to be compensated, any person for the introduction or
admission of a member other thtin in terms of section 65 or the consenting to
keep a member in a medical scheme,

shall, subject to the provisions of subsection (2), be guilty of’ an offence, and liable on
conviction to a fine or to imprisonment for a period not exceeding five years or both a
fine and imprisonment.

(2) No contravention or failure to comply with any provision of this Act shall be
punishable under subsection ( I ) if the actor omission constituting that contravention or
ftiilure  to comply with any request or requirement is punishable as an offence under the
provisions of any other Act of Parliament which controls the professions] conduct ofany
hetilth  care provider,

(3) Any person who fails to furnish the Council or the Registrar with a return,
information,  financial statement , document or a reply to an enquiry addressed to him or
her, as provided for by this Act or any directive under this Act, within the prescribed or
specified period or any extension thereof, shall irrespective of any criminal proceedings
instituted under this Act, be liable to a pemdty  as prescribed for every day which the
fhilurc  continues, unless the Registrar, for good cause shown, waives the penalty or tiny
part thereof.

(4) Any pen~ilty imposed under subsection (3) shall be a debt due to the Council.

Regulations

67. ( 1 ) The Minister may, after consultation with the (huncil,  make regulations
relating to-

((I)  the provision by medical schemes to their members of written proof of
membership, and the particulars such proof’ shall or may contain;

(b) the conditions subject to which any person who has terminated his or her
membership of a medicul scheme shall be enrolled iIs ir member or a
depemlant  of’ a member of any other medical scheme;

(c) the irssets to be held by u medical scheme in the Republic including the
limiting of the mount which or the extent to which such a medical scheme
may invest in particular assets  or in particular kinds or categories of assets:

((l) the manner in which any payment due by a medical scheme shall be made;
(c) the administration of the atiirirs  of medical schemes, including the regulating,

controlling. restricting or prohibiting of any act relating to such administra-
tion;

(,/’) the fees to be paid to the Council in respect of—
(i) an application for [he registration of a medical scheme;

(ii) the registration of a medical scheme;
(iii) the change of the name of’ a medical scheme in terms of’ section 23;
(iv ) the registration t~f iin amendment or rescission of a rule, or an addition to

the rules of a medical scheme, in terms of section 31;
(v) the fees pilyab]e by iln ilppellant in terms of section 50(3); and

(iv) the fees payable by iln intermediary in terms of Section 58(4);
(S) the prescribed scope and level of minimum benefits to which members irnd

their registered defendants shall be entitled to under the rules of a medicill
scheme;
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(h)
(i)

(j)

(k)
(1)

(m)

01)

the minimum membership required for registration of a medical scheme;
the conditions under which a medical scheme may provide benefits in terms of
a personal savings account;
the conditions under which a person mtiy act as an administrator of a medical
scheme; 5
the nett assets to be held by a medical scheme;
the wtiiting periods to be applied in the case of pre-existing  sickness
conditions, open enrolment  periods, and premium penalties within defined
bands for persons joining only late in life and such other measures against
adverse selection as may be appropriate; 10
provisions associated with the manner of providing managed health care to
members; and
all other matters which he or she considers necessary or expedient to prescribe
in order that the purposes of this Act may be achieved. “

(2) The Minister shall, not less than three months before any regulation is made under 15
subsection ( 1), cause a copy of the proposed regulation to be published in the Ga:etre
together with a notice declaring his or her intention to make that regulation and inviting
interested persons to furnish him or her with their comments thereon or any
representations they may wish to make in regard thereto.

(3) The provisions of subsection (2) shall not apply in respect of— 20
(~~) tiny regulation made by the Minister which, after the provisions of that

subsection have been complied with, has been amended by the Minister in
consequence of comments or representations received by him or her in
pursuance of a notice issued thereunder; or

(b) any regulation in respect of which the Minister, after consultation with the 25
Council, is of the opinion that the public interest requires it to be made without
delay.

Repeal of laws and transitional arrangements

68. ( I ) Each of the laws referred to in the fist two columns of Schedule 1 is hereby
repealed to the extent specified opposite that law in the third column of that Schedule. 30

(2) The repeal of those laws does not effect any transitional arrangements made in
Schedule 2.

(3) The transitional arrangements in Schedule 2 imust be lead and applied us
substantive provisions of this Act.

Short title and commencement 35

69. This Act shall be called the Medical Schemes Act, 1998, and shall come into
operation on a date fixed by the President by proclamation in the Ga:ette.
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SCHEDULE1

Laws repealed by section 68(1)

Number and year of law Short title
Act No.  72 of 1967 Medical Schemes Act, 1967

Act No. 95 d’ 1969 Medical Schemes Amendment Act, 1969

Act No, 49 Of 1972 Medical Schemes Amendment Act, 1972

Act No. 43 of 1975 Medical Schemes Amendment Act, 1975

Act No. 5 I of 1978 Medical Schemes Amendment Act, 1978

Extent of repeal
The whole

The whole

The whole

The whole

The whole

Act No. 42 of 1980 Medical Schemes Amendment Act, 1980 The whole

Act  No. 72 of 1981 Medical Schemes Amendment Act, 1981 The whole

Act No. 59 of 1984 Medical Schemes Amendment Act, 1984 The whole

Act No. 23 of 1993 Medical Schemes Amendment Act, 1993 The whole
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SCHEDULE 2

Transitional arrangements

Council for Medical Schemes

1. The Council for Medictil  Schemes established by section 3 and any committee
appointed under section 10 of the Medical Schemes Act, 1967 (Act No. 72 of 1967),
shtill be deemed to have been appointed in terms of sections 3( I ) and 9( I ), respectively,
of this Act for a period of six months as from the date of commencement of this Act.

Assets and liabilities

2. ( 1 ) Immovable property of the State used by the Council and its employees
immediately before the date of commencement of this Act remains at the disposal of the
Council on terms and conditions as may be agreed on between the Council and the
Minister.

(2) All movable assets of the State which were used by or which were at the disposal
of the Council und its elmpioyees  immediately before the date of the commencement of
this Act, except those assets excluded by the Minister, become the property of the
Council.

(3) As from the date on which this Act shall come into operation, all contractual rights,
obligations and liabilities of the Department of Health which relate to the activities of
the Council, are vested in the Council.

(4) All tinancial,  administrative and other records of the Department of Health which
relate to the activities of the Council, including all documents in the possession of [hat
Department immediately before the date on which this Act shall come into operation,
shall be trmsferred  to the Council.

Transfer of officers and employees

3.( I ) Any person appointed in terms of section 13 of the Medical Schemes Act, 1967
shall be deemed to have been appointed in terms of section 18 of this Act for a period of
nine months from the date of the commencement of this Act on the same terms and
conditions under which he or she previously served.

(2) Any officer or employee in the employment of the State may, with his or her
written consent and the consent of the head of the Department in which he or she is
employed, be transferred to u post at the Council to assist the Registrar in the
performance of his or her functions or duties, after which he or she shall from the date
of his or her trmsfer  be deemed to have been appointed under section 8(a) of this Act:
Provided that—

(a) his or her salary or salary scale in respect of the post shall not be less
favorable than the salary or salary scale which was applicable to him or her
m a person employed by the State;

(b) any sick or vacation leave which stood to his or her credit immediately prior
to his or her transfer, shall be deemed to be leave credited to him or her in (Iw
employment of the Council;

({) pensionable service accrued or bought back by him or her before his or her
transfer shall be deemed to be pensionable service performed by him or her in
the employment of the Council;

(d) tiny other conditions of service shall not be less favorable than those under
which he or she previously served; and

(e) no person shall, as a consequence of such transfer and appointment, acquire a
retirement age which is higher than that which applied to him or her in the
employment of the State.

(3) The salary or salary scale referred to in subsection (2)(a)  may not be reduced
without the written consent of the person concerned.

Nlediud Schemes

4.( I ) Any medictil scheme which immediately prior to the commencement of this Act
was regi~tered  as a medical schenw under section 15 of the Medictil  Schemes Act, 1967.
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shall be deemed to be registered as a medical scheme in terms section 24(1) read with
sections 26 and 32 of’ this Act.

(2) Any medical scheme which immediately prior to the commencement of this Act
was established as a medical scheme under the Legal Succession to the South African
Transport Services Act, 1989 (Act No. 9 of 1989), the Labour Relations Act, 1995, (Act
No. 66 of 1995), the South African Police Services Act, 1995 (Act No. 68 of 1995) and
the Correctional Services Act, 1959 (Act No 8 of 1959) shall be deemed to be a medical
scheme registered in terms of section 24(1) read with sections 26 and 32 of this Act.

(3) A medical scheme shall within six months from the date of the commencement of
this Act amend its rules in order to comply with the provisions of this Act; and shall
submit such rules to the Registrar in terms of section 31 of this Act.

(4) The Registrar may, on good cause shown, grant extension to a medical scheme to
comply with the provisions of subsection (3) for a further period of up to 3 months.

(5) A person who fails to comply with the provisions of subsection (3) shall be guilty
of an offence.
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hlltMORANDUM ON THE MEDICAL SCHEMES BILL, 1998

1. INTRO1)lJC’IION”

[’] iv~lle he~ilth iinancinp policy for South  Africa has been M out in the W/tife Pqwr.
(u1 Y;.[{jr.\/~Jf./~lfi[i~~/l  ~~/” I/IC Nf//i{u~c//  }/ct//rh .Sj.S(cm,  issued in April 1997. A s(rutegy  for
implementing of” the policy has Iweo cuptured in the document Ref~~r/}/in~ Fim/~~ci/z,q  ~J/
Priltltc  Hwlth  C[irt’ ill .S(~/ltll  ,I,jii<cl: TIIC Qilest ,ji)r Greater  Eqltitj  ((ml ~#ic’ietzc\,
iiwd in November  1997. This policy document called for the replacement of’ the
Medictil  Schemes Act, 1967 (.Act No. 72 of’ 1967),  and for new Iegislati(m  to supervise
LInd  rcgul:ite medicul  schemes  in a mmner  which would accxm~ modate imd implement
the Iww policy,

There are a number of’ features  of’ the current situation within the rnedicid schemes
sector which underlie the need for new legislation. These include the need to:

* Expand access  to medical schemes, especially by the elderly and sickly who
currently tend to be excluded, by means of reinforcing a system of community
rating iuld non-exclusi[m (Clause 29(1 )fn)  and (3) respectively).

‘k Provide for prescribed berwtits,  both as a way of ensuring that members h:lve
access  to necessary care and costs at-e not unfairly shifted onto public
bospittils (Clause 29( I )(o), (p) and (q)).

‘k Provide appropriate  protection tigainst  the tendency, within a voluntary
environment where there is some form of’ open enrolment.  to deliberately
upply for membership of medial schemes d be admitted only when persons
are sick or :it w] dvance or late age (adverse-selection); (Clauses 29(3) and
67( 1 )(b)).

* Establish an appropriate  demarcation between the business of’ community
rated medic:d whenws which effect cross-subsi(fis:ltion from the young and
healthy (o the elderly :mcl sickly members, and that ofother  sickness insurance
products  oflered under the Insurance ACIS. In order to create a single
rcgulutory framework within which one Act of Parliament will tipply to all the
orgimisations  which  carry on the business of’ a medical scheme,  medical
schemes which cwne into operation under other legislation, will be required to
register in terms ofthis  Act. (Clauses 1 definitions of “business ot’a  medical
scheme” and “relevant health service,” 20 and 24 and clause 4(2) of
Schedule 2).

[n addition,  the existing provisions on governance. wiministriltion und reptxting
requirements need to be improved to reflect the sigoiticant  changes that the mectiuid
schemes industry has continued to undergo. The Bill therefore aims to:

* Provide for improved governance and administm[ion  of’ medical schemes
(Clauses 29( 1)(a), 57 and 58).

* improve the regulatory oversight and supervision of’ medical schemes through
the Council for Medical Schemes (here inut’ter referred to as “the Council” j
irml the otlice of the Registrur of Medicid Schemes (hereinafter referred to ii~
“the Registrar”’) (Clauses 3 to 15, 17, 18 and 19).

‘K Improve the tinmwitd s(mndncss of medical schemes  in the interests  of’ their
members; to ensure transpiutnt  and detailed reporting which will ~t]ilbl~ the
public to make informed decisions bused on published results and to en:Lble
the regultitory :mtb(wity  to intervene pro-actively  in instiinces where schemes
do not perform well (Clauses 35 to 37 and 44).

2 PREAMBI.E

The preamble  identities the conditions which give rise to the new Bill, including the
need to provide for the est:lblisbment  of’ the Council of’ Medical Schemes as a juristic
body in order to protect (1w interests of members of’ medical schemes more eflicien[ly.

3 CHAPTER 1: I) EFINITIONS

‘1’his Cb:lpter ~otltiiitl~ the delioitioms  used in the Bill.



( I ) An impfmunt new detiniti{m relates to the “business of a medical scheme”
which is bci]lg introduced [o establish  [he principle that (rely registered
(Jrganiw[ions  can do the business ot’ u medical scheme, and seen in
cotljunction with the recent introduction of the Long- aod Short Term
lnsurtince Bills, will ensure that there is proper demarcation between the
busitwss ot a medicul  scheme which operales  on the basis  of social solidarity,
and that of other sickness products registered under the Insurance Acts.

(2) The definition of “dependent” clearly determines that persons who are
related to the member  of a medical scheme and particularly children
(including those who are in foster cirre) who tire financially dependent on the
member, are entitled to membership of medical schemes by virtue of the
membership of the member. The definition also includes other immediate
family members who are not self-supporting and who is dependent on the
mernbcr for fumi I y care.

(3) The definition of “relevant health service” refers to the health care treatment
envisaged and also makes it clear that an ambulance service is included for
benefit purposes.

4 CHAPTER 2: APPLICATION OF ACT

CI.AUSE  2

This Chapter clarifies the legal status of this Bill in the case where there is a conflict
between this Bill, and any other Act. If read in conjunction with the transitional clause,
(clause 68) the Bill intends to level the playing fields for all medical schemes to the
extent thut those medical schemes which were established by any organ of the State
under other legislation will be deemed to be registered under this Bill.

5 CHAPTER 3: COUNCIL FOR MEDICAI, SCHEMES

This Chapter deals with the Council for Medical Schemes and the stafiofthe  Council.
It is divided into two parts:

PART 1

CLAUSES 3 TO 17

The Council is established as a juristic person which is accountable to the Minister of
Health. This is considered necessary to afford  the Council [he capacity it requires to
properly supervise what has become a complex and constantly changing industry.

(a) Clauses 7 and 8 exptind  the functions and powers of the Council to extend,
not only to issues of’ linancid  supervision, but also medical issues such as
nmking  recornmcnchrtion  (o the Minister on criteria for the measurement ot’
quality irnd outcomes of the relevant health service provided for by rnedictil
schemes to ensure that medical schemes’ activities are complementary with
national health policy. The powers of the Council are extended to perform
tasks which are commensurate with its status as juristic person.

(b) Clause 12 enable the Council to require medical schemes to contribute to tbe
costs of supervision—a measure which is consistent with local tind
international trends on funding of oversight activities.

(c) Provision is made in clause 14 for the Council to submit annual reports to the
Minister while clause 17 provides for its liquidation should the need arise.
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PART 2

CI.AUSES  18 AND  19

(d) The Bill provides in clause 18 for the Minister to appoint a Registrar of
Mdical Schemes mcf (me or more deputy rc.gis[rars to carry out the functions
l-equired by the C(mncil  and this Bill. This part tilso regulates the appointment
of’ other staff of the Council, the transfer of employees of’ the State to the
C(mncil, renlunerution.  pemsion  rights and other conditions of’ employment.

6 CHAPTERS 4 ANI) 5: NIEL)ICAI,  SCHEMES, AND RULES OF MEI)ICAI.
SCHEMES

CLAUSES 20 TO 32

These Ch:lptcrs regul~ltc (Iw requirements for registration m a medical scheme, the
cflects of’ registration and suspension of rcgistrution, as well w other rules of’ nuxfictil
whemes. It does so in :i number of’ ways:

(;ovcrnance

(a) C l a u s e  26 specit’y th:it Nll income by whutever mtmns  slmll accrue to the
medical  scheme,  thtit it retnaims  the property of’ the medical scheme  under the
control of” the board of’ trustees and [Imt such I’unds are not to be utilised for
purposes other tlmn to conduct its normal  business. Specific provision is nude
to underpin the Iiirbility of’ medical schemes to gwrrantee  the benefits to their
members.

(IOJ Currently the rules t~f medical schemes lack clarity on issues such as
management imd governance ofa medical scheme. Explicit provision is made
in clause 29 [’or the bomt  of trustees that they should be “fit and proper”
persons. This is necessary to ensure appropriate skills and integrity in the
management of ~ medical scheme and is also comsisten[ with international
trends.

(() Admission of members and prescribed benefits
Clause 29 modifies registration requirements of nwdic~d schemes by
requiring that contributions to medical schemes cmm)[  discriminate on the
basis of :ige, gender, pmt or present state of’ health of’ the applicant or one or
tn[)re  of’ the applicant’s depcnciants, the frequency of’ the rendering of’ relevant
health services to a p~>rson or the amount or extent of’ henetits to which ti
person  becomes entitled to. This clause intends to reintorce community rating
And socitll solidarity witbin medical schemes.  The potential of’ adverse
selection is nonetheless recognised by inserting a provision that medical
schemes  cm only vary trom this requirement in those cases spelt out in the
regulations  to protect other members and the medical schemes tiguinst
exploitation through adverse seiec[ion.

(d) Prescribed benefits
Clause 29 authorises [he Minister (o prescribe minimum benefits by
Regulation in order to protect necess:lry  and cost effective C:Ire,  dnd to Cnsllrc
that people we not arbitrarily shifted to public hospitals when their priv:]tc
hencfits are depleted.

(c) Non-exclusion of applicants
Clause 29 further reint’orces community rating by requiring [hot nvedicttl
s c h e m e s  cannot exc lude  trpplictints  who are ab]e to pay the average
contribution. This limited open enrolment  would  apply to both restricted
nwmbcrship  schemes (etllployer/profession  based medical schemes), and
open medical schemes, Abeit in Lt different manner.

()) Continuation cover and transfer%dbiiity
Clause 29 regul:ites tor c[mtinu~tiotl  ot’cover for a limited period to those W11O
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I(M their jobs or atter de~lth of” the principal member, and LIISO regulates [he
[rtulsttir:~hi  Iity c~t’ membership be[wwen  medical  schemes.
Savings accounts
Clause 30(e) Illdkes  p r o v i s i o n  for personul  medic:d  stivings  ~ccounts for
paynwn[  t)t he:dth cwe expenses  in a mt]nner  which will be prescribed.

7. CHAPTER  6: BENEFIT DESIGN

((/)

(b)

Clause 33 re.gulutes  thti registration ofmul[iplc  benefit options within medicul
schelnes.  Currently many options are registered even when they could k?MI to
a medical scheme being financially unsound. The new approach w(wld
Itiwfully  require that these options must at all times include the prescribed
minimum benefit pacliage; be self-supporting in terms ot’ membership WN1
Iinanciul  soundness, imd be properly secured through guarantees when the
Registrar is of’ the opinion that this is necessary.
Clause 34 prohibits [he cession or attachment of benefits payable under this
Bill.

8. CHAPTER 7: FINANCIAL SOUNDNESS OF MEDICAI,  SCHEMES

CI.AUSES  35 TO 38

[t is necessary that the requirements regarciing  tinunciul  stability be extended
to enforce compliance with stricter conirols  to ensure d tinarwially strong
industry and to avoid demise as ;] result of’ ll~istn~itl:igelllellt or otherwise. It is
essentiul that uII medical schemes comply with statutory determined solvency
and financial soundness requirements, tailing which, remedial action is to be
taken by the authorities in a pm-active rn:mner  which is consisten[ with
legislation controlling other financitil entities. In order to do so, it is alstl
regarded  necessary thut detailed financial inform:ltion re.gmfing the perfor-
mance of’ benetit options tire submitted timeously  to make an assessment of”
the situation.
This Ch:ipter reguks financi~d arrangements within medical  schemes in u
number of ways. First. medictd  schemes w-e required to, at :dl times, be in a
position to meet their liabilities. Mcdictil  schemes are also required to
mainttiin mandat(wy net assets which will be monitored by the Council
In addition to financial soundness requirements, it is regmded  essential tlmt
the audit function wld :iuditors  should pluy u more constructive role in the
process of’ reporting on financial results and calculati(m of’ contingent
liabilities. Explicit provision is mode in clause 36( lo) for audit ummittws
within medicai  schemes  to assist schemes’ trustees to better numagc tUILl
evtilutite  medic:d scheme’s tintmcial  performance. This i s  i n  line wilh
corpor:lte governance and similar legislation which contl-ols other tin:uwi~il
entities. Auciitors are furthermore [)hliged in terms {If clause 36(8) to rcporl
irregulwities :md untoward circumstances directly to the Registrw wbilc
being indemnified from any xtion taken aguitlst  them m a result thereof’.
Clause 37 de~ils with the annual reporting of audited iinanciui results to the
Registmr.

9. CHAPTER 8

C1>AUSES 39 TO 41

This Chupter rel:ites  tt) rcqui[enwnts  in relation to docunwnts  to be deposited  with the
R~gistr:lr,  the eff~~t of the Regis[r:lr’s  certitictlte on documents. iLll({ the righ[ to obtilin

dnd inspect docunwntati(m.

lo. CHAPTER 9

CLAUSES 42 TO 46

Chupter 9 dc:ifs with the powers of” the Registmr  to require wlditionid particultirs from
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medical  schemes. to make enquiries and to require persons who are not registered under
this Bill to make information tivailable to enable (he Registrar to establish whether this
Act is contravened and to take action against perpetrators.

11. CHAPTER 10: COMPLAINTS AND APPEALS

CLAUSES 47 TOT 50

This Chapter deids with the lodging and settlement of complaints, disputes and
appeals within tmedical schemes. Provision is also made for the introduction of an
independent Appeal Board appointed by the Minister, with the purpose of hearing an
appeal lodged by any person who is aggrieved by a decision of the Registrar or the
Council.

12. CHAPTER 11: JUDICIAL MArTERS

CLAUSES 51 TO 56

(a) Chapter 11 regulates matters such as applications to court by a medical
scheme or by the Registrw,  the judicial management of a medical scheme, the
winding-up of a medical scheme, information as to a compromise and the
appointment ot’ a curator. The Bill allows persons other than the Registrar to
apply to the court for the judicial management or the winding-up of a medical
scheme should it be in the interests of the members.

(b) Provision is made in clause 56 for a medical scheme to be placed under
curatorship in terms of the Financial Institutions (Investment of Funds) Ac[,
1984 (Act No 39 of 1984). This will allow for the replacement of the board of
trustees where there is a need to rectify matters of concern, or to enable a
medical scheme to restore its tinancial soundness.

13. CHAPTER 12: GENERAI.

CLAUSES 57 TO 70

This Chapter deals with general provisions in the Bill and include:
(~~) Administration of a medical schemes by an intermediary (Clause 58)

Currently there are instances of sub-optimal administration of certain medical
schemes. The Bill requires that administrators be accredited by the Council on
the basis of objective criteria. These objective criteria will be defined in the
Regulations and will ensure that contractual relationships between medical
schemes and administrators are optimal and are in the interests of members at
all times. This principle is in line with administration of pension funds.

(b) Preservation of secrecy (Clause 60)
Clause 61 requires that confidentiality is maintained in specified instances by
the Council, its employees and members of the Appeal Board with regard to
information obtained in terms of investigations in instances where such
confidentiality serves the public interest.

(c) Undesirable business practices (Clause 61)
Currently, certain medical schemes, their associates and contracting parties
engage in a number of practices that may not be in the interest of members. In
addition, these practices change constantly. There is therefore a need to define
some practices being engaged in by medical schemes and intermediaries as
“undesirable business practices” and to enable the Registrar and the Council
to put a stop to such practices. In order to guarantee sutlkient  procedural
safeguards to the af~ected parties, provision is made that a particular practise
will be declared undesirable by the Registrar only with the concurrence of the
Council and the Minister. This is consistent with provisions in insurance
legislation.
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(d) Broker services and commission (Clause 65)
Clause 65 makes provision for the accreditation of brokers and the payment of
commission to such brokers.

(c) Offences and penalties (Clause 66)
The Bill propose to i-e-introduce effective administrative penalties for minor
con[raven[ions  with regard to the failure to comply with certain requirements
of this Bill. Penalties rtiised shall accrue as income to the Council. This is in
line with similar legislation.

(,f) Regulations (Clause 67)
Clause 67 makes provision for the Minister to make Regulations on matters
such as minimum benetits,  the level of solvency requirements, the criteria
which should apply to administrators of medical schemes, specific measures
that should be adopted to protect medical schemes from undue adverse
selection, the interfuce between a medical scheme and managed  health care
entities and for conditions under which a medical scheme may provide
benefits in terms of personal savings accounts.

(g) This Chapter also includes a number of other issues such as exemption of the
Counci  I from payment of income tax; provisions on amalgamation of medical
schemes; transfers; dissolution of a medical scheme, and on charges by
suppliers of services.

14 Transitional Provisions (Clause 68)

Schedule 2 provides for the continued existence of the Council for six months,
transfer of assets, liabilities, and transfer of employees of the State to the Council, the
continuation of medical schemes that are currently registered under the Medical
Schemes Act, 1967 (Act No. 72 of 1967), and for the registration of medical schemes
established under the Legal Succession to the South African Transport Services Act,
1989 (Act No. 9 of 1989), the South African Police Services Act, 1995 (Act No, 68 of
1995) and the Correctional Services Act, 1959 (Act No. 8 of 1959) which currently are
not registered under the provisions of the Medical Schemes Act, 1967.

15 Persons and bodies consulted

Chartered Accountants Medical Aid Fund
Concerned Medical Schemes Group
Congress of South African Trade Unions
Council of Medical Schemes
Department of Finance
Life ORices Association
Hospital Association of South Africa
Local Authorities Medical Aid Fund
Medical Association of South Africa
National Association of lPAS
Ntitiona]  Congress of South African Trade Unions
ProSano Medical Aid Scheme
Representative Association of Medical Schemes
South African Chamber of Business
South African Medical and Dental Practitioners
!Xmth Health Ctire JV
Fimmcial Services Board

16. Parliamentary procedure

The Department of Health imd the State Law Advisers are of the opinion that this Bill
must be dealt with in accordance with the procedure established by section 75 of the
Constitution.


