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DHMS Key Measures

Gross Contribution Income (R’000) 35 195 627 40 463 701 14.97%
Number of members at year end 1140090 1191987 4.55%
Number of lives at year end 2 469 023 2 564 313 3.9%
Open scheme market share 51% 52% 1.96%
Surplus (R’000) 788 790 1 534 500 94.54%
So,lvency reserves per Regulation 29 8 240 820 9833 452 19.33%
(R’000)

Solvency 23.41% 24.30% 3.80%




Financial performance:
Statement of Comprehensive Income

Income Statement 2012 2013
(R’000) (R’000)
Gross contribution income 35195 627 40 463 701
Less Savings contribution income (6 969 850) (7 953 882)
Net contribution income 28 225 777 32 509 819
Relevant healthcare expenditure (23 093 400) (26 230 531)
Gross healthcare result 5132377 6 279 288
Managed care: management services (991 216) (1101 009)
Broker service fees (755 803) (825 263)
Expenses for administration (3084 814) (3 340 754)
Other operating expenses (113 365) (152 486)
Net healthcare result 187 179 859 776
Net investment and other income* 601 611 674 724
Net surplus for the year 788 790 1534 500

* Includes interest paid and asset management fees
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DHMS continues to maintain strong membership growth

DHMS lives covered

Mergers with DHMS
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Consistent pattern of stable plan distribution

Stability in plan movements
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Continued ability to attract relatively young members impacts
positively on age profile

DHMS is approximately one year younger than the industry average

Every year increase in scheme age results in 1.5%
to 3% increase in member contributions
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R1.6bn added to reserves in 2013

DHMS reserves are higher than the next nine largest open schemes combined
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DHMS has maintained the highest possible credit rating for 14
consecutive years

... confirming the high level of financial

DHMS maintains AA+ credit rating ... strensg

GCR rating Medical Schemes
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DHMS is well ahead of solvency plan and will achieve statutory
25% solvency margin by 2015

Solvency Plan
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Breakdown of DHMS claims expenditure of R26.3 billion

Professionals — R11.0 bn

6.6 million GP visits pa
7.9 million specialist visits pa

Hospitals —R12.6 bn

592 000 hospital admissions pa
1.9 million days in hospital pa

Medicine - R2.2bn

I 465,000 lives registered for
chronic medication

Please Note: Disparities in claims expenditure attributable to Ex-gratia Payments (R17m) and Risk Transfer Arrangements (R297m)



DHMS has lower costs of care than all other open schemes
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Significant price and contract advantage in hospitals and pathology
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DHMS has the lowest cost inflation in the industry
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DHMS annual contribution increases consistently lower than
other open schemes since 2008

% annualised contribution increases relative to CPI (2008 — 2014)
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DHMS contributions are lowest across all plan types

Average 2014 contribution for a family of four
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DHMS members average 14.3% lower contributions than the market

Source : DHMS and competitor marketing material



DHMS benefits focus on comprehensive cover for critical care

In-hospital claims payout ratios (including medical specialists)

Executive Classic Essential Coastal KeyCare
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Top 10 claims exceed R70m in 2013

Top 10 claims

(1)
R4.7m

68 year old
Classic Comprehensive

Abdominal aortic aneurism

81 year old

Classic Comprehensive

Intracranial Injuries

e.
R3.7m

52 year old
Classic Saver

Respiratory distress syndrome

23 year old

Classic Comprehensive

Acute myocardial infarction

51 year old
Executive
Respiratory distress syndrome

38 year old
Classic Comprehensive

Multiple myeloma

68 year old
Executive

Congestive heart failure

66 year old

Classic Comprehensive
Injury of the liver

30 year old

Classic Comprehensive

Congestive heart failure

55 year old
Classic Comprehensive
Respiratory distress syndrome
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The value of cover provided by KeyCare

KeyCare Access

* 29 year-old female
* Joined KeyCare

R490

* Monthly contribution:

* Minibus taxi
overturned on her way
to work on 19 January

* Suffered fractures in
the lower leg

* Had paid contributions
of R490 at date of
incident

* Rushed to Carstenhof
Clinic - not a KeyCare
facility, but member
treated and stabilised
there, in line with
emergency care
protocols

RAND CLNIC

* Transferred to Rand
Clinic the next day and
underwent surgery

* Discharged on 23
January and is
recovering well

The member would have had to pay R61 018 for hospital admission herself if she had not been
on a medical scheme. Individuals who earn R6 000 or more per month are liable to pay medical
costs even in a public hospital

24
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Scale of Discovery Health Medical Scheme operations

In every working day

¥ 97
O Babies born

1799
Hospital admissions m

177 457
(+] Claims processed

R133 million

Paid out in claims

46 489
Calls handled

1250 O

New lives join the Py
scheme

26



Continuous measurement of service performance

High member perception

Electronic Member Based Research (EMBR)
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Continuous measurement of service performance

Quality improving
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DHMS Governance

. DHMS
Board of Trustees

Clinical . Stakeholder
Governance Risk Remuneration Product Relations
: Committee Committee Committee :
Commiittee Commiittee

Non-
Audit Investment Nomination Healthcare

Committee Committee Committee

Expenses
Committee

Scheme office

_________________________________________________________________________________________________



Mr Michael du Plessis van der Nest

(SC)
Chairman

Occupation: Senior Counsel

BA (Law) LLB - University of Stellenbosch

Prof. Zephne van der Spuy
Trustee

Occupation: Emeritus Professor of Obstetrics
and Gynaecology, UCT

MBChB (Stellenbosch), MRCOG, FRCOG (Royal
College of Obstetricians and Gynaecologists), PhD
(University of London), FCOG (SA) (SA College of
Obstetricians and Gynaecologists)

Mr Giles Waugh
Trustee

Discovery Health Medical Scheme Board of Trustees

Mr Noel Graves (SC)
Trustee

Occupation: Senior Counsel
BA LLB (UCT)

Mr Puke Maserumule
Trustee

Occupation: Founder & Chairman:
Maserumule Inc.

BA (Law) LLB (UCT), Post Graduate Diploma in
Labour Law (UJ)

Ms Daisy Naidoo
Trustee

Occupation: Chartered Accountant
CA(SA), Masters of Accounting (Taxation)



Best practice governance in outsourcing business models

Governance model

Relational
Governance

Discovery Health Discovery Health (Pty)
Medical Scheme Ltd

Integrated operating model

Transactional

Governance




Deloitte main findings of the operating model and governance
review of the Scheme

Integrated model costs
less and delivers better
performance

The Scheme is
led by a strong
and competent
independent
Board with no

governance 0 1

Value: Every R1
spent on
administration and
managed care fees
produces a return

02

of R1.77 - R2.02
failures for the Scheme
The Scheme out- 06 O The Scheme
performs all benefited from a
benchmarked 05 27% reduction in
open schemes in administration
the Deloitte fees over the past
performance Members are R147 five years
model better off each

month due to the
Scheme value
proposition
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Scheme Actions

Relational Governance Transactional Governance

Improve assurance model Evaluation of economies of scale Ongoing ; Annual
Dedicated compliance manager Assigned 2012 Evaluation of non-healthcare expenses Ongoing ; Annual
Dedicated risk manager Implemented 2013 Value-for-money analysis Ongoing ; Annual
Revised risk management process Implemented 2013 :
Independent audit of risk management Implemented 2013
Revised Combined Assurance Framework |Implemented 2013

Enhance stakeholder engagement
Enhance framework and strategy Implemented 2013 Operating Model
Independent communications consultant | Appointed 2013 DHMS action Date

) ) Continue to enhance operating model Ongoin
Enhanced marketing reporting Implemented 2013 through active collaboration with DH going
Establish Stakeholder Relations Established 2013
Committee Contlpue to align with outsourcing best Ongoing
practice

Enhance oversight capacity of Scheme office
Maintain balance of power through

. Ongoin
governance best practice gong

Succession planning Ongoing

Assessment of resource requirements Completed 2012
Appointment of Chief Financial Officer Appointed 2012
Appointment of Chief Risk and OPS Officer | Appointed 1 January 2014
Administration and Managed Care contracts
Align with outsourcing best practice Negotiation in progress

Align service level agreements with best Negotiation in progress
OPS practice




Strategic Priorities for 2014

The Scheme will focus on the following key strategic objectives during 2014
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