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QUESTION 1

Compare and contrast mutuality and solidarity. [4]

State an example of each of mutuality and solidarity within each of the contexts of health and
retirement benefit provision. [2]

Outline how each “layer” of the International Labour Organization’s model of benefit provision
relates to benefits based on mutuality or solidarity principles. [3]

[Total 9]

QUESTION 2

Care@Home (C@H) is a service provided and funded by HealthyLives Medical Society (HLMS), a private
medical insurance (PMI) provider offering home-based medical care. This service enables beneficiaries to
receive healthcare in the comfort of their own homes, delivered by qualified nurses and trained care workers.

The following services are included within the C@H benefit package:

Intravenous (1V) Infusions — Administration of 1V therapy for stable conditions that do not require
hospitalization.

Postnatal Care — Home visits by a midwife for healthy mothers and newborns within the first six
weeks after birth, with a maximum of three visits.

Discuss the possible reasons why HLMS introduced this benefit. [3]

ii. Outline the potential risks associated with the C@H service, both for HLMS and for the patients

receiving care. [4]

[Total 7]
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QUESTION 3

The Trumple Corporation is a large national company. As part of its compensation packages Trumple offers
employees on a cost-to-company basis, flexible group risk benefits and requires employees to join its defined
contribution (DC) retirement fund.

Under flexible group risk benefits, the risk benefits are compulsory, but employees are able to choose their
level of cover. Life cover is available at 1-10x annual salary, income disability cover at 50-100% of salary,
and funeral cover starts from R5 000 up to R100 000. Employees can choose their contribution rate towards
the DC retirement fund to be between 12% to 17.5%. The cost of the risk and retirement benefits are each
deducted separately from salaries.

I.  State 6 (six) advantages of Trumple’s risk and retirement benefits policy to its employees. [3]

ii.  Describe how an individual employee’s chosen level of risk benefits and retirement contribution rate
influence their overall income. [2]

The Trumple Retirement Fund follows a lifestage default investment strategy as well as a limited number of
portfolios as member choice options.

iii.  Briefly describe the investment principles applied in a life stage investment strategy. [2]
iv.  Outline the risks to the members that would be managed by using a life stage strategy and by offering
limited member choice. [3]
[Total 10]

QUESTION 4

The ABC insurance company has been selling pre-funded long term care insurance (LTCI) for many years
in the developed country of Actuaria. The government of Actuaria is now reducing the extent of support
available to the elderly including stricter criteria for eligibility for home-care support or entry into state-
funded care homes.

I Describe how the required premiums for the LTCI products offered by ABC may be affected by
this change in policy and the demographic factors that likely led to it. [6]

ii. The marketing director has proposed reducing the premium rates. Comment on factors that
should be considered. [2]

iii. Outline 4 (four) actions that ABC can take to reduce the risk of anti-selection on the LTCI product.

[2]

[Total 10]
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QUESTION 5

A small health insurer predominantly sells one-year Major Medical Expense (MME) cover policies.

i Outline, briefly, the key features of and cover provided by MME policies. [4]

As the actuary, you have been asked to provide the actuarial reserve value for the annual financial statements
as at 31 December 2024. Reserves are determined on a “written premium” basis.

ii. Define the terms Unearned Premium Reserve (UPR) and the Unexpired Risk Reserve (URR) and
then explain, without doing any calculations, what the UPR and URR would be at the valuation
date for policies incepted on 1 January 2024.

[3]

Details of the MME policies in-force at the valuation date of 31 December 2024 are as follows:

Number of policies | Inception date

380 1 January 2024

460 1 April 2024

520 1 July 2024

650 1 October 2024
The average premium is R250 per month per policy and an ultimate loss ratio of 86% is expected for the
MME book.

iii. Calculate the UPR and URR for the MME book making reasonable simplifications which are
stated clearly. Comment on which of the UPR or URR represents the most prudent liability
value for in-force policies.

[3]

You have noticed two distinct claiming patterns when reviewing the past experience:

- The number of claims are more than double during the winter months when compared to the summer
months.

- Claims in the three months leading up to policies expiring are on average three times more frequent than
the first nine months.

iv. Comment on the observed patterns, suggesting possible reasons for these patterns.

[4]
[Total 14]
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QUESTION 6

HealthSure provides critical illness (CI) cover. The senior management of HealthSure are meeting to discuss
driving stronger new business growth as well as increasing retention rates in the next financial year.

The head of underwriting says that HealthSure is spending a large amount on underwriting costs. She says
that it if HealthSure can better manage these costs, then their prices may be more competitive.

i Discuss ways in which the company could reduce underwriting costs, commenting on the
suitability of each suggestion. [6]

One of the clinical advisors to senior management has just given a presentation on the latest available
screening tests offered in the market for heart attacks and strokes.

ii. Discuss the considerations for senior management in offering this screening test as a free annual
benefit to policyholders. [4]

The head of Data Science suggests average hours of exercise per week can, in the longer term, be used to
measure claim incidence risk for heart attacks and strokes, suggesting this could become a useful rating
factor.

iii. Explain how you would build a model to determine the impact on claims incidence for this
suggestion, covering both the data collection and modelling aspects of the task. [5]

[Total 15]
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QUESTION 7

ACME Inc runs a defined benefit (DB) retirement fund (‘the Fund’) that is closed to new members. The
Fund has both active members and pensioners paid directly from the fund. A recent statutory actuarial
valuation has demonstrated a surplus.

F108 J2025

Outline the factors the trustees would need to consider when:
a. Deciding whether a surplus distribution is appropriate; and
b. Distributing any surplus.

[9]

A trustee has asked you as the actuarial consultant on the Fund to explain how switching from
the Attained Age Method to Projected Unit Method is likely to influence the solvency and
contribution levels in the fund immediately and over the medium term. [4]

Another trustee suggests that this is an opportune time to deal with the longevity risk in the
fund. State and define two options available to the fund to transfer this risk. [4]

[Total 17]
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QUESTION 8

Starlight Industries, a leading global manufacturer, provides its retired workforce with an unfunded benefit
provided during retirement- a percentage of the monthly contributions to the Starlight Industries Closed
Medical Scheme (SICMS) for the former employee and their spouse (as nominated on the date of retirement).
This benefit is paid from the date of retirement on a last-survivor basis. The same percentage subsidy is
provided for any employee retiring from Starlight Industries irrespective of their service or salary and is
subject to a monthly limit of R10 000. Should the retiring employee choose not to remain a member of
SICMS, their benefit is forfeited.

I. Identify and briefly explain the key assumptions that underpin the actuarial valuation of this post-
employment medical scheme subsidy obligation.

[5]
Starlight Industries needs to reflect the unfunded liability towards this benefit in their balance sheet.

ii. Outline the steps the valuation actuary would follow to determine the liability for the subsidy
obligation to be shown on the balance sheet.

[6]

In view of recent economic volatility and rising healthcare costs, the Starlight Industries Board is reassessing
both the funding strategy and the actuarial valuation methodology for this long-term obligation.

iii. Briefly discuss how recent economic volatility and rising healthcare costs might affect the
assumptions in (i) and the valuation result.

[3]

V. Briefly compare the current pay-as-you-go funding arrangement with the potential alternative of
regular contributions in financing this obligation.

[4]

[Total 18]
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