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Hospital

cover Can

leave you
feeling il

One of the first choices you need to make is
whether *) go with a more traditional option, or
whether a hospital plan on its own will meet your
needs, writes Mandy Collins

EDICAL ~ds are a lot

maore ~omplicated

than they were in days

gone by. There are now
s0 many, each with so many op-
tions, that choosing the right plan
for your needs can seem a little
overwhelming.

One of the first choices vou
need to make is whether to go with
a more traditional option where
the scheme covers at least a por-
tion of your day-to-day medical ex-
penses as well as hospitalisation
costs, or whether a simple hospital
plan might do the trick.

After all, you reason, you and
your family are pretty healthy so
you can cough up when you're
coughing, but hospitalisation is
beyond the reach of your wallet,
But again, there's an array of
options to choose from.

“Hospital plans offered by
medical aid schemes typically only
provide cover for basic hospital-
isation and the other minimum
benefits under prescribed mini-
mum benefit (PMB) legislation,”
says Johan Lombard, head of tech-
nical marketing for Momentum
Health.

“These PMBs include cover for
a set list of procedures done in-
hospital, and some chronic con-
ditions, but not day-to-day benefits
such as GP wvisits and over-the-
counter medication.”

Katy Caldis, CEQ of Fedhealth,
says the term “hospital plan™ is a
bit of a misnomer in that all med-
ical schemes are required by law to
provide certain benefits out of hos-
pital under the PMB regulations,

“In this context, a hospital plan
generally is a plan that only pro-
vides savings and not out-of-
hospital expense benefits. Hospi-
tal plans generally offer fewer ben-
efits than a more comprehensive
plan and are designed to be
attractive to lower-income individ-
uals and those just starting out
their working careers.”

But as they say in the annoying
TV adverts, that's not all.

“Essentially there are two
types of hospital plans available o
consumers in SA" says Grant
Newton, CEO of Sanlam Health.

"

“Omne falls within the ambit of
the Medical Schemes Act and the
other is based on life-insurance
principles. The medical schemes
hospital plan essentially provides
cover for hospital and related pro-
cedures and PMBs only, although
nowadays many hospital plans (in
order to provide more compre-
hensive benefits) may —provide
small out- “hospital  benefits,
such as some preventative care
consultations and  radiologyf
pathology benefits.

“Unlike the medical scheme
version, an insurance-based hos-
pital plan merely pays out a lump
sum or daily benefit in the event
that a member suffers a pre-
determined hospitalisation event.
Generally, the benefit payment in
this kind of hospital plan has no
relation to the actual cost incurred
while hospitalised.”

As with anything, there are
risks and benefits to having a hos-
pital plan — even those offered by
your medical aid.

“Members who may be unable
to afford more comprehensive
medical cover can benefit from
having a hospital plan only
because it provides a basic level of
medical cover,” says Alain Peddle,
head of research and development
at Discovery Health.

“Having this hospital cover can
be beneficial because emergency
and planned admissions to hos-
pital can be extremely costly. So
essentially a hospital plan provides
insurance against the large,
unforeseen medical expenses of
planned or unplanned in-hospital
treatmént.”

Peddle says the main risk of
taking just a hospital plan is that
many types of out-of-hospital
treatment can be extremely costly
and most people underestimate
just how costly it can be,

“One need only think of a bat-
tery of tests, some x-rays and on-
going treatment or therapy that
involves a number of consultations
every week,” he says,

In addition, some events may
need temporary or permanent
medical devices or appliances like
casts, crutches and wheelehairs,
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WAITING FOR A PAYOUT: Hospital plans offered by medical aid schemes can hurt your pocket as they typically only provide cover for basic
hospitalisation and the other minimum benefits required by law. Picture: THINKSTOCK

none of which is covered by a hos-
pital plan.

“The other risk is that people
often think that out-of-hospital
costs are more predictable, This is
true for chronic illnesses or people
with young children — you can be
pretty certain you will have out-of-
hospital ¢laims.”

But if you are working on the
assumption that you are healthy
and don’t expect to have any sig-
nificant healthcare costs, beware
— there are many examples of
high out-of-hospital costs arising
from unexpected and unpre-
dictable events.

“Think of the out-of-hospital
costs for events such as rehabil-
itation after accidents, major
sports injuries, unexpected preg-
nancies or unexpected diagnosis
of severe illnesses, many of which
can and do occur in the 20s and
30s," says Peddle,

“If we flesh out the example of
a severe car accident, under a hos-
pital plan, the member would be
covered for the in-hospital treat-
ment but could be faced with sig-
nificant bills when it comes to re-
habilitation, medical devices and
ongoing therapy after the acci-
dent. These rehabilitation costs
can be incurred over a long time

Beware — if

you assume
you are healthy and
don't expect to have
any significant
healthcare costs

and can mount significantly.”

Lombard says that for most.
the appealofa hospital plan is the
saving Il Monthly comtributions.
“If you are a young, healthy adult
and a bit short on disposable in-
come. a hospital plan may be a
solution for you,” he says.

“However, when you get older
or plam on expanding your family
with children, it is advisable to
upgrade to-a more comprehensive
option.”

Just ensure you are not being
penny wise and pound foolish —
what may look like a saving might
well leave you high and dry if hos-
pital costs are incurred.

“Hospital plans very often have
an overall annual limit that could
range from R250 000 a family a
year to an unlimited benefit,” says
Caldis. “The lower the overall
annual limit, the less vou'll pay in
contributions, but the higher the
risk of having insufficient cover
when you need it most,

“If you choose a hospital plan
with a low reimbursement rate,
you will obviously have to pay any
shortfalls between what has been
charged and what the hospital
plan covers from your own
pocket.

“And with regard to dread

disease cover and limits, for
example, cancer treatments,
organ transplants and renal dial-
ysis in the case of kidney failure,
maost hospital plans have set limits
on the treatment of these major
medical expenses in hospital.
“Make sure that you are aware
of these limits, and that you limit
your risk in this regard, Some hos-
pital plans only cover these
expenses up to the PMBs, and only
in a state hospital,” Caldis says
It's important too, that you
ensure you get what you think
you're geiting. There has been a
growing trend for South Africans
to take up insurance to cover med-
ical expenses, but confusion still
reigns in terms of the most ap-
propriate benefits required, says
Andrew Edwards, principal offi-
cer of Liberty Medical Scheme.
“Hospital cash plans are often
confused with hospital plans or
benefit options offered by medical
schemes, a misconception that
often leads 1o the policyholder un-
expectedly being left with large
uncovered medical bills,” he says
“The premium payable is often
a function of the daily cash payout,
the age of the member and the
number of dependants,” says Dr
James Arens, clinical operations

executive at Pro Sano medical
scheme.

“Cover is not comprehensive,
and is limited to the daily payour,
irrespective of what the actual
healthcare costs turn out 1o be,
potentially  leaving  consumers
with a huge shortfall in healthcare
bills.

“In addition, these products
are not regulated by the Medical
Schemes Act, and therefore may
exclude existing conditions for
longer than 12 months.”

The main difference is the level
of benefits paid when an individual
is hospitalised, says Edwards.

“Insurance-based hospital
cash plans will only provide a rand
amount usually ranging from
R200 wo R2 500 for each day the
policyholder is hospitalised.

“Given the high cost of medical
services, this rand amount will in
almost all instances not be suf-
ficient o cover the hospital
account, let alone the specialist
consultations, procedures and
operations performed in hospital,
and bills for medication dispensed
in hospital”

He gives the example of a typ-
ical hospital bill for a childbirth
without complications, which can
cost in the region of R10 000 o
R25 000 at a private hospital,

And in most cases there are
additional costs to be considered,
such as a gynaccologist, paedia-
trician, anaesthetist and the
pathologist’s bills.

“Hospital plans not offered by
medical schemes will typically pay
a benefit of about RBOO a day for
each day a patient is hospitalised,”
says Edwards,

“Therefore the total benefit
paid will be about R2 400, often
substantially less than the cost of
an average hospital stay. Some
plans may even exclude cover for
certain hospital procedures, leav-
ing members to pay for these out
of their own pocket.”

Another important considera-
tion is that if you take out a hos-
pital cash plan you're not entitled
to a tax deduction,

Members of medical schemes
are entitled to a tax deduction on
their contributions up to a certain
monetary amount — R720 for the
first two beneficiaries and R440
for beneficiaries thereafter. Based
on a marginal tax rate of 40%, this
implies that the medical scheme
contributions for a family with one
child is effectively R752 cheaper
(40% of R7T20+R720+R440),

On the bright side, hospital in-
surance can also be used along
with your existing medical aid as a
total cover option that ensures
cover for your medical costs as
well as for each day in hospital.

However, Edwards points out,
a hospital eash plan should never
be considered an alternative for
medical cover, and most plans of
this nature state as much in their
marketing material.

“For basic cover, a medical
scheme hospital plan is an ideal,
affordable entry level way 1o get
into the system,” says Caldis,

“Those needing day-to-day
benefits, chronic medication or
those who have pre-existing med-
ical conditions should not consider
a hospital plan but rather invest in
a comprehensive medical aid
option.”

Peddle agrees: “A hospital plan
can benefit some only, and still
provide access to the best quality
private healthcare cover, as long
as you appreciate the real costs
and risks associated with not being
covered for out-of-hospital care.”

“Your choice ultimately de-
pends on your personal appetite
for risk,” says Lombard,

“If you don't like the idea of
runming into significant out-of-
pocket healthcare expenditure,
comprehensive  medical  aid
options are typically a better fit for
most people.”



