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KEYHEALTH MEDICAL SCHEME

REPORT OF THE BOARD OF TRUSTEES
for the year ended 31 December 2016

The Board of Trustees hereby presents its report for the year ended 31 December 2016.

1. DESCRIPTION OF THE MEDICAL SCHEME

1.1 Terms of registration

1.2 Benefit options within KeyHealth Medical Scheme

The Scheme offered six benefit options for the financial year under review. The options are:

∙ Platinum 
∙ Gold 
∙ Silver 
∙ Equilibrium
∙ Essence
∙ Origin

1.3 Savings plan

KeyHealth Medical Scheme (the Scheme) is a not-for-profit open medical scheme registered in terms of the Medical Schemes Act, 131 of 
1998 as amended. Registration number 1087.

In order to provide a facility for members to set funds aside to meet future healthcare costs not covered in a benefit option, the Trustees 
have made savings plan options available to meet this objective.

Members belonging to the Gold and Equilibrium options pay an agreed sum of 11% and 8% of their gross contributions respectively into a 
savings account so as to help pay for the member’s portion of healthcare costs up to a prescribed threshold. 

The liability to the members in respect of the savings plan is reflected as a financial liability in the financial statements, repayable in terms of 
Regulation 10 of the Medical Schemes Act, 131 of 1998 as amended.

In terms of the rules of the Medical Scheme, any advances on savings contributions are funded from the Scheme’s funds, and the risk of 
impairment is carried by the Scheme.

Savings balances are refunded when a member leaves the Scheme or transfers to another benefit option within the Scheme which does 
not have a savings option. The money will be transferred to the member after five months of date of the resignation/change.
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Unexpended savings amounts are accumulated for the long-term benefit of the member. Savings funds are invested in a separate call and 
current account with ABSA bank. Interest generated on the funds in the call and current accounts is allocated net of investment costs, to 
positive savings balances.  Interest is calculated monthly on the respective member's positive balances, and is reflected on the monthly 
statements.



KEYHEALTH MEDICAL SCHEME

REPORT OF THE BOARD OF TRUSTEES
for the year ended 31 December 2016

1. DESCRIPTION OF THE MEDICAL SCHEME - continued

1.4 Risk transfer arrangements 2016 2015
R’000 R’000

Premiums/fee paid 74 390         73 808         

Denis 61 454         62 283         
Netcare 911 8 099           7 340           
Primecure 4 837           4 185           

Claims recovered in respect of risk transfer arrangements (69 876)        (66 649)        

Denis (55 174)        (55 415)        
Netcare 911 (11 147)        (8 183)          
Primecure (3 555)          (3 051)          

Loss/(profit) share on risk transfer arrangements 25                617              

Denis 92                5                  
Netcare 911 334              1 100           
Primecure (401)             (488)             

4 539           7 776           

2. MANAGEMENT

2.1 Board of Trustees in office during the year under review and to the date of this report

JH Greyling (Chairperson)
PJS Gouws (Vice Chairperson from 19 August 2016)
DPJ Kruger 
Adv. EW Vermaak 
AD Young
P Bennett 
JP Deetlefs 
OJH Mulder
JH Grobbelaar 
EP Sharman (Vice Chairperson till 18 August 2016)
Prof. SG Bouillon

The Board convened eleven times, inclusive of strategic sessions, during 2016 (2015 : nine times). 

In addition to the dental (Denis) and emergency transport services (Netcare 911); capitation agreements that provide benefits to members
on benefit options other than Origin. The Scheme has a third capitation agreement with Primecure providing a full capitation service which
includes doctors, hospitals, specialists and medicines on the Origin benefit option. The capitation agreements are in substance, the same
as non-proportional commercial reinsurance contracts. 

All of the above Trustees were elected on 29 August 2014 for a four year period in terms of the Rules of the Scheme.
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KEYHEALTH MEDICAL SCHEME

REPORT OF THE BOARD OF TRUSTEES
for the year ended 31 December 2016

2. MANAGEMENT - continued

2.2 Principal Officer 

BJ Kruger PO Box 14145
KeyHealth Building Lyttelton
86 Koranna Avenue 0149
Doringkloof
Centurion
0157

Tel : (012) 667 2250
Fax : (012) 667 2301

2.3 Registered office address and postal address

KeyHealth Building PO Box 14145
86 Koranna Avenue Lyttelton
Doringkloof 0149
Centurion
0157

2.4 Medical Scheme Administrator

PPS Healthcare Administrators (Pty) Ltd

PPS Centurion Square Private Bag X1031 
1262 Heuwel Avenue Lyttelton
c/o Heuwel and Gordon Hood Roads 0140
Centurion
0157

Accreditation number: Admin 37

 - Financial accounting and reporting;
 - Independent internal audit department within the Scheme;
 - New business;
 - Broker commission administration and calculation; 
 - Marketing;
 - Underwriting; and
 - Distribution.

 

The core administration functions are outsourced to a third party administrator.
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The functions include:

The Scheme applies a model whereby certain primary management functions are incorporated within the Scheme under the direct control 
of the Board of Trustees.



KEYHEALTH MEDICAL SCHEME

REPORT OF THE BOARD OF TRUSTEES
for the year ended 31 December 2016

2. MANAGEMENT - continued

2.5 Scheme Investment Consultant 

IFG Africa Public Sector (Pty) Ltd
47 Dely Road
Hazelwood
0081

Registration no: 2000/025174/07
FSB No. 10899

2.6 Scheme Actuary 

NMG Consultants and Actuaries
Belvedere Office Park
Block 13
Pasita Street
Bellville

2.7 External auditor

Deloitte & Touche
Deloitte Place, The Woodlands, 
Building 8, 
20 Woodlands Drive
Woodmead
2052
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KEYHEALTH MEDICAL SCHEME

REPORT OF THE BOARD OF TRUSTEES
for the year ended 31 December 2016

3. INVESTMENT STRATEGY OF THE SCHEME

4. MANAGEMENT OF INSURANCE RISK

The Scheme’s investment objectives are to maximise the return on its investments on a long term basis at appropriate risk. The investment 
strategy takes into consideration both risk mitigation factors imposed by legislation and those imposed by the Board of Trustees. 

Insurance events are, by their nature, random, and the actual number and size of events during any one year may vary from those estimated with 
established statistical techniques. There were no changes to assumptions used to measure insurance assets and liabilities that have a material 
effect on the financial statements and there are no terms and conditions of insurance contracts that have a material effect on the amount, timing 
and uncertainty of the Scheme's cash flows.
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- A risk assessment is performed with feedback to the Board of Trustees with recommendations on the risks identified.

The Scheme invested in cash instruments, an equity-linked note, an inward listed warrant, shares, insurance policies and collective investment 
schemes during 2016. This investment policy is reviewed annually, taking into consideration compliance with the Act, the risk and returns of the 
various investment instruments and the surplus of funds available. The Scheme’s activities expose it to a variety of financial risks, including the 
effects of changes in the equity market prices and interest rates. The Scheme’s overall risk management programme focuses on the 
unpredictability of financial markets and seeks to minimise potentially adverse effects on the financial performance of the investments, which the 
Scheme holds to meet its obligation to its members.

The Scheme makes use of an investment consultant. The advisor's primary mandate is to comply with prevailing legislative constraints and to 
ensure value retention while still ensuring growth.

- The Scheme remains liquid;
 The mandate of the Board is to ensure that:

- Investments are placed at minimum risk and the best possible rate of return;
- Investments made are in compliance with the Regulations of the Act supported by a declaration by the investment consultant; and 

The Board's investment strategy with regards to savings funds is to invest such funds in a cash instrument to limit the risks to interest rate risk 
and to ensure that the Member's funds are readily available.

The primary insurance activity carried out by the Scheme assumes the risk of loss from members and their dependants that are directly subject 
to the risk. This risk relates to the health of the Scheme's members. As such the Scheme is exposed to the uncertainty surrounding the timing 
and severity of claims under the contract.

The Scheme manages its insurance risk through benefit limits and sub-limits, approval procedures for transactions that involve pricing guidelines, 
pre-authorisation and case management, service provider profiling, centralised management of risk transfer arrangements, and the monitoring of 
emerging issues.

The Scheme uses several methods to assess and monitor insurance risk exposures both for individual types of risks insured and overall risks. 
These methods include internal risk measurement models, sensitivity analysis and scenario analysis. The theory of probability is applied to the 
pricing and provisioning for a portfolio of insurance contracts. The principal risk is that the frequency and severity of claims are greater than 
expected.



KEYHEALTH MEDICAL SCHEME

REPORT OF THE BOARD OF TRUSTEES
for the year ended 31 December 2016

5. REVIEW OF THE ACCOUNTING PERIOD’S ACTIVITIES

5.1 Operational statistics per benefit option

Platinum Gold Silver Equilibrium Essence Origin Scheme

a. 3 616           16 679         4 606           7 967           2 472           418              35 758         

b. 3 696           16 978         4 677           7 699           2 493           378              35 921         

c. 5 445           34 049         11 163         17 989         5 649           743              75 038         

d. 5 596           34 851         11 322         17 342         5 718           677              75 506         

e. 0.51             1.04             1.42             1.26             1.29             0.78             1.10             

f. 7 875           4 926           4 123           2 304           1 983           1 330           4 321           

g. 5 201           2 400           1 703           1 023           864              743              2 055           

h. 91% 83% 89% 84% 92% 73% 86%

i. 7% 8% 9% 12% 13% 11% 8%

j. 7% 7% 7% 7% 7% 7% 7%

k. 4 739           2 214           1 520           929              794              546              1 880           

l. 360              208              155              134              114              84                186              

m. 63                49                39                30                34                30                43                

n. 56% 30% 17% 6% 10% 1% 22%

o. 70% 49% 32% 13% 16% 0% 37%

Relevant healthcare expenditure per 
average beneficiary per month

Number of members at the end of 
the accounting period

Average number of members for the 
accounting period

Number of beneficiaries at the end 
of the accounting period

Average number of beneficiaries for 
the accounting period

Relevant non-healthcare 
expenditure as a percentage of 
gross contribution

Return on investments as a 
percentage of investments

Average age per beneficiary

Dependant ratio at year end

Average net contribution per 
member per month

Average net contributions per 
beneficiary per month

Relevant healthcare expenditure as  
a percentage of gross contribution

Pensioners ratio

Chronic profile

2016

8

Non-healthcare expenditure per 
average beneficiary per month



KEYHEALTH MEDICAL SCHEME

REPORT OF THE BOARD OF TRUSTEES
for the year ended 31 December 2016

5. REVIEW OF THE ACCOUNTING PERIOD’S ACTIVITIES - (continued)

5.1 Operational statistics per benefit option

Platinum Gold Silver Equilibrium Essence Origin Scheme

a. 4 002           17 598         4 760           6 741           2 600           326              36 027         

b. 4 087           17 867         4 859           6 240           2 439           309              35 801         

c. 6 195           36 859         11 400         15 172         5 961           623              76 210         

d. 6 360           37 559         11 675         13 958         5 584           588              75 724         

e. 0.55             1.09             1.39             1.25             1.29             0.91             1.12             

f. 7 230           4 441           3 734           2 058           1 814           1 326           4 042           

g. 4 646           2 113           1 554           920              792              697              1 911           

h. 92% 85% 91% 92% 101% 75% 88%

i. 7% 8% 9% 13% 14% 11% 9%

j. 4% 4% 4% 4% 4% 4% 4%

k. 4 288           1 984           1 421           909              803              524              1 794           

l. 326              190               146              125              109              79                176               

m. 61                47                39                29                33                27                42                

n. 50% 25% 16% 7% 9% 0% 21%

o. 69% 48% 33% 16% 16% 0% 33%

Number of beneficiaries at the end 
of the accounting period

Average number of beneficiaries for 
the accounting period

Dependant ratio at year end

Average net contribution per 
member per month

Average number of members for the 
accounting period

2015

Number of members at the end of 
the accounting period

Average net contributions per 
beneficiary per month

Relevant healthcare expenditure as  
a percentage of gross contribution

Relevant non-healthcare 
expenditure as a percentage of 
gross contribution

Return on investments as a 
percentage of investments

Relevant healthcare expenditure per 
average beneficiary per month
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Non-healthcare expenditure per 
average beneficiary per month

Average age per beneficiary

Pensioners ratio

Chronic profile



 

KEYHEALTH MEDICAL SCHEME

REPORT OF THE BOARD OF TRUSTEES
for the year ended 31 December 2016

5. REVIEW OF THE ACCOUNTING PERIOD’S ACTIVITIES - (continued)

5.1 Operational statistics for the Scheme

Average accumulated funds per member (in Rand)
Breakdown of total amount paid to administrator
 -  Administration fees
 -  Accredited managed care
 -  Printing, Stationery, Salary, Consultancy and Telephone Expenses
 -  Rental
 -  Marketing
 -  Other distribution expenses 343              

Return on investments as percentage of investments

5.2 Results of operations

5.3 Broker service fees

 

5.4 Provision for post retirement medical benefits

The Scheme compensates brokers in accordance with its rules and provision of the Medical Schemes Act (131 of 1998) as amended and 
the regulations thereto.

The Scheme concluded broker agreements with various brokers for the introduction and retention of members.  These agreements comply 
with relevant legislation.

The total cost of the brokerage fee for 2016 amounted to R20 083 000 (2015: R20 806 000).

The Scheme did not deviate from the prescription of legislation regarding  the payment of commission.

The actuaries calculated a transitional liability of R3 204 000  (2015: R2 993 000) and consider it to be sufficient.  The increase in the 
liability of R211 000 (2015: (R388 000)) was recognised in the  statement of comprehensive income for the year under review.

86 710                                
20 331                                

271                                     
152                                     

7%

2016

R’000

The results of the Scheme are set out in the annual financial statements and the Trustees believe that no further clarification is required.

19 040                                 

142                                      

-                                          
126                                      -                                          
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17 340                                17 091                                 

2015

424                                      

4%

R’000

80 567                                 



KEYHEALTH MEDICAL SCHEME

REPORT OF THE BOARD OF TRUSTEES
for the year ended 31 December 2016

5. REVIEW OF THE ACCOUNTING PERIOD’S ACTIVITIES - (continued)

2016 2015
R’000 R’000

5.5 Solvency Ratio

Total Members’ Funds and reserves per the statement of financial position 647 810       613 307       
Less:

(31 102)        (2 852)          

616 708       610 455       

Gross contributions 1 990 271    1 854 341    

Accumulated funds ratio 31.0% 32.9%

5.6 Outstanding claims

5.7 Reserve accounts

6. ACTUARIAL VALUATION

7. EVENTS AFTER STATEMENT OF FINANCIAL POSITION DATE

8. INVESTMENTS IN AND LOANS TO PARTICIPATING EMPLOYERS OF THE SCHEME

9. RELATED PARTY TRANSACTIONS

10. AUDIT COMMITTEE

Movements in the reserves are set out in the statement of changes in Funds and Reserves. There have been no unusual movements that 
the Trustees believe should be brought to the attention of the members of the Scheme.
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Accumulated funds per Regulation 29 of the Medical Schemes Act, 131 of 1998 as amended

Cumulative net gains on re-measurement to fair value of financial instruments and investment
properties included in the accumulated funds and revaluation reserve

No significant subsequent events have taken place since the statement of financial position date to the date of this report.

The Scheme holds no direct investments and/or loans in participating employers of the Scheme or other related parties.

Related party transactions are disclosed in note 25 to the annual financial statements.

The Audit Committee was established in accordance with the provisions of the Medical Schemes Act of 1998 and is guided by the approved 
Audit Committee Charter.  The Audit Committee consists of five members, of which two are members of the Board of Trustees.  The other three 
members, including the Chairperson and the Deputy Chairperson, are not trustees/officers of the Scheme.  The Audit Committee met 4 times 
during 2016 (4 times during 2015).

The Chairperson of the Scheme, the Principal Officer, the internal and external auditors have unrestricted access to the Chairperson of the Audit 
Committee.

The Scheme makes use of actuaries on a continued basis, for the pricing and monitoring of the various options as well as the review of the post 
retirement medical benefit liability as discussed in point 5.4.

The basis for calculation of the outstanding claims provision is discussed in note 11 to the annual financial statements and is consistent 
with the prior year. Movements in the outstanding claims provision are set out in note 11 to the annual financial statements. There have 
been no unusual movements that the trustees believe should be brought to the attention of the members of the Scheme. 



KEYHEALTH MEDICAL SCHEME

REPORT OF THE BOARD OF TRUSTEES
for the year ended 31 December 2016

10. AUDIT COMMITTEE - (continued)

Audit Committee Members in office 

BG Fourie (Chairperson) Independent member
A van den Berg (Deputy Chairperson) Independent member
JH Wagener Independent member
JH Grobbelaar Trustee 
P Bennett Trustee 

11. INTERNAL AUDIT

12. GUARANTEES RECEIVED BY THE SCHEME FROM A THIRD PARTY

Not applicable to the Scheme.
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The Audit Committee is satisfied that the Scheme has optimised the assurance coverage obtained by management, internal and external 
assurance provided in accordance with an appropriate combined assurance model. 

In accordance with the provisions of the Act, the primary responsibility of the Committee is to assist the Board of Trustees in discharging its 
fiduciary duties as stipulated in the Act, relating to the Scheme’s accounting policies, internal control systems and financial reporting practice. 
The external auditors formally report to the Committee on critical findings arising from audit activities. 

During the 2016 financial year the scheme conducted its own internal audit function and reported to the Audit Committee. The internal audit 
function provides independent and objective assurance, primarily within internal control, over financial processes.



KEYHEALTH MEDICAL SCHEME

REPORT OF THE BOARD OF TRUSTEES
for the year ended 31 December 2016

13. MEETING ATTENDANCE

Individual

A B A B A B

Trustees:

Bennett P* 11                10                4                  4                  -                   -                   

Bouillon SG (Prof.) 11                11                -                   -                   3                  2                  

Deetlefs JP 11                10                -                   -                   -                   -                   

Gouws PJS 11                11                -                   -                   3                  3                  

Greyling JH 11                11                -                   -                   3                  3                  

Grobbelaar JH* 11                9                  4                  3                  -                   -                   

Kruger DPJ 11                10                -                   -                   3                  3                  

Mulder OJH 11                8                  -                   -                   -                   -                   

Sharman EP 11                8                  -                   -                   -                   -                   

Vermaak EW (Adv.) 11                11                -                   -                   -                   -                   

Young AD 11                11                -                   -                   -                   -                   

* KeyHealth Audit Committee Member - Trustees

Individual

A B

Audit Committee (Independent members):

Fourie BG 4                  3                  

van den Berg A 4                  4                  

Wagener JH 4                  4                  

Audit  
Committee

13

B - Actual number of meetings attended

Committee

A - Total possible number of meetings could have attended

Audit  
Committee

RemunerationBoard

The following schedule sets out the Board of Trustee and sub-committee meeting attendances. Trustee remuneration is disclosed in note 31 to 
the annual financial statements.

A - Total possible number of meetings could have attended
B - Actual number of meetings attended

meetings



KEYHEALTH MEDICAL SCHEME

REPORT OF THE BOARD OF TRUSTEES
for the year ended 31 December 2016

14. NON-COMPLIANCE WITH MEDICAL SCHEMES ACT 131 OF 1998 AND REGULATIONS 

14.1 Sustainability of benefit options

 • Continuing to allow for reasonable increases of the right profile members;
 •

 • Improving the overall membership profile of the Scheme;
 • Reducing claims expenses of the Scheme through effective case management; and
 • Implementation of an investment policy to improve the return on investments.

14.2 Contributions received three days after payment becomes due

Section 26(7), of the Medical Schemes Act, stipulates the following:

14.3 PMB paid out of savings

During testing it was identified that R 23 250 worth of PMB claims were paid from savings.
These instances will be investigated and corrected accordingly.
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Processes are in place to ensure that groups paying in arrears groups are monitored closely, so as to minimise any potential financial 
losses to the Scheme.

In terms of Section 33(2) of the Medical Schemes Act 131 of 1998, as amended, each option shall be self-supporting in terms of 
membership and financial performance. The Gold, Equilibrium and Essence benefit options were not self-substaining during 2016 based on 
net results.

The Scheme appointed actuaries are actively involved in the annual design and continued monitoring of the Scheme's benefit options. The 
benefit design changes were derived with the following in mind;

Redesigning benefits options in order to influence claims patterns and subsequently increase the solvency levels and competitiveness 
of the Scheme;

“All subscriptions or contributions shall be paid directly to a medical scheme not later than three days after payment thereof becoming due.”

Contributions of members belonging to certain employer groups will,  once the contributions received are allocated to the specific member 
records, be suspended if not received. It is also the policy of some of these groups to only pay their contributions on the 7th of the month, 
following the month that payment is due. Provision 13.5.2.1 of the Scheme Rules requires that these members should only be suspended 
after 30 days of the contributions becoming due.

The majority of the Scheme's employer group business is with Local Authorities. The SALGBC (South African Local Government 
Bargaining Council) resolved that contributions for employees in Local Government be paid in arrears and confirmed this by including it as 
part of the accreditation requirement for participating medical schemes. This decision and the tendency to pay contributions only by the 7th 
of a month resulted in a major portion of the Scheme’s monthly contributions, from the various Local Authorities, being received outside the 
time limit as set out in the Act.

In terms of Regulation 10(6) of the Medical Schemes Act 131 of 1998, as amended requires that monies in medical savings accounts 
should not be used to fund PMBs.



KEYHEALTH MEDICAL SCHEME

STATEMENT OF RESPONSIBILITY BY THE BOARD OF TRUSTEES
for the year ended 31 December 2016

_________________________ _________________________
CHAIRMAN TRUSTEE

20 April 2017

The going concern basis has been adopted in preparing the financial statements.  The Board of Trustees have no reason to believe that the Scheme 
will not be a going concern in the foreseeable future, based on forecasts and available cash resources.  These financial statements support the 
viability of the Scheme.

The Scheme’s external auditors, Deloitte & Touche, have audited the financial statements, and their report is presented on pages 17 to 20.

The financial statements were approved by the Board of Trustees on 20 April 2017 and are signed on its behalf by:
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The Scheme operates in a well-established and controlled environment, which is well documented and regularly reviewed.  This incorporates risk 
management and internal control procedures, which are designed to provide reasonable, but not absolute, assurance that assets are safeguarded 
and the risks facing the business are being controlled.

The Board of Trustees is responsible for the preparation, integrity, and fair presentation of the financial statements of KeyHealth Medical Scheme.  
The financial statements presented on pages 19 to 73 have been prepared in accordance with International Financial Reporting Standards (IFRS) 
and the requirements of the Medical Schemes Act 131 of 1998 and include amounts based on judgements and estimates made by management.

The Board of Trustees considers that in preparing the financial statements, they have used the most appropriate accounting policies, consistently 
applied and supported by reasonable and prudent judgements and estimates.

The Board of Trustees is satisfied that the information contained in the financial statements fairly presents the results of operations for the year and 
the financial position of the Scheme at year-end.  The Trustees also prepared the other information included in the annual report and are responsible 
for both its accuracy and its consistency with the financial statements.

The Board of Trustees has the responsibility to ensure that accounting records are kept.  The accounting records should disclose with reasonable 
accuracy the financial position of the Scheme, to enable the Trustees to ensure that the financial statements comply with the relevant legislation.



 

KEYHEALTH MEDICAL SCHEME

STATEMENT OF CORPORATE GOVERNANCE BY THE BOARD OF TRUSTEES
for the year ended 31 December 2016

BOARD OF TRUSTEES

INTERNAL CONTROL

________________________ ________________________ ________________________
CHAIRMAN TRUSTEE PRINCIPAL OFFICER
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The Scheme is committed to the principles and practice of fairness, openness, integrity and accountability in all dealings with its stakeholders. The 
Trustees were nominated and elected by the members of the Scheme.

The Board of Trustees meets regularly and monitor the performance of the Administrator.  It addresses a range of key issues and ensures that 
discussion of items of policy, strategy and performance is critical, informed and constructive.

All members of the Board of Trustees have access to the advice and services of the Principal Officer and, where appropriate, may request the 
Principal Officer to seek independent professional advice at the expense of the Scheme.

The Administrator of the Scheme maintains internal controls and systems designed to provide reasonable assurance as to the integrity and reliability 
of the financial statements and to safeguard, verify and maintain accountability for its assets adequately.  Such controls are based on established 
policies and procedures and are implemented by trained personnel with the appropriate segregation of duties.

No event or item has come to the attention of the Board of Trustees that indicates any material breakdown in the functioning of the key internal 
controls and systems during the year under review.











 

KEYHEALTH MEDICAL SCHEME

STATEMENT OF FINANCIAL POSITION
at 31 December 2016

2016 2015
Notes R’000 R’000

ASSETS

Non-current assets 641 575         603 253          

Property, plant and equipment 2 19 486           18 580            
Available-for-sale financial assets 6 548 745         511 825          

5 73 344           72 848            

Current assets 290 225         240 850          

3 -                     -                      
Trade and other receivables 4 117 899         88 531            
Cash and cash equivalents 8 172 326         152 319          

Scheme 111 750         93 468            
Personal medical savings account trust monies invested 60 576           58 851            

Total assets 931 800         844 103          

FUNDS, RESERVES AND LIABILITIES

Accumulated funds 620 055         615 731          

Revaluation reserve 27 755           (2 424)            

Non-current liabilities 3 204             2 993              

Post employment medical benefits 12 3 204             2 993              

Current liabilities 280 786         227 803          

Savings plan liability 9 66 801           63 593            
Trade and other payables 10 151 805         94 060            
Outstanding claims provision 11 62 180           70 150            

Total funds and liabilities 931 800         844 103          

21

Financial assets at fair value through profit or loss

Held-to-maturity investments



 
KEYHEALTH MEDICAL SCHEME

STATEMENT OF COMPREHENSIVE INCOME
for the year ended 31 December 2016

Notes 2016 2015
R’000 R’000

Risk contribution income  13       1 862 392        1 736 617 

Relevant healthcare expenditure      (1 703 105)       (1 630 110)

Net claims incurred  14      (1 675 260)       (1 600 304)

Claims incurred      (1 680 360)       (1 605 138)
Third party recovery              5 100               4 834 

Accredited managed healthcare services (no transfer of risk)  16           (23 306)            (22 030)

 15             (4 539)              (7 776)

Risk transfer arrangement fees           (74 390)            (73 808)
Recoveries from risk transfer arrangements            69 876             66 649 

                 (25)                 (617)

Gross healthcare result          159 287           106 507 

 16           (10 968)            (10 237)

Broker service fees  17           (20 083)            (20 806)
Administration expenditure  18         (135 072)          (127 353)
Net impairment loss on healthcare receivables  19             (2 320)              (1 549)

Net healthcare results             (9 156)            (53 438)

Investment income  20            18 301             19 057 

Scheme            14 377             15 857 
Return on personal medical savings account trust monies invested              3 924               3 200 

Other income  22                    24                  152 
Asset management fees             (2 856)              (3 293)

 21              1 935             75 156 
Interest paid on savings account balances             (3 924)              (3 200)

Net profit for the year 4 324             34 434            

Other comprehensive income/(loss)            30 179            (60 725)

2                 835                 (297)
6            29 344            (60 428)

Total comprehensive income/(loss) for the year            34 503            (26 291)

Land and buildings revaluation

22

Net expense on risk transfer arrangements

Net fair value gains on financial assets

Fair value adjustment on available-for-sale investments

Profit/(deficit) sharing arising from risk transfer arrangements

Administration expenditure: Benefit management services (not 
accredited managed care)



 
KEYHEALTH MEDICAL SCHEME

 STATEMENT OF CHANGES IN FUNDS AND RESERVES
for the year ended 31 December 2016

Accumulated 
Funds

Market to 
Market 

Reserve

Revaluation 
reserve: 

Buildings

Total funds 
and reserves

            R’000               R’000             R’000              R’000   

Balance as at 581 297           53 992             4 309             639 598          
31 December 2014

-                       (60 428)            -                     (60 428)          
-                       -                       (297)               (297)                

Net profit for the year 34 434             -                       -                     34 434            

Balance as at
31 December 2015 615 731           (6 436)              4 012             613 307          

-                       29 344             -                     29 344            
-                       -                       835                835                 

Net profit for the year 4 324               -                       -                     4 324              

Balance as at 
31 December 2016 620 055 22 908                          4 847 647 810

Fair value movement on available-for-sale (Refer note 6)
Revaluation on land and building (Refer note 2)

Fair value movement on available-for-sale (Refer note 6)
Revaluation on land and building (Refer note 2)
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KEYHEALTH MEDICAL SCHEME

 STATEMENT OF CASH FLOWS
for the year ended 31 December 2016

2016 2015
Notes R’000 R’000

Cash flows from operating activities
Cash received from members       1 838 877        1 748 699 
Cash payments to suppliers and employees      (1 826 369)       (1 784 296)

Cash generated by operations 24            12 508            (35 597)
Investment income 20            18 301             19 057 

Scheme            14 377             15 857 
Return on personal medical savings account trust monies invested              3 924               3 200 

Other income 22                      -                    61 
Interest paid on member's personal medical savings account trust monies             (3 924)              (3 200)
Investment costs             (2 857)              (3 293)

Net cash generated/(utilised) by operating activities            24 028            (22 972)

Cash flows from investment activities

Net acquisitions of property, plant and equipment             (1 089)              (1 105)
Proceeds from disposal of fixed assets                      1                  161 
Purchase of financial assets           (56 850)          (397 760)
Proceeds from sale of financial assets            50 712           442 338 

            (7 226)             43 634 

Cash flows from financing activities

Increase in savings plan liability              3 206               1 093 

Net cash generated by financing activities              3 206               1 093 

Net cash and cash equivalents            20 007             21 755 

Cash and cash equivalents at beginning of year          152 319           130 564 

8          172 326           152 319 

Cash and cash equivalents at end of year 172 326         152 319          

Scheme 111 750         93 468            
Personal medical savings account trust monies invested 60 576           58 851            

Net cash (utilised)/generated in investment activities

Cash and cash equivalents at end of year
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KEYHEALTH MEDICAL SCHEME

NOTES TO THE  ANNUAL FINANCIAL STATEMENTS
for the year ended 31 December 2016

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

1.1 Basis of preparation

Original issue 1 January 2016

The preparation of financial statements in conformity with IFRS requires the use of certain critical accounting estimates. It also 
requires management to exercise its judgement in the process of applying the Scheme’s accounting policies. The areas involving 
a higher degree of judgement or complexity, or areas where assumptions and estimates are significant to the  financial 
statements, are disclosed in note 27.

(a) Critical judgements

The annual financial statements have been prepared in accordance with International Financial Reporting Standards (“IFRS”) and
in the manner required by the Medical Schemes Act. IFRS comprise of International Financial Reporting Standards, International
Accounting Standards and Interpretations originated by the International Financial Reporting Interpretations Committee (IFRIC) or
the former Standing Interpretations Committee (SIC). The standards referred to are set by the International Accounting Standards
Board (IASB).

The principle accounting policies applied in the preparation of these financial statements are set out below. These policies have been
consistently applied to all the years presented, unless otherwise stated.

(b) New standards, amendments and interpretations effective in 2016 but not relevant to the Scheme

Standard Details of amendment Effective date

IAS 27: Separate Financial Statements Amendments relating to equity method in separate financial 
statements

1 January 2016

IFRS 12: Disclosure of Interest in Other 
Entities

Amendments related to the application of the investment entities 
exceptions

1 January 2016

IFRS 11: Joint Arrangements Amendment requirer of an interest in a joint operation in which the 
activity constitutes a business, as defined in IFRS 3 Business 
Combinations, to apply all of the principals on business 
combinations accounting in IFRS 3

1 January 2016

IFRS 10: Consolidated Financial Stements Amendments related to the application of the investment entities 
exceptions

1 January 2016
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IAS 34: Interim Financial Reporting Amendments resulting from 2012-2014 Annual Improvements 
Cycle

1 January 2016

IAS 14: Regulatory Deferral Accounts 

IAS 28: Investments in Associates and 
Joint Ventures

Amendments related to the application of the investment entities 
exceptions

1 January 2016

IAS 38: Intangable Assets

IAS 41: Agriculture

IAS 16: Property, Plant and Equipment

IAS 19: Employee Benefits

Amendments resulting from clarification of acceptable methods of 
depreciation and amortisation (Amendments to IAS 16 and IAS 38)

Amendments to include 'bearer plants' within the scope of IAS 16 
rather than IAS 41

 Amendments to include 'bearer plants' within the scope of IAS 16 
rather than IAS 41

Amendments resulting from 2012-2014 Annual Improvements 
Cycle

1 January 2016

1 January 2016

1 January 2016

1 January 2016



KEYHEALTH MEDICAL SCHEME

NOTES TO THE  ANNUAL FINANCIAL STATEMENTS
for the year ended 31 December 2016

1.1 Basis of preparation - (continued)

Amendments resulting from 2012-2014 Annual Improvements 
Cycle

1 January 2016

1 January 2018IFRS 1: First-time Adoption of International 
Financial Reporting Standards

Amendments resulting from 2014-2016 Annual Improvements 
Cycle

Standard
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IFRS 15: Revenue from contracts with 
customers

Clarifications to IFRS 15 1 January 2018

IFRS 15: Revenue from contracts with 
customers

Amendment to defer the effective date to 1 January 2018 1 January 2018

IFRS 9: Financial Instruments Reissue of a complete standard with all the chapters incorporated 1 January 2018

1 January 2016

IAS 7: Cash Flow Statement Amendments as result of the Disclosure initiative 1 January 2017

IFRS 15: Revenue from contracts with 
customers

Original issue 1 January 2017

Effective date

Amendments resulting from September 2014 Annual Improvements 
to IFRSs

(d) Standards, amendments and interpretations not yet effective but relevant to the Scheme

Certain new accounting standards, amendments and IFRIC interpretations have been published that are mandatory for accounting
periods beginning on or after 1 January 2016 and are relevant to the Scheme but the Scheme has not early adopted them. These
standards are set out below:

Details of amendment

IFRS 7: Financial Instruments: Disclosures

(c) New standards, amendments and interpretations effective in 2016 and relevant to the Scheme

Standard Details of amendment Effective date
IFRS 1: First-time Adoption of International 
Financial Reporting Standards

IFRS 16: Leases Original issue 1 January 2019
IFRS for SMEs Amendments as the result of the first comprehensive review 1 January 2017
IAS 12: Income Taxes Amendments regarding the recognition of deferred tax assets for 

Amendment applying IFRS 9 Financial Instruments with IFRS 4 
Insurance Contracts

1 January 2017

IFRS 12: Disclosure of Interests in Other 
Entities

Amendments resulting from 2014-2016 Annual Improvements 
Cycle

1 January 2017

1 January 2017
IAS 28: Investments in Associates and 
Joint Ventures

Amendments resulting from 2014-2016 Annual Improvements 
Cycle

1 January 2018

IAS 40: Investment Property Amendments clarifies the requirements on transfers to, or from, 
investment property

1 January 2018

IFRIC 22 Foreign Currency Transactions Original issue 1 January 2018

(e) New standards, amendments and interpretations not yet effective and not relevant to the Scheme or not expected to have a 
material impact on the Scheme

IFRS 2: Share-based Payment Amendment classification and Measurement of Share-based 
Payment Transactions 

1 January 2017

IFRS 4: Insurance Contracts



KEYHEALTH MEDICAL SCHEME

NOTES TO THE  ANNUAL FINANCIAL STATEMENTS
for the year ended 31 December 2016

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (continued)

1.2 Property, plant and equipment 

The estimated maximum useful lives of items of moveable and immovable assets are:

Buildings 20 years
Computer equipment 2 - 3 years
Office equipment 6 years
Furniture 10 years
Vehicles 5 years

1.3

Gains and losses on the disposal of office furniture and equipment are determined by comparing the proceeds received with the
carrying amount of the relevant asset.  These are included in the statement of comprehensive income as part of other income.

Impairment of non-financial assets

When revalued assets are sold, the amounts included in other reserves are transferred to accumulated funds.

The assets’ residual values and useful lives are reviewed, and adjusted if appropriate, at each statement of financial position date.  

An asset’s carrying amount is written down immediately to its recoverable amount if the asset’s carrying amount is greater than its 
estimated recoverable amount.

Land and buildings comprise mainly of offices and are shown at fair value, based on annual valuations performed by external
independent valuers. The gross carrying amount of the assets restated to the revalued amount of the asset, less subsequent
depreciation for buildings. Any accumulated depreciation at the date of revaluation is eliminated against the gross carrying amount
of the asset, and the net amount is restated to the revalued amount of the asset. All other property, plant and equipment is stated
at historical cost less depreciation. 

Land is not depreciated. Depreciation on other assets is calculated using the straight-line method to allocate their cost over their 
estimated useful lives as follows:

Office furniture and equipment are stated at historical cost less accumulated depreciation and impairment losses. Historical cost
includes expenditure that is directly attributable to the acquisition of the items. Subsequent costs are included in the asset’s
carrying amount when it is probable that future economic benefits associated with the asset will flow to the Scheme and the cost of
the item can be measured reliably. Repairs and maintenance, which neither materially add to the value of assets nor appreciably
prolong their useful lives, are recognised as expenses in the statement of comprehensive income.

Assets that are subject to depreciation are reviewed for impairment whenever events or changes in circumstances indicate that
the carrying amount may not be recoverable. An impairment loss is recognised for the amount by which the asset’s carrying
amount exceeds its recoverable amount. The recoverable amount is the higher of an asset’s fair value less costs to sell and value
in use. For the purposes of assessing impairment, assets are grouped at the lowest levels for which there are separately
identifiable cash flows (cash-generating units). Non-financial assets that suffered an impairment are reviewed for possible reversal
of the impairment at each reporting date.
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Increases in the carrying amount arising on revaluation of land and buildings are credited to revaluation reserves directly in equity.
Decreases that offset previous increases of the same asset are charged against revaluation reserves directly in equity; all other
decreases are charged to the statement of comprehensive income.



KEYHEALTH MEDICAL SCHEME

NOTES TO THE  ANNUAL FINANCIAL STATEMENTS
for the year ended 31 December 2016

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (continued)

1.4 Financial assets

1.4.1 Classification

(b) Financial assets at fair- value-through profit- and-loss

(c) Held-to-maturity financial assets

(d) Available-for-sale financial assets

1.4.2 Recognition and measurement

Regular purchases and sales of financial assets are recognised on the trade-date – the date on which the Scheme commits to
purchase or sell the asset. Investments are initially recognised at fair value plus transaction costs for all financial assets not
carried at fair value through profit or loss. Financial assets carried at fair value through profit or loss are initially recognised at fair
value, and transaction costs are expensed in the statement of comprehensive income. Financial assets are derecognised when
the rights to receive cash flows from the investments have expired or have been transferred and the Scheme has transferred
substantially all risks and rewards of ownership.

The Scheme classifies its financial assets into the following categories: Loans and receivables, held-to-maturity, available-for-sale
and at fair value through profit or loss. The classification depends on the purpose for which the financial assets were acquired.
The Scheme determines the classification of its financial assets at initial recognition. 

Loans and receivables and held to maturity financial assets are subsequently carried at amortised cost using the effective interest
method less provision for impairment. A provision for impairment of such financial assets is established when there is objective
evidence that the Scheme will not be able to collect all amounts due according to their original terms. If the Scheme were to sell
other than an insignificant amount of held-to-maturity financial assets, the whole category would be tainted and reclassified as
available-for-sale. Available-for-sale financial assets and financial assets at fair value through profit or loss are subsequently
carried at fair value.

Available-for-sale financial assets are non-derivatives that are either designated in this category or not classified in any of the
other categories. They are included in non-current assets unless the investment matures or management intends to dispose
of it within 12 months of the end of the reporting period.

(a) Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in an active
market. They are included in current assets, except for maturities greater than 12 months after statement of financial position
date. These are classified as non-current assets. The Schemes loans and receivables comprise trade and other receivables
and cash and cash equivalents in the statement of financial position. 

Held-to-maturity financial assets are non-derivative financial assets with fixed or determinable payments and fixed maturities
other than those that meet the definition of loans and receivables that the Scheme’s management has the positive intention
and ability to hold to maturity. Held-to-maturity financial assets are included in non-current assets, except for those maturities
less than 12 months from the statement of financial position date, which are classified as current assets.

This category has two sub-categories: ‘Financial assets held for trading’, and those designated at fair value-through-profit-or-
loss at inception. A financial asset is classified in this category if acquired principally for the purpose of selling in the short
term if it forms part of a portfolio of financial assets in which there is evidence of short-term profit making or if so designated
by management. Financial assets at fair-value-through profit-and-loss are included in non-current assets, except for those
maturities less than 12 months from the statement of financial position date, which are classified as current assets.
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KEYHEALTH MEDICAL SCHEME

NOTES TO THE  ANNUAL FINANCIAL STATEMENTS
for the year ended 31 December 2016

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (continued)

1.4 Financial assets - (continued)

1.4.2 Recognition and measurement - (continued)

1.5 Financial liabilities

The Scheme's financial liabilities comprise trade payables and members' savings accounts (refer to note 1.11(d)).

1.6 Trade payables

1.7 Cash and cash equivalents

Cash and cash equivalents include cash on hand, deposits held on call with banks, other short-term highly liquid investments with
original maturities of three months or less that is readily convertible to a known amount of cash and is subject to insignificant risk
of change in value.
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1.4.4 Offsetting of financial instruments

Gains or losses arising from changes in the fair value of the ‘financial assets at fair value through profit or loss’ category are
presented in the statement of comprehensive income within ‘Net fair value gains on financial assets’ in the period in which they
arise. Realised dividend and interest income from financial assets at fair value through profit or loss and available for sale
investments are recognised in the statement of comprehensive income as part of investment income when the Scheme’s right to
receive payments is established e.g. date of declaration of unit trust distribution.

1.4.3 Derecognition of financial assets

Financial assets are derecognised when the right to receive cash flows from the financial assets have expired or have been
transferred and the Scheme has transferred substantially all risks and rewards of ownership.

Where a legally enforceable right of offset exists for recognised financial assets and financial liabilities, and there is an intention to
settle the liability and realise the asset simultaneously or to settle on a net basis, all related financial effects are offset.

Changes in the fair value of monetary and non-monetary securities classified as available-for-sale are recognised in other
comprehensive income. When securities classified as available-for-sale are sold, the accumulated fair value adjustments
recognised in equity are included in the statement of comprehensive income as ‘Net fair value gains on financial assets’.

Financial liabilities are initially recognised at fair value net of transaction costs incurred. After initial recognition, financial liabilities
are measured at amortised cost using the effective interest rate. In addition, the Scheme is not permitted to borrow in terms of
section 35(6)(3) of the Medical Schemes Act of 131 of 1998, as amended. The Scheme therefore has no long-term financial
liabilities. As a result, no fair value adjustments arise.

Trade payables are recognised initially at fair value and subsequently measured at amortised cost using the effective interest rate
method. 



KEYHEALTH MEDICAL SCHEME

NOTES TO THE  ANNUAL FINANCIAL STATEMENTS
for the year ended 31 December 2016

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (continued)

1.8 Impairment of financial assets 

 • Significant difficulty of service provider or member debtors;
 •
 • Default or delinquency in payments due by service providers and other debtors;
 • The absence of an active market for that financial asset due to financial difficulties;
 •

- Adverse changes in the payment status of members of the Scheme; or
- National or local economic conditions that correlate with non-payment of member contributions.

The Scheme first assesses whether objective evidence of impairment exists.

1.9 Provisions

Please refer to note 1.11(e) for treatment of the outstanding claims provision.

1.10 Employee benefits

(a) Post-retirement health benefit

Where there are a number of similar obligations, the likelihood that an outflow will be required in settlement is determined by
considering the class of obligations as a whole. A provision is recognised even if the likelihood of an outflow with respect to any
one item included in the same class of obligations may be small.

Observable data indicating that there is a measurable decrease in the estimated future cash flow from other Scheme assets
since the initial recognition of those assets, although the decrease cannot yet be identified with the individual financial asset;

If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be related objectively to an event
occurring after the impairment was recognised (such as an improvement in the debtor’s credit rating), the reversal of the
previously recognised impairment loss is recognised in the  statement of comprehensive income.
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The liability in respect of the post-retirement health benefit (defined benefit plan) recognised in the statement of financial position
is the present value of the defined benefit obligation less the fair value of the plan assets, together with adjustments for past-
service costs. The defined benefit obligation is calculated annually by independent actuaries using the projected unit credit
method. The present value of the defined benefit obligation is determined by discounting the estimate future cash outflows using
interest rates of high-quality corporate bonds that one denominated in the currency in which the benefits will be paid and have
terms to maturity approximating to the terms of the related post-retirement healthcare liability.

The Scheme provides post retirement health care benefits to its previously retired employees.  The entitlement to post-retirement 
health care benefits is conditional on the employee remaining in service up to retirement age and the completion of a minimum 
service period.  The expected costs of these benefits are accrued over the period of employment.

Provisions are recognised when the Scheme has a present legal or constructive obligation as a result of past events, and it is
more likely than not that an outflow of resources embodying economic benefits will be required to settle the obligation, and a
reliable estimate of the amount of the obligation can be made.

The Scheme assesses at the end of each reporting period whether there is objective evidence that a financial asset or group of
financial assets is impaired. A financial asset or a group of financial assets is impaired and impairment losses are incurred only if
there is objective evidence of impairment as a result of one or more events that occurred after the initial recognition of the asset (a
‘loss event’) and that loss event (or events) has an impact on the estimated future cash flows of the financial asset or group of
financial assets that can be reliably estimated.

The criteria that the Scheme uses to determine that there is objective evidence of an impairment loss include:

Breach of contract, such as non-payment of member contributions when due and if these remain unpaid for extended periods;

The amount of the loss is measured as the difference between the asset’s carrying amount and the present value of estimated
future cash flows (excluding future credit losses that have not been incurred) discounted at the financial asset’s original effective
interest rate. The asset’s carrying amount of the asset is reduced and the amount of the loss is recognised in the statement of
comprehensive income. If a loan or held-to-maturity investment has a variable interest rate, the discount rate for measuring any
impairment loss is the current effective interest rate determined under the contract. As a practical expedient, the Scheme may
measure impairment on the basis of an instrument’s fair value using an observable market price.



KEYHEALTH MEDICAL SCHEME

NOTES TO THE  ANNUAL FINANCIAL STATEMENTS
for the year ended 31 December 2016

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (continued)

1.10 Employee benefits - (continued)

(b) Leave pay accrual

The Scheme recognises in full the employee's rights to annual leave entitlement in respect of past service. 

(c)  Bonuses

Management and staff bonuses are recognised as an expense in staff cost.

(d) Defined contribution plans

1.11 Insurance contracts

(a) Risk contribution income

(b) Relevant healthcare expenditure

(c) Risk claims incurred

Actuarial gains and losses arising from experience adjustments and changes in actuarial assumptions are charged to profit and
loss.

Relevant healthcare expenditure consists of net claims incurred and net income or expense from risk transfer arrangements.

Contracts under which the Scheme accepts significant insurance risk from another party (the member) by agreeing to compensate
the member or other beneficiary if a specified uncertain future event (the insured event) adversely affects the member or other
beneficiary are classified as insurance contracts. The contracts issued compensate the Scheme’s members for healthcare
expenses incurred. 

Contributions on member insurance contracts are accounted for monthly when their collection in terms of the insurance contract is
reasonably certain. Risk contributions represent gross contributions after deduction of savings plan contributions. The earned
portion of risk contributions received is recognised as revenue. Risk contributions are earned from the date of attachment of risk,
over the indemnity period on a straight-line basis. Risk contributions are shown before the deduction of broker service fees and
other similar costs.

Risk claims incurred comprise the total estimated cost of all claims arising from healthcare events that have occurred in the year
and for which the Scheme is responsible, whether or not reported by the end of the year. Net risk claims incurred represent claims
incurred net of recoveries from members for co-payments and savings plan accounts and after taking into account recoveries from
third parties.

Past-service costs are recognised immediately in profit and loss. 

A defined contribution plan is a post-employment benefit plan under which an entity pays fixed contributions to a separate entity
and has no legal or constructive obligation to pay further amounts. Obligations for contributions to defined contribution plans are
recognised as an employee benefit expense in profit or loss in the periods during which related services are rendered by
employees. Prepaid contributions are recognised as an asset to the extent that a cash refund or a reduction in future payments is
available. Contributions to a defined contribution plan that are due more than 12 months after the end of the period in which the
employees render the service are discounted to their present value.

(d) Personal Medical Savings Accounts: trust monies managed by the scheme on behalf of its members (savings plan liability)

The savings plan liability represents plan contributions (deposit component of the insurance contracts), and accrued interest
thereon, net of any savings claims paid on behalf of members in terms of the scheme’s registered rules. The deposit component
has been unbundled since the Scheme can measure the deposit component separately and its accounting policies do not
otherwise require it to recognise all obligations and rights arising from the deposit component. The insurance component is
recognised in accordance with IFRS 4.
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KEYHEALTH MEDICAL SCHEME

NOTES TO THE  ANNUAL FINANCIAL STATEMENTS
for the year ended 31 December 2016

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (continued)

1.11 Insurance contracts - (continued)

(e) Outstanding risk claims provision

(f) Liabilities and related assets under the liability adequacy test

(g) Accredited managed healthcare services

(h) Allocation of income and expenditure to benefit options

32

The outstanding risk claims provision comprises of provisions for the Scheme’s estimate of the ultimate cost of settling all claims
incurred but not yet reported as at the statement of financial position date and related internal and external claims handling
expenses. Risk claims outstanding are determined as accurately as possible based on a number of factors, which include
previous experience in claims patterns, claims settlement patterns, changes in the nature and number of members according to
gender and age, trends in claims frequency, changes in the claims processing cycle, and variations in the nature and average cost
incurred per claim.

The remaining items are apportioned based on the number of members on each option.
• Other administration expenditure;
• Investment income;
• Other income; and
• Other expenditure.

The savings plan liability, i.e. deposit component is recognised in accordance with IAS 39 and is initially measured at fair value
and subsequently at amortised cost using the effective interest rate method. Savings plan contributions are credited on the
accrual basis and withdrawals on a cash basis, i.e. no provision is made for outstanding claims at year end.

The personal medical savings accounts are invested on behalf of members in deposits held at call and current accounts with
banks.

The Scheme does not discount its provision for outstanding risk claims, since the effect of the time value of money is not
considered to be material.

Advances on savings contributions are funded from the Scheme’s funds, and the risk of impairment is carried by the Scheme.

The following items are directly allocated to benefit options:
• Contribution income;
• Claims incurred;
• Net income/(expense) on risk transfer arrangement fees;
• Managed care: management services;
• Administration fees; and
• Broker fees.

These expenses represent amounts paid or payable for managing the utilisation, costs and quality of healthcare services to the
Scheme. These amounts are recognised as part of healthcare expenditure in the year incurred.

The liability for insurance contracts is tested for adequacy by discounting current estimates of all future contractual cash flows,
including related cash flows such as claims handling costs, and comparing this amount to the carrying value of the liability net of
any related assets (i.e. the value of business acquired). Where a shortfall is identified, an additional provision is made and the
Scheme recognises the deficiency in profit and loss for the year.    



KEYHEALTH MEDICAL SCHEME

NOTES TO THE  ANNUAL FINANCIAL STATEMENTS
for the year ended 31 December 2016

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued

1.11 Insurance contracts - continued

(i) Broker service fees

(j) Risk transfer arrangements

(k) Reimbursements from the Road Accident Fund (“RAF”)
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These expenses represent commission paid or payable to a broker in accordance with the Scheme's rules and is expensed as
incurred.

The Scheme grants assistance to its members in defraying expenditure incurred in connection with rendering of any relevant
health service. Such expenditure may be in connection with a claim that is also made to the RAF, administered in terms of the
Road Accident Fund Act No 56 of 1996 (the RAFA). If the member is reimbursed by the RAF, they are obliged contractually to
cede that payment to the Scheme to the extent that they have already been compensated.

A reimbursement from the RAF is a possible asset that arises from claims submitted to the RAF and whose existence will be
confirmed only by the occurrence or non-occurrence of one or more uncertain future events not wholly within the control of the
Scheme. The contingent assets are assessed continually to ensure that developments are appropriately reflected in the financial
statements. The recovery is recognised in income as a third party recovery when the amount is received. If an inflow of economic
benefits has become probable, an entity discloses the contingent asset. Amounts received from members in respect of
reimbursements from the RAF are recognised as a reduction of net claims incurred.

Assets relating to risk transfer arrangements include balances due under risk transfer arrangements for outstanding claims
provisions and claims reported not yet paid. Amounts recoverable under risk transfer arrangements are estimated in a manner
consistent with the outstanding claims provisions, claims reported not yet paid and settled claims associated with the risk transfer
arrangement.

Risk transfer premiums/fees are recognised as an expense over the indemnity period on a straight-line basis. If applicable, a
portion of risk transfer premiums/fees is treated as pre-payments.

Amounts recoverable under risk transfer arrangements are estimated in a manner consistent with the outstanding claims
provisions, claims reported not yet paid and settled claims associated with the risk transfer arrangement.

Risk transfer claims and benefits reimbursed are presented in the statement of comprehensive income and the statement of
financial position on a gross basis. Only contracts that give rise to a significant transfer of insurance risk are accounted for as
insurance.  Amounts recoverable under such contracts are recognised in the same year as the related claim.

Amounts recoverable under risk transfer arrangements are assessed for impairment at each year end. Such assets are deemed
impaired if there is objective evidence, as a result of an event that occurred after its initial recognition, that the Scheme may not
recover all amounts due and that the event has a reliably measurable impact on the amounts that the Scheme will receive under
the risk transfer arrangement.



KEYHEALTH MEDICAL SCHEME

NOTES TO THE  ANNUAL FINANCIAL STATEMENTS
for the year ended 31 December 2016

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued

1.12

(c) Dividend Income

1.13 Unallocated funds

1.14 Leases

Investment income comprises interest, rental income and dividend income on investments and cash and cash equivalents.

Unallocated funds arise on the receipt of unidentified deposits in favour of the Scheme. Unallocated funds that have legally
prescribed, that is funds older than three years, are written back and are included in the statement of comprehensive income.

Dividend income is recognised when the right to receive payment is established. 

Refer to note 1.11(a)

Revenue recognition

The Scheme recognises revenue when the amount of revenue can be reliably measured, it is probable that future economic
benefits will flow to the entity and when specific criteria have been met for each of the Scheme’s activities as described below.

(a) Contributions 

Interest is recognised based on the effective interest rate method, taking account of the principal outstanding and the effective rate
over the period to maturity, when it is determined that such income will accrue to the Scheme. Interest received on collective
investment scheme investments are accounted for when the right to payments has been established i.e. declaration of unit
distribution.

(b) Investment Income

Payments made under operating leases are recognised in profit and loss on a straight-line basis over the term of the lease. Lease
incentives received are recognised as an integral part of the total lease expense, over the term of the lease.
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KEYHEALTH MEDICAL SCHEME

NOTES TO THE  ANNUAL FINANCIAL STATEMENTS
for the year ended 31 December 2016

2. PROPERTY, PLANT AND EQUIPMENT

Land and 
Buildings

Computer 
equipment 

and software

Office 
equipment

Furniture and 
fittings

Vehicles Total

R’000 R’000 R’000 R’000 R'000 R’000
Year ended 31 December 2016

Cost

At 1 January 2016 16 400             1 910             1 858               609                  2 562             23 339            
Additions 165                  276                286                  28                    334                1 089              
Disposals -                       -                     -                       (1)                     -                     (1)                    
Revaluation 835                  -                     -                       -                       -                     835                 

At 31 December 2016 17 400             2 186             2 144               636                  2 896             25 262            

Accumulated depreciation

At 1 January 2016 -                       1 438             1 625               393                  1 303             4 759              
Depreciation charges* -                       262                131                  39                    586                1 019              
Disposals -                       -                     -                       (1)                     -                     (1)                    

At 31 December 2016 -                       1 700             1 756               431                  1 889             5 776              

Closing net book value 17 400             486                388                  205                  1 007             19 486            

Year ended 31 December 2015

Cost

At 1 January 2015 16 400             1 429             1 802               595                  2 514             22 740            
Additions 297                  511                56                    14                    226                1 104              
Disposals -                       (30)                -                       -                       (178)               (208)                
Revaluation (297)                 -                     -                       -                       -                     (297)                

At 31 December 2015 16 400             1 910             1 858               609                  2 562             23 339            

Accumulated depreciation

At 1 January 2015 -                       1 197             1 492               356                  891                3 936              
Depreciation charges* -                       266                133                  37                    520                956                 
Disposals -                       (25)                -                       -                       (108)               (133)                

At 31 December 2015 -                       1 438             1 625               393                  1 303             4 759              

Closing net book value 16 400             472                233                  216                  1 259             18 580            

* No depreciation charge in respect of land and buildings as the residual value is assessed as greater than carrying value.
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NOTES TO THE  ANNUAL FINANCIAL STATEMENTS
for the year ended 31 December 2016

2. PROPERTY, PLANT AND EQUIPMENT - (continued)

Land and buildings comprises of the following:

2016 2015
R’000 R’000

3. HELD-TO-MATURITY INVESTMENTS

Amortised cost at the beginning of the year 0                    19 142            
Additions -                     -                      
Disposals -                     (20 104)          
Interest -                     17                   
Unrealised gains -                     -                      
Realised gains -                     945                 

Amortised cost at the end of the year                      0                      0 
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The Scheme’s land and buildings were revalued on 31 December 2016 by an independent valuator (H.R. Liebenberg  - member of SA 
Institute of Valuers and SA Council for Valuers). The valuation method adopted was the Income Capitalisation Method. Valuations were 
made on the basis of recent market transactions at arm’s length terms. Revaluation surplus, if any, is credited to the revaluation reserve 
in the statement of changes in funds and reserves.

An office block at 86 Koranna Avenue (erf 1031) Doringkloof, Centurion.
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for the year ended 31 December 2016

2016 2015
R’000 R’000

4. TRADE AND OTHER RECEIVABLES

Insurance receivables

Contributions 108 769         83 047            

- Contributions outstanding 109 429         83 841            
- Less: Provision for impairment (660)               (794)                

Member and service provider 396                392                 

- Balance outstanding 13 324           11 243            
- Less: Provision for impairment (12 928)          (10 851)          

Risk transfer arrangement 2 874             2 616              

- Recoveries due (Refer Note 11) 2 874             2 616              
- Less: Provision for impairment -                     -                      
- Profit sharing -                     -                      

Savings plan accounts advance 3 774             1 151              

- Balance outstanding (Refer Note 9) 4 111             1 189              
- Less: Provision for impairment (337)               (38)                  

Total receivables arising from insurance contracts 115 813         87 206            

Loans and receivables
Sundry accounts receivable 2 086             1 325              

Total receivables arising from loans and receivables 2 086             1 325              

Total trade and receivables 117 899         88 531            
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The carrying amount of receivables approximate their fair value due to the short-term maturities of these assets. The estimated future 
cash flows were not discounted as the effect was immaterial. Interest is not charged on overdue accounts.
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2016 2015
R’000 R’000

5. FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS

Equity Linked note 37 892           37 848            
Inward listed warrant 35 452           35 000            

73 344           72 848            

 • 3.5 year growth investment linked to performance of the Swix Index
 • 100% principal protection to the Swix Index at maturity
 • Growth capped to 45.8%, 100% capital protection up to a 20% drop in index value
 • Issued by Investec Bank Limited
 • Index FTSE/JSE Shareholder Weighted Top40 Index ("Swix")
 • Investment matures 01 December 2017

Inward Listed Warrant
 • 5 year growth investment linked to an underlying basket of shares
 • Issued and guaranteed by BNP Paribas Arbitrage Issuance B.V
 •

 • Investment redemption date 8 July 2019

2016 2015
R’000 R’000

6. AVAILABLE-FOR-SALE FINANCIAL ASSETS

At 1 January 511 825         524 142          
Additions 48 268           386 329          
Disposals (48 268)          (419 329)        
Unrealised gains included in equity ("other comprehensive income") 29 344           (60 428)          
Profit on sale of assets 1 439             72 603            
Interest re-invested 6 319             8 222              
Dividends re-invested 2 049             2 579              
Rental income re-invested 213                613                 
Expenses - investment management costs (2 444)            (2 906)            

At 31 December 548 745         511 825          

Details of investments have been noted under note 30.
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Equity-linked note

Further detail of investments have been noted under note 29.

Conditional capital protection and a participation in the performance of the Underlying Basket up to a cap level as long as the 
TOP40 Index closes at or above its Knock-out Price, i.e. 70% of its initial level, on the Final valuation Date. If the TOP40 Index 
closes below its Knock-out Price on the Final Valuation Date, the conditional protection is terminated and the product will be 
redeemed by cash settlement at the official closing price of the TOP40 Index on the Redemption Valuation Date.
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7. FINANCIAL ASSETS PER CATEGORY

2016
Loans and 

Receivables

Fair value 
through the 

profit or loss
Available-for-

sale 
Held-to-
maturity

R’000 R’000 R'000 R’000
Assets as per statement of financial position
Available-for-sale financial assets -                       -                       548 745         -                      
Trade and other receivables excluding pre-payments 115 813           -                       -                     -                      
Financial assets at fair value through profit or loss -                       73 344             -                     -                      
Held-to-maturity -                       -                       -                     -                      
Cash and cash equivalents 172 326           -                       -                     -                      

Total 288 139           73 344             548 745         -                      

2015
Loans and 

Receivables

Fair value 
through the 

profit or loss
Available-for-

sale 
Held-to-
maturity

R’000 R’000 R'000 R’000
Assets as per statement of financial position
Available-for-sale financial assets -                       -                       511 825         -                      
Trade and other receivables excluding pre-payments 87 206             -                       -                     -                      
Financial assets at fair value through profit or loss -                       72 848             -                     -                      
Held-to-maturity -                       -                       -                     -                      
Cash and cash equivalents 152 319           -                       -                     -                      

Total 239 525           72 848             511 825         -                      

2016 2015
R’000 R’000

8. CASH AND CASH EQUIVALENTS

Call accounts 84 811           30 960            
Current accounts 26 934           62 504            
Cash on hand 5                    4                     
Savings call account 60 576           58 851            

172 326         152 319          
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The weighted average effective interest rate on call accounts was 6.63% (2015: 6%).  Call accounts have an average maturity of 15 
days (2015: 15 days). 

The average effective interest rate on current accounts is 3.9% (2015: 2.9%). Current accounts have an average maturity of 1 day (2015: 
1 day).

The carrying amounts of cash and cash equivalents approximate their fair values due to the short-term maturities of these assets.
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9. SAVINGS PLAN LIABILITY 2016 2015
R’000 R’000

Balance on savings plan liability at the beginning of the year 63 593           62 500            
Less:  Advances on savings plan accounts (1 189)            (1 258)            

Balance on savings plan liability at the beginning of the year 62 405           61 242            

Add: 127 879         117 724          

Interest earned on trust monies invested (Refer note 20) 3 924             3 200              
Savings recoveries 701                -                      
Claims paid on behalf of members (Refer note 14) (130 251)        (117 151)        
Refunds on death or resignation (1 938)            (2 505)            
Transfers to other schemes (50)                 (129)                
Transfers from other schemes 20                  23                   
Add:
Advances on savings plan accounts (Refer Note 4) 4 111             1 189              

Balance on savings liability at year end 66 801           63 593            

Interest is paid on the personal medical savings accounts monthly based on the effective interest rate method.

The carrying amount of the trust investment approximates its fair value due to the short terms maturities of these assets.

The personal medical savings accounts were invested on behalf of members in short term bank deposits as follows:

Savings call account 60 576           58 851            

60 576           58 851            

The difference between the savings cash balances and the savings liability is as a result of timing differences between transactions.

The savings plan liability (Gold and Equilibrium benefit options) contains a demand feature in terms of Regulation 10 of the Medical 
Schemes Act that any credit balance on a member’s personal medical savings account must be taken as a cash benefit when the 
member terminates his or her membership of the Scheme or benefit option and then enrols in another benefit option or medical scheme 
without a personal medical savings account or does not enrol in another medical scheme.

Savings plan account contributions received or receivable (Refer note 13)

Advances on personal medical savings accounts are funded by the Scheme and are included in trade and other receivables. The 
Scheme does not charge interest on advances on personal medical savings accounts.

The effective interest rate on short-term bank deposits was 6.6% (2015: 5.6%) and these deposits have an average maturity of 15 days. 

The carrying amount of the members' savings accounts was deemed to be equal to their fair values.
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2016 2015
R’000 R’000

10. TRADE AND OTHER PAYABLES

Insurance liabilities
Net contributions received in advance 15 819           13 656            
Reported claims not yet paid 58 264           5 109              

Total liabilities arising from insurance contracts 74 083           18 765            

Financial liabilities
Sundry accounts payable 2 528             4 949              
Unallocated deposits 74 310           69 840            
Provisions (leave pay) 884                506                 

Total arising from financial liabilities 77 722           75 295            

Total trade and other payables 151 805         94 060            

Reported claims not yet paid
Balance at the beginning of the year 5 109             3 547              
Movement 53 155           1 562              

Balance at the end of the year 58 264           5 109              
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2016 2015
R’000 R’000

11. OUTSTANDING CLAIMS PROVISION

Outstanding claims provision - not covered by risk transfer arrangements 59 306           67 534            
Outstanding claims provision - covered by risk transfer arrangements 2 874             2 616              

62 180           70 150            

Analysis of movements in outstanding claims

Balance at beginning of year 70 150           68 080            
Payments in respect of prior year (69 547)          (62 212)          

Over provision in prior year 603                5 868              

Adjustment for current year
- covered by risk transfer arrangements 1 659             636                 
- not covered by risk transfer arrangements 59 918           63 646            

Balance at end of year 62 180           70 150            

Analysis of outstanding claims provision 

Estimated gross claims 59 306           67 534            
Outstanding claims provision relating to risk transfer arrangement 2 874             2 616              

Balance at end of year 62 180           70 150            

Net exposure in respect of outstanding claims
Gross claims outstanding 62 180           70 150            
Less: estimated recoveries from risk transfer arrangements (Refer Note 4) (2 874)            (2 616)            

Net claims outstanding 59 306           67 534            

The liability adequacy test was performed and no additional provision was required.

There are some sources of uncertainty that need to be considered in the estimate of the liability that the Scheme will ultimately pay for 
claims made under insurance contracts.  Initial estimates are made relating to the best calculations on reported claims and derived as 
the claims process develops.  All estimates are revised and adjusted at year-end by management.

42



KEYHEALTH MEDICAL SCHEME

NOTES TO THE  ANNUAL FINANCIAL STATEMENTS
for the year ended 31 December 2016

11. OUTSTANDING CLAIMS PROVISION - (continued)

Process used to determine the assumption

 • Changes in processes that affect the  development/recording of claims paid and incurred;
 •

 •
 • Random fluctuations, including the impact of large losses.

Assumptions

Changes in composition of members and their dependants;  and

The process used to determine the assumptions is intended to result in neutral estimates of the most likely or expected outcome. The 
sources of data used as inputs for the assumptions are internal, and involve detailed studies that are carried out annually. There is more 
emphasis on current trends, and where in early years there is insufficient information to make a reliable best estimate of claims 
development, prudent assumptions are used.

Each notified claim is assessed on a separate, case-by-case basis with due regard to the claim circumstances, information available 
from managed care: management services and historical evidence of the size of similar claims. The provisions are on the basis of 
information currently available. However, the ultimate liabilities may vary as a result of subsequent developments. The impact of many of 
the items affecting the ultimate costs of the loss is difficult to estimate. The provision estimation difficulties also differ by category of 
claims (i.e. in-hospital, chronic and above-threshold benefits) caused by differences in the underlying insurance contract, claim 
complexity, the volume of claims, individual severity of claims, the determination of the occurrence date of a claim and reporting lags.

The cost of outstanding claims is estimated using the Chain Ladder model. This model extrapolates the development of paid and 
incurred claims, average cost per claims and ultimate claim numbers for each benefit year on the basis of observed development of 
earlier years and expected loss ratios. Run-off triangles are used in situations where it takes time after the treatment date for the full 
extent of the claims to become known. It is assumed that payments will emerge in a similar way in each service month. The proportional 
increase in the known cumulative payments from one development month to the next can then be used to calculate payments for future 
development months.

The actual methods or blend of methods used varies by benefit year being considered, categories of claims and observed historical 
claims development.  To the extent that these methods use historical claims development information, they assume that the historical 
claims development pattern will occur again in the future.  There are reasons why this may not be the case, which, insofar as they can be 
identified, have been allowed for by modifying the methods.  Such reasons include:

The Chain Ladder method is based on the assumption that future claim payments will develop in a similar way to past payment patterns. 
No allowance is made for inflationary increases in claims as the majority of claims 98% (98% in 2015) are paid within three months of 
the claim being incurred. For the same reason there is no discounting of outstanding claims.
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Economic, legal, political and social trends (resulting in different than expected levels of inflation and/or minimum medical benefits
to be provided);
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2016 2015

11. OUTSTANDING CLAIMS PROVISION - (continued)

The actual average pattern on claims paid as a percentage per month used in the provision:

Service day month 49% 52%
One month later 42% 39%
Two months later 7% 7%
Three months later 2% 2%
Four months later 0% 0%

Balance at end of year 100% 100%

Changes in assumptions and sensitivities to changes in key variables

Change in 
variable

Change in 
liability 2016

Change in 
liability 2015

% R’000 R’000

In hospital 5% Increase 301                231                 
Chronic 5% Increase 15                  6                     
Day-to-Day 5% Increase 172                114                 

Change in 
variable

Change in 
liability 2016

Change in 
liability 2015

% R’000 R’000

In hospital 5% Decrease (301)               (231)                
Chronic 5% Decrease (15)                 (6)                    
Day-to-Day 5% Decrease (172)               (114)                

Where variables are considered to be immaterial, no impact has been assessed for insignificant changes to these variables.  Particular 
variables may not be considered material at present.  However, should the materiality level of an individual variable change, assessment 
of changes to that variable in the future may be required.

The table below outlines the sensitivity of insured liability estimates to particular movements in assumptions used in the estimation 
process.  It should be noted that this is a deterministic approach with no correlations between the key variables.  For each sensitivity 
illustrated, all other assumptions have been left unchanged.

An analysis of sensitivity around various scenarios for the general medical insurance business provides an indication of the adequacy of 
the Scheme’s estimation process.  The Scheme believes that the liability for claims reported in the statement of financial position is 
adequate.  However, it recognises that the process of estimation is based upon certain variables and assumptions, which could differ 
when claims arise.

This analysis is prepared for a change in a specified variable with other assumptions remaining constant. The change in liability also 
represents the absolute change in surplus/(deficit) for the period. It should be noted that increases in liabilities will result in decreases in 
surplus and vice versa. These reasonable possible changes in key variables do not result in any changes directly in reserves. 
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2016 2015
R’000 R’000

12. POST EMPLOYMENT MEDICAL BENEFIT

Present value of unfunded obligation 3 204             2 993              

Liability in the statement of financial position 3 204             2 993              

Reconciliation of accrued liability

Opening balance 2 993             3 381              
Interest cost 249                258                 
Expected employer benefit paid (274)               (265)                
Actuarial gain 236                (381)                

Actual closing balance 3 204             2 993              

The amounts recognised in the statement of comprehensive income were as follows:

Interest cost 249                258                 

Total expense 249                258                 
Expected employer benefit paid (274)               (265)                
Actuarial gain 236                (381)                

Total, included in staff costs (Refer note 18) 211                (388)                
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12. POST EMPLOYMENT MEDICAL BENEFIT - (continued)

Principal assumptions used and sensitivity analysis 

Central 
assumptions 

8.25%

 1% increase 1% Decrease Central 
assumptions 

7.25%

 1% increase 1% Decrease

3 204               3 433             2 999               2 993               3 216             2 794              

% Change 7.1% (6.4%) (8.1%) 7.4% (6.6%)

266                  286                248                  249                  269                232                 

% Change 7.6% (6.7%) (8.4%) 7.9% (6.9%)

Central 
assumptions 

8.25%

 5% increase 
for 5 years 

10% Increase 
for 5 years

Central 
assumptions 

7.25%

 5% increase 
for 5 years 

10% Increase 
for 5 years

3 204               3 700             4 260               2 993               3 462             3 991              

% Change 15.5% 32.9% 15.7% 33.3%

Central 
assumptions 

8.75%

 1%  Increase 1% Decrease Central 
assumptions 

8.5%

 1%  Increase 1% Decrease

3 204               2 989             3 448               2 993               2 785             3 230              

% Change (6.7%) 7.6% (6.9%) 7.9%

Healthcare cost inflation

Accrued liability at 31 December 
(R'000) % change

Current service cost & interest 
cost  (R'000)

Accrued liability at 31 December 
(R'000) % change

Accrued liability at 31 December 
(R'000) % change

For the purposes of this disclosure, all other assumptions shall be held constant. For plans operating in a high inflationary environment, 
the disclosure shall be the effect of a percentage increase or decrease in the assumed medical cost trend rate of a significance similar to 
one percentage point in a low inflationary environment.

An employer subsidy of 70% for past Munimed employees and 66.7% for past Global Health employees was assumed and the 
employee’s actual date of retirement was taken into account in the calculations.

The Scheme operates a post-employment medical benefit scheme. The method of accounting, assumptions and the frequency of 
valuations are similar to those used for defined benefit pension Schemes. The majority of these plans are unfunded.

It was further assumed that Medical Scheme members will remain on their current medical scheme option and it was assumed that there 
was no change in membership based on an assumed Health Care Cost Inflation of 8.25 % (2015: 8.25%). The discount rate used was 
8.75% (2015: 8.75%).
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12. POST EMPLOYMENT MEDICAL BENEFIT - (continued)

2016 2015
R’000 R’000

Beginning of the year 2 993             3 381              
Current service cost -                     -                      
Total movement 211                (388)                

Interest cost 249                258                 
Actuarial gain recognised in the statement of comprehensive income 236                (381)                
Employment benefit paid (274)               (265)                

3 204             2 993              

13. RISK CONTRIBUTION INCOME

Gross contributions 1 990 271      1 854 341       
Less:
Savings contributions* (Refer note 9) (127 879)        (117 724)        
 
Net contribution income 1 862 392      1 736 617       

14. RELEVANT HEALTHCARE EXPENDITURE

Claims incurred not covered by risk transfer arrangements

Current claims 1 680 818      1 591 994       
Movement in outstanding claims provision 59 917           63 646            

Over provision prior years 611                (3 888)            
Adjustment current year 59 306           67 534            

Less: Claims recovered from savings account * (refer note 9) (130 251)        (117 151)        

Less : Third party recoveries (5 100)            (4 834)            

      1 605 384        1 533 655 

Claims incurred in respect of related risk transfer arrangements

Current year claims incurred in respect of related risk transfer arrangements 68 218           66 013            
Movement in outstanding claims provision 1 659             636                 

(Over)/under provision prior years (1 215)            (1 980)            
Adjustment current year 2 874             2 616              

69 876           66 649            

Net claims incurred 1 675 260      1 600 304       

*The savings contributions are received by the Scheme in terms of Regulation 10(1) and the Scheme’s registered Rules and held in trust 
on behalf of its members. Refer to note 9 for more detail on how these monies were utilised.

*Claims are paid on behalf of the members from their of personal medical savings accounts in terms of Regulation 10(3) and the 
Scheme’s registered benefits. Refer to note 9 to the financial statements for a breakdown of the movement in these balances.

47



KEYHEALTH MEDICAL SCHEME

NOTES TO THE  ANNUAL FINANCIAL STATEMENTS
for the year ended 31 December 2016

2016 2015
R’000 R’000

15. NET EXPENSE ON RISK TRANSFER ARRANGEMENTS

Premiums/fee paid 74 390           73 808            

Denis 61 454           62 283            
Netcare 911 8 099             7 340              
Primecure 4 837             4 185              

Claims recovered in respect of risk transfer arrangements (69 876)          (66 649)          

Denis (55 174)          (55 415)          
Netcare 911 (11 147)          (8 183)            
Primecure (3 555)            (3 051)            

Loss/(profit) share on risk transfer arrangements 25                  617                 

Denis 92                  5                     
Netcare 911 334                1 100              
Primecure (401)               (488)                

Net expense per Statement of Comprehensive Income 4 539             7 776              

16. MANAGED CARE:  MANAGEMENT SERVICE

Accredited managed care services (no transfer of risk)

Hospital benefit management services 18 105           16 953            
Disease riks management support services 1 161             1 179              
Pharmacy benefit management services 1 814             1 811              
Active disease risk management services 2 226             2 087              

23 306           22 030            

Administration expenditure: Benefit management services (not accredited managed care)

Claims review and auditing 2 657             2 298              
Switching fees 7 139             6 770              
Provider network management services 1 172             1 169              

10 968           10 237            

34 274           32 267            

48

In addition to the dental (Denis) and emergency transport services (Netcare 911); capitation agreements provide benefits to members on 
benefit options other than Origin. The Scheme has a third capitation agreement with Primecure providing a full capitation service which 
includes doctors, hospitals, specialists and medicines on the Origin benefit option. The capitation agreements are in substance, the 
same as non-proportional commercial reinsurance contracts. 
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2016 2015
R’000 R’000

17. BROKER SERVICE FEES

Broker fees 20 083           20 806            

20 083           20 806            

18. ADMINISTRATION EXPENDITURE

Actuarial fees 851                780                 
Administrator’s fee 86 710           80 567            
Bank charges 1 596             1 441              
Depreciation 1 019             956                 
Employee benefit expenses 18 457           17 941            

Salaries 17 972           18 064            
Post retirement benefit (Refer note 12) 274                265                 
Provision for employment benefit (Refer note 12) 211                (388)                

Fidelity guarantee/professional indemnity insurance premium 15                  15                   
Legal and professional services 658                757                 
Marketing 10 587           11 006            
Leave pay 680                320                 
Municipal fees 360                309                 
Other expenses 4 027             4 052              
Principal officer's fees 2 316             2 218              
Printing and postage 1 904             1 781              
Registrar’s levies 1 165             1 090              
Statutory audit fees 1 550             1 102              

For audit services 1 550             1 102              

Telephone 425                447                 
Trustees and audit committee remuneration and expenses (Refer Note 31) 2 752             2 571              

135 072         127 353          
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19. NET IMPAIRMENT GAIN/(LOSS) ON HEALTHCARE RECEIVABLES

Insurance 
Receivables

2016 R’000 R’000 R’000

Movement in the allowance account for impairment losses 2 243               -                     2 243              

77                    -                     77                   

2 320               -                     2 320              

Insurance 
Receivables

2015 R’000 R’000 R’000
Movement in the allowance account for impairment losses 1 477               -                     1 477              

72                    -                     72                   

1 549               -                     1 549              

Impairment is calculated based on individual debtors over 60 days. Resigned members are impaired in full.

2016 2015
20. INVESTMENT INCOME R’000 R’000

Financial assets
Held to maturity investments
- Interest on investments -                     17                   

Available for sale financial assets
- Interest on investments 6 904             8 450              
- Dividends received 2 042             2 600              
- Rental income 330                520                 

Loans and receivables
- Interest on cash and cash equivalents 5 101             4 270              
- Interest on savings balances 3 924             3 200              

 18 301           19 057            

21. NET FAIR VALUE GAINS ON FINANCIAL ASSETS

Realised gain on disposal of investment 1 440             73 547            

Available for sale investments 1 440             72 602            
Held to maturity investments -                     945                 

Unrealised gain on revaluation of financial assets 495               1 609             

Fair value through profit and loss investments 495                1 609              
Held to maturity investments -                     -                      

1 935             75 156            

Total

Other

Other

Total

Impairment losses recognised directly in the statement of 
comprehensive income

Impairment losses recognised directly in the statement of 
comprehensive income
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2016 2015
R’000 R’000

22. OTHER INCOME

Profit/(loss) on disposal of fixed assets -                     86                   
Prescribed credit balances -                     61                   
Bad debt recoveries 24                  5                     

24                  152                 

23. CONTINGENT ASSET

24. NOTES TO THE STATEMENT OF CASH FLOWS

Net profit for the year 4 324             34 434            

Adjustments for:
- Depreciation (Refer Note 18) 1 019             956                 
- Investment income (14 377)          (15 857)          
- Other income -                     (61)                  
- (1 440)            (73 547)          
- -                     (86)                  
-

(495)               (1 609)            

- Movement on post employment benefit 211                (388)                
- Movement in impairment of receivables (Refer Note 29) 2 243             1 477              
- Asset management fees 2 856             3 293              

(5 659)            (51 388)          

Changes in working capital 18 167           15 791            

Decrease/(increase) in trade receivables (31 610)          325                 
Increase/(decrease) in accounts payable 57 747           13 396            
Movement in outstanding claims provision (7 970)            2 070              

12 508           (35 597)          

Realised gain on disposal of investments 
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Net realised (gain)/loss on disposal of PPE 
Net unrealised gain on revaluation of investments held at fair-value-through-
profit or loss (Refer Note 21)

The Scheme grants assistance to its members in defraying expenditure incurred in connection with rendering of any relevant health 
service.  Such expenditure may be in connection with a claim that is also made to the RAF, administered in terms of the Road Accident 
Fund Act No.58 of 1996 (RAFA). If the member is reimbursed by the RAF they are obliged contractually to cede that payment to the 
Scheme to the extent that they have already been compensated.  An estimate is not practicable.
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25. RELATED PARTY TRANSACTIONS

Identification of related parties

The following are identified as related parties, in terms of IAS 24 Related party disclosure:

Related party Nature of relationship

BJ Kruger Key management personnel (Principal Officer)

Key management

PPS Healthcare Administrators (PPSHA) Significant influence

The Scheme is controlled by the Board of Trustees elected by the members of the Scheme.

Parties with significant influence over the Scheme

Administration fees were charged in line with market related rates on an arms-length basis.

Transactions with entities that have significant influence over the Scheme

2016 2015
R’000 R’000

Statement of Comprehensive Income

PPSHA: Administration fees 86 710           80 567            
PPSHA: Accredited managed healthcare services 20 331           19 040            
PPSHA: Printing, Stationery, Salary, Consultancy and Telephone Expenses 271                424                 
PPSHA: Rental 152                142                 
PPSHA: Marketing -                     126                 
PPSHA: Other Distribution expenses -                     343                 

Statement of Financial Position

PPSHA: Administrative fees owing -                     -                      

Trustees (Refer Note 2.1 of Report of Board of 
Trustees)

Administration fees are paid to Professional Medical Scheme Administrators (PPSHA). PPSHA has significant influence over the 
Scheme, as PPSHA participates in the Scheme’s financial and operating policy decisions, but does not control the Scheme.  PPSHA 
provides administration and Managed Care services to the Scheme. 
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25. RELATED PARTY TRANSACTIONS - (continued)

The terms and conditions of the transactions with entities with significant influence over the Scheme were as follows:

Administration agreement

Accredited managed healthcare services agreements

Sundry recharges

Key management personnel and their close family members

Close family members include close family members of the Board of Trustees and Principal Officer.

Transactions with related parties and key management personnel 

2016 2015
R’000 R’000

Statement of Comprehensive Income 
Remuneration - Principal Officer (Refer Note 18) 2 316             2 218              
Gross contributions received 665                578                 
Claims paid from the Scheme 720                189                 
Trustee expenses, excluding independent audit committee members  (Refer Note 31) 2 695             2 518              

Statement of Financial Position
Balances included in trade and other receivables - contributions -                     13                   
Balances included in trade and other payables - contributions received in advance -                     9                     
Savings plan balances 12                  10                   

The terms and conditions of the related party transactions were as follows:

Transaction type Nature of transaction and terms and conditions thereof

Contributions received

Claims incurred

Contribution debtor This constitutes outstanding contributions receivable. The amounts are due immediately. No
impairment provisions have been raised on these amounts.
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The amounts owing to the related parties relate to medical scheme savings balances to which the
parties have a right. The amounts would be payable on demand should an appropriate claim be
issued, or the member exits the Scheme.

This constitutes amounts claimed by the related parties, in their individual capacity as members of the
Scheme. All claims were paid out in terms of the rules of the Scheme, as applicable to other
members.

This constitutes the contributions paid by the related party as a member of the Scheme, in their
individual capacity.  All contributions were on the same terms as applicable to other members.

Savings account balances

The administration agreement is in terms of the Rules of the Scheme and in accordance with instructions given by the Board of 
Trustees.  The agreement is automatically renewed each year unless notification of termination is received or following the cancellation 
of the Administrator's Accreditation or the issue of a lawful directive to this effect by the Council for Medical Schemes in terms of the 
Medical Schemes Act 131 of 1998 as amended. The Scheme has the right to terminate the agreement on 90 days notice. 

The managed care agreement is in accordance with instructions given by the Trustees of the Scheme. The Scheme has the right to 
terminate the agreement on 180 days notice. The agreement is automatically renewed at the end of December unless notification of 
termination is received. 

The administrator pays certain expenses, namely postage, stationery and certain telephone costs on behalf of the Scheme. These 
expenses are subsequently recovered from the Scheme by the Administrator.

These are claims that have been reported, but not yet paid due to the fact that the Scheme’s year end
fell between the claims payment runs. These claims are settled on the same terms as applicable to
other members.

Key management personnel are those persons having authority and responsibility for planning, directing and controlling the activities of 
the Scheme.  Key management personnel include the Board of Trustees and the Principal Officer.  The disclosure deals with full time 
personnel that are compensated on a salary basis (Principal Officer), and the Board of Trustees on a remuneration consideration basis.

Claims reported not yet paid
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26. SURPLUS/(DEFICIT) FROM OPERATIONS PER BENEFIT OPTION

The scheme offered six benefit options for the financial year under review.  

PLATINUM GOLD SILVER EQUILIBRIUM ESSENCE ORIGIN TOTAL 
SCHEME

2016 R’000 R’000 R’000 R’000

Risk contributions        349 237      1 114 834         231 392         229 463           59 310             6 035     1 990 271 
Less:  Savings                    -       (111 266)                     -          (16 613)                     -                     -      (127 879)

Risk contribution income        349 237      1 003 568         231 392         212 850           59 310             6 035     1 862 392 
Net claims incurred       (314 331)       (910 795)       (203 590)        (189 640)          (53 349)           (3 555)   (1 675 260)

Gross claims paid and reported       (303 129)       (993 718)       (197 289)        (198 544)          (51 942)           (3 168)   (1 747 790)
Less: Savings plan claims paid                    -         112 960                     -           17 291                     -                     -        130 251 

              493             2 233                349                 669                112                     -            3 856 

        (11 695)         (32 270)           (6 650)            (9 056)            (1 519)              (387)        (61 577)

          (3 659)         (12 790)           (2 850)            (3 142)               (865)                     -        (23 306)

Risk transfer arrangements              (205)           (2 470)              (130)               (593)               (260)              (881)          (4 539)

Risk Transfer fees paid           (8 950)         (41 038)           (8 369)          (10 628)               (568)           (4 837)        (74 390)

           8 886           38 766             8 285           10 077                307             3 555          69 876 

(Loss)/Profit Sharing              (141)              (198)                (46)                 (42)                    1                401               (25)

Relevant healthcare result          31 042           77 513           24 822           19 475             4 836             1 599        159 287 

Less: Administration expenditure         (20 127)         (71 917)         (16 193)          (20 216)            (6 108)              (512) (135 073)     

          (1 150)           (5 282)           (1 455)            (2 396)               (685)                     - (10 968)       

Less: Broker service fee           (2 863)           (8 584)           (3 149)            (4 243)            (1 066)              (178) (20 083)       

               (57)           (1 122)              (222)               (994)                  64                  11 (2 320)         

Net Healthcare results            6 845           (9 392)             3 803            (8 374)            (2 959)                920          (9 157)

Investment income            1 476           10 539             1 870              3 267                997                153 18 302        
Savings interest paid                    -           (3 752)                     -               (173)                     -                     - (3 925)         
Other Income                    -                  23                    1                      -                     -                     - 24               
Asset management fees              (293)           (1 350)              (372)               (613)               (198)                (30) (2 856)         

              201                928                255                 396                138                  17 1 935          

Net surplus/(deficit)            8 229           (3 004)             5 557            (5 497)            (2 022)             1 060            4 323 

           3 616           16 679             4 606              7 967             2 472                418 35 758        

Basis of allocation:

• 

• 

R’000 R’000R’000

Net realised and unrealised gains 
on financial assets

Less: Impairment loss on 
healthcare receivables

Increase in outstanding claims 
provision 

Recoveries from Risk Transfer
Arrangements

Less: Benefit management 
services (not accredited managed 
care)*

Less:  Discounts received on 
claims

Accredited managed healthcare 
services (no transfer of risk)
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Number of members at end of
period

All relevant healthcare income and expenses, including Administration expenses, Broker commission and Managed care services, are
directly allocated to benefit options based on actual amounts as well as impairment on receivables and other income. 

All remaining items are apportioned based on the number of members in each option.
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26. SURPLUS/(DEFICIT) FROM OPERATIONS PER BENEFIT OPTION - (continued)

PLATINUM GOLD SILVER EQUILIBRIUM ESSENCE ORIGIN TOTAL 
SCHEME

2015 R’000 R’000 R’000 R’000

Risk contributions        354 573      1 057 984         217 693         166 087           53 086             4 918     1 854 341 
Less:  Savings                    -       (105 730)                     -          (11 994)                     -                     -      (117 724)

Risk contribution income        354 573         952 254         217 693         154 093           53 086             4 918     1 736 617 
Net claims incurred       (322 609)       (879 595)       (194 363)        (148 612)          (52 074)           (3 051)   (1 600 304)

Gross claims paid and reported       (312 166)       (949 729)       (186 834)        (153 611)          (50 555)           (3 195)   (1 656 090)
Less: Savings plan claims paid                    -         105 072                     -           12 079                     -                     -        117 151 

              638             1 390                352                 445                  93                     -            2 918 

        (11 081)         (36 328)           (7 881)            (7 525)            (1 612)                144        (64 283)

          (3 711)         (12 424)           (2 748)            (2 365)               (782)                     -        (22 030)

Risk transfer arrangements              (924)           (2 075)           (1 931)            (1 266)               (934)              (646)          (7 776)

Risk Transfer fees paid           (9 525)         (38 569)           (9 046)            (8 896)            (3 587)           (4 185)        (73 808)

           9 243           36 954             7 189              7 645             2 568             3 050          66 649 

(Loss)/Profit Sharing              (642)              (460)                (74)                 (15)                  85                489             (617)

Relevant healthcare result          27 329           58 160           18 651              1 850               (704)             1 221        106 507 

Less: Administration expenditure         (20 453)         (69 831)         (15 612)          (15 412)            (5 639)              (406) (127 353)     

          (1 189)           (5 200)           (1 414)            (1 816)               (618)                     - (10 237)       

Less: Broker service fee           (3 143)           (9 854)           (3 323)            (3 305)            (1 040)              (141) (20 806)       

             (121)              (804)              (141)               (449)                 (22)                (12) (1 549)         

Net Healthcare results            2 423         (27 529)           (1 839)          (19 132)            (8 023)                662        (53 438)

Investment income            1 810           11 007             2 151              2 873             1 081                135 19 057        
Savings interest paid                    -           (3 094)                     -               (106)                     -                     - (3 200)         
Other Income                 11                106                  13                   15                    6                    1 152             
Asset management fees              (376)           (1 645)              (447)               (573)               (224)                (28) (3 293)         

           8 438           37 030           10 012           13 662             5 324                690 75 156        

Net surplus/(deficit)          12 306           15 875             9 890            (3 261)            (1 836)             1 460          34 434 

           4 002           17 598             4 760              6 741             2 600                326 36 027        

Basis of allocation:

• 

• 

* Previously Managed care: management services

R’000 R’000 R’000
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All relevant healthcare income and expenses, including Administration expenses, Broker commission and Managed care services, are
directly allocated to benefit options based on actual amounts as well as impairment on receivables and other income. 

Recoveries from Risk Transfer
Arrangements

Less: Less: Benefit management 
services (not accredited managed 
care)*

All remaining items are apportioned based on the number of members in each option.

Net realised and unrealised gains 
on financial assets

Number of members at end of
period

Less:  Discounts received on 
claims
Increase in outstanding claims 
provision 

Less: Impairment gain/(loss) on 
healthcare receivables

Accredited managed healthcare 
services (no transfer of risk)
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27. CRITICAL ACCOUNTING JUDGEMENTS AND AREAS OF KEY SOURCES OF ESTIMATION AND UNCERTAINTY 

Outstanding claims provision

Held-to-maturity investments

Provision for impairment of receivables

Post employment medical benefit

Estimates and judgements are continually evaluated and are based on historical experience and other factors, including expectations of 
future events that are believed to be reasonable under the circumstances.

In the process of applying the Scheme’s accounting policies, management has made the following judgements that have the most 
significant effect on the amounts recognised in the financial statements.

The outstanding claims provision is a provision made for the estimated cost of healthcare benefits that had occurred before the year-
end, but that had not been reported to the Scheme by that date.  This provision is determined as accurately as possible based on a 
number of factors, which include previous experience in claims patterns, claims settlement patterns, changes in the nature and number 
of members according to gender and age, trends in claims frequency, changes in the claims processing cycle, and variations in the 
nature and average cost incurred per claim.

The Scheme follows the IAS 39 guidance of on classifying non-derivative financial assets with fixed or determinable payments and fixed 
maturity as held-to-maturity.  This classification requires significant judgement.  In making this judgment, the Scheme evaluates its 
intention and ability to hold such investments to maturity.

Key assumptions concerning the future and other key sources of estimation uncertainty at the statement of financial position date, that 
have a significant risk of causing a material adjustment to the carrying amounts of assets and liabilities in the next financial year, are 
discussed below.

The assumption used in the valuation of post employment medical benefit is based on a standard set of assumptions reviewed by 
actuaries on a regular basis to ensure that they are market-related.

For more information on the movement in this provision and the amounts disclosed in the statement of comprehensive income, please 
refer to Note 12.
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For the assumptions and risks associated with this provision refer to Note 1.8 and Note 29 on financial risk management.
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28. INSURANCE RISK MANAGEMENT

28.1. Risk management objectives and policies for mitigating insurance risk

Frequency and severity of claims

Sources of uncertainty in the estimation of future claim payments

The Scheme manages its insurance risk through benefit limits and sub-limits, approval procedures for transactions that involve pricing 
guidelines, pre-authorisation and case management, service provider profiling, centralised management of risk transfer arrangements as 
well as the monitoring of emerging issues.

The Scheme uses several methods to assess and monitor insurance risk exposures both for individual types of risks insured and overall 
risks.  These methods include internal risk measurement models, sensitivity analyses and scenario analyses.  The theory of probability is 
applied to the pricing and provisioning for a portfolio of insurance contracts.  The principal risk is that the frequency and severity of 
claims is greater than expected. Insurance events are, by their nature, random, and the actual number and size of events during any one 
year may vary from those estimated with established statistical techniques.

Experience shows that the larger the portfolio of similar insurance contracts, the smaller the relative variability about the expected 
outcome will be.  In addition, a more diversified portfolio is less likely to be affected across the board by a change in any subset of the 
portfolio.  The Scheme has developed its insurance underwriting strategy to diversify the type of insurance risks accepted and within 
each of these categories to achieve a sufficiently large population of risks to reduce the variability of the expected outcome.
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The Scheme annually re-rates these products to ensure that the necessary profitability is maintained relative to the risk exposure.  It is 
relatively easy to assess the future claim payments since the large majority is lodged soon after year-end before the four-month 
expiration of claims period comes into effect.

For insurance contracts issued, climatic and seasonal changes, as well as the spread of pandemics give rise to more frequent and 
severe claims.

The Scheme’s strategy seeks diversity to ensure a balanced portfolio and is based on a large portfolio of similar risks over a number of 
years and, as such, it is believed that this reduces the variability of the outcome.

The primary insurance activity carried out by the Scheme assumes the risk of loss from members and their dependants that are directly 
subject to the risk.  These risks relate to the health of Scheme members.  As such the Scheme is exposed to the uncertainty surrounding 
the timing and severity of claims under the contract.  The Scheme also has exposure to market risk through its insurance and investment 
activities.

The Board of Trustees has developed and approved a documented policy for the acceptance and management of insurance risk to 
which the Scheme is exposed. Reference has also been made to the requirements of the Medical Schemes Act in compiling the 
insurance risk-management policy. This policy is reviewed annually and the benefit options provided to members are structured to fall 
within the acceptable insurance risk levels specified. The Board of Trustees also determines the policy for entering into alternative risk 
transfer agreements and/or commercial reinsurance contracts. The annual business plan is structured around the insurance risk-
management policy.

28.2. Factors that aggravate insurance risk include lack of risk diversification in terms of type and amount of risk, geographic 
location and demographics of members covered
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28. INSURANCE RISK MANAGEMENT - (continued)

Sensitivity of insurance risk

Claims development

Concentration of insurance risk

2016 Day-to-day Total
Age 
grou

PMB Non-PMB PMB Non-PMB
R’000 R’000 R’000 R’000 R’000 R’000

< 26 Gross 68 203             33 254           1 206               674                  53 955           
Net 67 898             33 161           1 206               662                  35 411           138 338          

26 - 35 Gross 34 481             17 012           1 686               62                    28 854           
Net 34 463             16 931           1 684               62                    21 110           74 250            

36 - 50 Gross 80 868             47 333           8 676               224                  87 982           
Net 80 803             47 256           8 652               223                  63 948           200 882          

51 - 65 Gross 173 972           88 893           15 513             1 115               184 365         
Net 173 736           88 717           15 483             1 114               143 751         422 801          

>65 Gross 375 182           161 722        21 077             2 328               262 864         
Net 375 150           161 590        21 074             2 326               219 236         779 376          

Net Total 732 050           347 655        48 099             4 387               483 456         1 615 647       

Add:
Prior year claims taken againt IBNR excluding claims from risk transfer arrangements (68 102)          
Over provision prior year IBNR (604)                
IBNR 62 180            
Rectified benefits 595                 
Related Risk Transfer Arrangements claims 68 218            
Third party recoveries (Discount of R2 165) included in table above) (2 674)            

Net claims incurred (Refer Note 14) 1 675 260       

Disclosure regarding the sensitivity of claims to changes in key variables is shown in Note 11:  Outstanding claims provision.

Disclosure pertaining to claims development is not required as the uncertainty regarding the amount and timing of claim payments is 
typically resolved within one year (as permitted under IFRS 4).  Consequently, no claim development tables are provided.

The following table summarises the concentration of insurance risk, with reference to the carrying amount of the insurance claims 
incurred (before and after risk transfer arrangements) by age group and in relation to the type of risk covered/benefits provided. Where 
appropriate, prescribed minimum benefits (PMB) and non-PMB claims have been split.

In-hospital Chronic
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The strategy is set out in the annual business plan, which specifies the benefits to be provided by each option, the preferred target 
market and demographic split thereof.

All the contracts are annual in nature and the Scheme has the right to change the terms and conditions of the contract at renewal.  
Management information, including contribution income and claims ratios by option, target market and demographic split, is reviewed 
monthly.  There is also an underwriting review program that reviews a sample of contracts on a quarterly basis to ensure adherence to 
the Scheme’s objectives.
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28. INSURANCE RISK MANAGEMENT - (continued)

2015 Day-to-day Total
Age 
grou

PMB Non-PMB PMB Non-PMB
R’000 R’000 R’000 R’000 R’000 R’000

< 26 Gross 65 729             28 013           344                  365                  39 274           
Net 64 590             26 516           305                  260                  35 596           127 267          

26 - 35 Gross 31 542             15 837           117                  22                    22 835           
Net 30 541             14 953           107                  18                    20 328           65 947            

36 - 50 Gross 79 094             41 132           1 377               313                  78 820           
Net 77 122             38 802           1 204               209                  71 116           188 453          

51 - 65 Gross 197 220           88 258           7 721               1 532               169 090         
Net 193 818           83 439           6 559               1 001               150 365         435 182          

>65 Gross 383 373           139 934        13 774             2 622               216 050         
Net 376 854           132 798        11 694             1 890               194 464         717 700          

Net Total 742 925           296 508        19 869             3 378               471 869         1 534 549       

Add:
Prior year claims taken againt IBNR excluding claims from risk transfer arrangements (61 641)          
Over provision prior year IBNR (5 868)            
IBNR 70 150            
Rectified benefits 248                 
Related Risk Transfer Arrangements claims 66 013            
Third party recoveries (Discount of R1 687) included in table above) (3 147)            

Net claims incurred (Refer Note 14) 1 600 304       

The types of benefits offered by the Scheme in return for monthly contributions are indicated below:  
 •

 •

 •

Risk transfer arrangements
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The Scheme’s strategy seeks diversity to ensure a balanced portfolio and is based on a large portfolio of similar risks over a number of 
years and, as such, it is believed that the variability of the outcome is reduced.
The strategy is set out in the annual business plan, which specifies the benefits to be provided by each option, the preferred target 
market and demographic split of this market.
All the contracts are annual in nature and the Scheme has the right to change the terms and conditions of the contracts at renewal. 
Management information including contribution income and claims ratios by option, target market and demographic split, is reviewed 
monthly. There is also an underwriting review programme that reviews a sample of contracts on a quarterly basis to ensure adherence to 
the Scheme’s objectives.

In addition to the dental (Denis) and emergency transport (Netcare) services capitation agreements (providing benefits to members on 
benefit options other than Origin), the Scheme has a third capitation agreement with Primecure providing a full capitation service which 
includes doctors, hospitals, specialists and medicines on the Origin benefit option. The capitation agreements are in substance, the 
same as non-proportional commercial reinsurance contracts. 

Chronic

Day-to-day benefits cover the cost of all out of- hospital medical attention, such as visits to general practitioners and dentists and
prescribed non-chronic medicines.

Chronic benefits cover the cost of certain prescribed medicines consumed by members for chronic conditions / diseases, such as
high blood pressure, cholesterol and asthma.

In-hospital

In-hospital benefits cover all costs incurred by members, whilst they are in hospital to receive pre-authorised treatment for certain
medical conditions.
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29. FINANCIAL RISK MANAGEMENT

29.1. Financial risk factors

Risk in terms of risk transfer arrangements

-

29.2. Market Risk

29.3. Price risk

Equity price sensitivity analysis

The sensitivity analyses below has been determined based on the indirect exposure to equity price risk at the reporting date.

If equity prices had been 1% higher/lower the impact on total comprehesive income would be as follows:

Increase Decrease Increase Decrease
R’000 R’000 R’000 R’000

Total comprehensive income 1 789               (1 789)              1 767             (1 767)            
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The Scheme cedes insurance risk to limit exposure to underwriting losses under various agreements that cover individual risks, group 
risks or defined blocks of business, on a co-insurance, yearly renewable term, excess or catastrophe excess basis. These risk transfer 
arrangements spread the risk and minimise the effect of losses. The amount of each risk retained depends on the Scheme’s evaluation 
of the specific risk, subject in certain circumstances, to maximum limits on the basis of characteristics of coverage. According to the 
terms of the risk transfer arrangements, the third party agrees to reimburse the ceded amount in the event the claim is paid. According to 
the terms of the capitation agreements, the suppliers provide certain minimum benefits to all scheme members (Primecure on Origin 
benefit option and Netcare and Denis to all other benefit options), as and when required by the members . The Scheme does, however, 
remain liable to its members with respect to ceded insurance if any reinsurer (or supplier) fails to meet the obligations it assumes. No 
significant insurance risk has been reinsured.

The Scheme is exposed to financial risk through its financial assets, financial liabilities and insurance liabilities.  In particular the key 
financial risk is that the proceeds from its financial assets are not sufficient to fund the obligations arising from its insurance contracts.  
The most important components of this financial risk are liquidity risk, credit risk, interest rate risk and market risk.

The Scheme manages these risks through various risk management processes.  These processes have been developed to ensure that 
the long-term investment return on assets supporting the insurance liabilities is sufficient to fund members’ reasonable benefit 
expectations.

The following committees have been established by the Board of Trustees to assist in the implementation and monitoring of these risk 
management processes:

Price risk is the risk that the fair value of future cash flows of a financial instrument will fluctuate because of changes in market prices 
(other than those arising from interest rate risk or currency risk), whether those changes are caused by factors specific to the financial 
instrument or its issuer or factors affecting all similar financial instruments traded in the market.

The Scheme is exposed indirectly to price risk through investments held and classified as at fair-value-through-profit-and-loss, available 
for sale and held-to-maturity. The Scheme is not exposed directly to commodity risk.  To manage price risk, the Scheme diversifies its 
portfolio.  Diversification of the portfolio is done by asset managers/insurers in accordance with the mandate set by the Scheme.

KeyHealth Medical Scheme manages its investment portfolio in accordance with the requirements of Regulation 30 and Annexure B of 
the Medical Schemes Act 131 of 1998 as amended. Specific consideration is given to sections 35(4), 35(5) and 35(8) the Act, which 
require specific management actions regarding financial assets. 

Audit Committee

Market risk refers to the risk that the fair value or future cash flows of a financial instrument will fluctuate because of changes in market 
prices. Market price risk comprises three types of risks: currency risk, interest rate risk and other price risk.

2016 2015
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29. FINANCIAL RISK MANAGEMENT - (continued)

29.4. Interest rate risk

Interest rate sensitivity analyses

Increase Decrease Increase Decrease
R’000 R’000 R’000 R’000

Surplus for the year 1 899               (1 899)              1 649             (1 649)            

29.5. Credit risk

Credit risk refers to the risk that a counterparty will default on its contractual obligations resulting in financial loss to the Scheme.

The Scheme’s principal financial assets are cash and cash equivalents, trade and other receivables and investments. 

The receivables comprise of insurance receivables and loans and receivables.

The main components of insurance receivables are: 
 • Receivables for contributions due from members; and
 • Receivables for amounts recoverable from service providers and brokers.

Management of credit risk on insurance and other receivables

Performing credit checks on intermediary brokers.

The Scheme has not renegotiated the terms of receivables and does not hold any collateral or guarantees as security.

Management of credit risk on investments and cash and cash equivalents
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Interest rate risk is the risk that the fair value of future cash flows of a financial instrument will fluctuate because of changes in market 
interest rates.

The Scheme is exposed directly to interest rate risk through cash and cash equivalents and indirectly through investments in unit trusts 
and insurance contracts as it places funds at both floating and fixed interest rate.  

The sensitivity analyses below have been determined based on the exposure to interest rates at the reporting date. 

If interest rates had been 100 basis points higher/lower and all other variables were held constant, the Scheme’s surplus for the year 
would increase/(decrease) by: 

2016 2015

The Scheme manages credit risk on receivables by:

Actively pursuing all contributions not received after 3 days of becoming due, as required by S26(7) of the Medical Schemes Act 131 of 
1998, as amended; and

Cash transactions are limited to high credit quality financial institutions.  The Scheme has a policy of limiting the amount of credit 
exposure to any one financial institution.
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29. FINANCIAL RISK MANAGEMENT - (continued)

29.5. Credit risk - (continued)

Exposure of insurance and other receivables to credit risk

A strict policy of advance payments is implemented to limit poor credit quality loans and receivables.

All trade and other receivables are with counterparties with no external ratings.

The ageing of components of receivables at year-end was:

Contribution Debtors Note 2016 2016 2015 2015
Gross Impaired Gross Impaired
R’000 R’000 R’000 R’000

Fully performing 4 109 777           -                       82 504           -                      
Past due (4-30 days) 4 (622)                 785                  932                381                 
Past due (31-60 days) 4 (125)                 (125)                 413                413                 
Past due ( > 61 days) 4 399                  -                       (8)                   -                      

Total 109 429           660                  83 841           794                 

Members & Providers

Fully performing 4 222                  59                    372                142                 
Past due (4-30 days) 4 198                  (3)                     339                177                 
Past due (31-60 days) 4 288                  284                  112                112                 
Past due ( > 61 days) 4 12 617             12 590             10 420           10 420            

Total 13 325             12 930             11 243           10 851            

Other Debtors

Fully performing 4 8 892               34                    5 100             19                   
Past due (4-30 days) 4 15                    (128)                 2                    2                     
Past due (31-60 days) 4 23                    (152)                 1                    1                     
Past due ( > 61 days) 4 141                  582                  27                  16                   

Total 9 071               336                  5 130             38                   

62

The Scheme establishes an allowance for impairment that represents its estimate of incurred losses in respect of accounts receivables. 
The main component of this allowance is a specific loss component that relates to individual significant exposures and a collective loss 
component established for groups of similar assets in respect of losses that have been incurred but not yet identified. The collective loss 
allowance is determined based on historical data of payment statistics for similar financial assets.  Details of the impairment provisions 
are included in notes 4 and 19.
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NOTES TO THE  ANNUAL FINANCIAL STATEMENTS
for the year ended 31 December 2016

29. FINANCIAL RISK MANAGEMENT - (continued)

Exposure of insurance and other receivables to credit risk - (continued)

Impairment provision reconciliation

Total

Insurance 
receivables

Other

R’000 R’000 R’000

Balance as at 1 January 2016 11 684             -                     11 684            
Amount utilised during the period -                       -                      

2 242               -                     2 242              

Unused provision reversed during the period (3 169)              (3 169)            
Additional provisions made in the period 5 411               5 411              

Balance as at 31 December 2016 13 926             -                     13 926            

Total

Insurance 
receivables

Other

R’000 R’000 R’000

Balance as at 1 January 2015 10 207             -                     10 207            
Amount utilised during the period -                       -                     -                      

1 477               -                     1 477              

Unused provision reversed during the period (656)                 (656)                
Additional provisions made in the period 2 133               2 133              

Balance as at 31 December 2015 11 684             -                     11 684            

Exposure of investments and cash & cash equivalents to credit risk

Amount recognised in the statement of comprehensive income 
for the period (Refer note 19)

Trade and other receivables

63

The Scheme limits its exposure to credit risk by investing in liquid securities. The Trustees do not expect any counterparty to fail to meet 
its obligations. Annexure B of the Regulations to the Medical Schemes Act 131 of 1998, as amended, prescribes the credit limits per 
institution, which reduces the individual risk per institution. The utilisation of these credit limits is regularly monitored.

Trade and other receivables

Amount recognised in the statement of comprehensive income 
for the period (Refer note 19)



KEYHEALTH MEDICAL SCHEME

NOTES TO THE  ANNUAL FINANCIAL STATEMENTS
for the year ended 31 December 2016

29. FINANCIAL RISK MANAGEMENT - (continued)

Credit rating

2016 2015
R’000 R’000

Cash & cash equivalents 172 326         157 591          

ABSA F1 142 572         138 816          
Investec AA- 29 749           18 771            
Cash on hand * 5                    4                     

73 343           72 848            

Investec AA- 37 892           37 848            
BNP Paribas A1 35 451           35 000            

Available-for-sale financial assets 548 745         511 824          

Cadiz * -                 45 544            
Investec AA- 6 902             6 352              
Sanlam AA+ 102 540         94 002            
Stanlib * 124 540         119 663          
Prudential * 141 672         130 498          
Coronation * 125 015         115 765          
PSG Wealth * 48 076           -                  

Total 794 414         742 263          

The above credit ratings were obtained from the Fitch Ratings Agency rating list as at 31 December 2016.

* Counterparties with no credit ratings 

64

The credit quality of financial assets that are neither past due nor impaired can be assessed by reference to external credit ratings (if 
available) or to historical information about counterparty default rates.

Financial assets held at fair value through 
profit or loss

Counter parties with external 
credit rating



KEYHEALTH MEDICAL SCHEME

NOTES TO THE  ANNUAL FINANCIAL STATEMENTS
for the year ended 31 December 2016

29. FINANCIAL RISK MANAGEMENT - (continued)

29.6. Liquidity risk

Liquidity risk is the risk that the Scheme will not be able to meet its financial obligations, as they fall due.

2016
 Up to 1 month 

1-3 months 4-12 months 1-5 years Over 5 years Total

R’000 R’000 R’000 R’000 R’000 R’000

Insurance Liabilities
Reported claims not yet paid 58 264             -                     -                       -                       -                     58 264            

15 819             -                     -                       -                       -                     
15 819            

Outstanding claims provision 37 027             25 153           -                       -                       -                     62 180            
Savings Plan Liability -                       -                     -                       66 800             -                     66 800            

111 110           25 153           -                       66 800             -                     203 063          

Financial Liabilities
Trade and other payables 2 528               -                     506                  -                       -                     3 034              

-                       -                     -                       -                       3 204             
3 204              

Unallocated deposits received 73 862             441                7                      -                       -                     74 310            

76 390             441                513                  -                       3 204             80 548            

Total liabilities 187 500           25 594           513                  66 800             3 204             283 611          

The table below analyses the financial liabilities of the Scheme into relevant maturity groupings based on the remaining period at 
statement of financial position date to the contractual maturity date:

Prudent liquidity risk management implies maintaining sufficient cash and marketable securities; the availability of funding through liquid 
cash positions with various financial institutions ensures that the Scheme has the ability to fund the day-to-day operations of the 
Scheme.

Post employment medical 
benefits

Net contributions received in 
advance

65

The Scheme’s liquidity management policy involves projecting cash flows and considering the level of liquid assets necessary to meet 
these and monitoring liquidity ratios against external regulatory requirements.

Ultimate responsibility for liquidity risk management rests with the Board of Trustees, which has built an appropriate liquidity risk 
management framework for the management of the Scheme’s short, medium and long-term funding and liquidity management 
requirements.



KEYHEALTH MEDICAL SCHEME

NOTES TO THE  ANNUAL FINANCIAL STATEMENTS
for the year ended 31 December 2016

29. FINANCIAL RISK MANAGEMENT - (continued)

29.6. Liquidity risk - continued

2015
 Up to 1 month 

1-3 months 4-12 months 1-5 years Over 5 years Total

R’000 R’000 R’000 R’000 R’000 R’000

Insurance Liabilities
Reported claims not yet paid 5 109               -                     -                       -                       -                     5 109              

13 656             -                     -                       -                       -                     13 656            

Outstanding claims provision 52 233             17 917           -                       -                       -                     70 150            
Savings Plan Liability -                       -                     -                       63 593             -                     63 593            

70 998             17 917           -                       63 593             -                     152 508          

Financial Liabilities
Trade and other payables 4 949               -                     506                  -                       -                     5 455              

-                       -                     -                       -                       2 993             2 993              

Unallocated deposits received 69 817             2                    21                    -                       -                     69 840            

74 766             2                    527                  -                       2 993             78 288            

Total liabilities 145 764           17 919           527                  63 593             2 993             230 796          

29.7. Capital adequacy risk

Accumulated funds ratio
2016 2015

R’000 R’000

Total Member’s Funds per the statement of financial position 647 810         613 307          
Less:

(31 102)          (2 852)            

Accumulated funds per Regulation 29 of the Act 616 708         610 455          

Gross contributions 1 990 271      1 854 341       

Accumulated fund ratio 31.0% 32.9%

Net contributions received in 
advance

Post employment medical 
benefits

Cumulative net gains on re-measurement to fair value of financial instruments and 
investment properties included in the accumulated funds and revaluation reserve
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The Scheme’s objectives when managing capital are to maintain the capital requirements of the Medical Schemes Act 131 of 1998 as 
amended and to safeguard the Scheme’s ability to continue as a going concern in order to provide benefits for its stakeholders.

The risk that there are insufficient reserves to provide for adverse variations on actual and future experience.  The Medical Schemes Act 
131 of 1998, as amended, requires a minimum solvency ratio of accumulated funds expressed as a percentage of gross annual 
contributions to be 25%.  The Scheme’s solvency ratio was 31.1% as at 31 December 2016 and 32.9% at 31 December 2015. 



KEYHEALTH MEDICAL SCHEME

NOTES TO THE  ANNUAL FINANCIAL STATEMENTS
for the year ended 31 December 2016

29. FINANCIAL RISK MANAGEMENT - (continued)

29.8 Legal risk

29.9 Investment risk

Breakdown of investments

The investments managed by the Trustees are split between the following categories in the annual financial statements: 

- Held-to-maturity financial investments;
- Financial assets held at fair value through profit or loss; and
- Available for sale financial assets.

67

Legal risk is the risk that the Scheme will be exposed to contractual obligations which have not been provided for.  At 31 December 
2016, the Scheme did not consider there to be any significant concentration of legal risk that had not been provided for (2015: R0).

Investment risk is the risk that the investment returns on accumulated assets will not be sufficient to cover future liabilities.  Continuous 
monitoring takes place to ensure that appropriate assets are held  where the Scheme liabilities are dependent on the performance of the 
investment portfolio and that a suitable match of assets exists for all liabilities.



KEYHEALTH MEDICAL SCHEME

NOTES TO THE  ANNUAL FINANCIAL STATEMENTS
for the year ended 31 December 2016

2016 2015
R’000 R’000

29. FINANCIAL RISK MANAGEMENT - (continued)

To understand the risks associated with these investments better, the following disclosure is presented under each category.

Financial assets held at fair value through profit or loss

Investec Swix - Equity linked note 37 892           37 848            
BNP Paribas - inward listed warrant 35 452           35 000            

Total 73 344           72 848            

Available for sale financial assets

Available for sale financial assets are made up of the following:

Prudential - Insurance contract 141 672         130 498          
Coronation - Insurance contract 125 015         115 765          
Cadiz - Share portfolio -                     45 544            
PSG Wealth - Share portfolio 48 076           -                      
Investec High Income Fund - Collective investment scheme 6 902             6 352              
Stanlib - Property collective investment scheme 3 576             3 209              
Stanlib - Medical collective investment scheme 120 964         116 454          
Sanlam - Money market collective investment scheme -                     1 410              
Sanlam - Absolute return insurance contract 102 540         92 592            

548 745         511 824          

68

Financial assets held at fair value through profit or loss are made up of the 
following:



KEYHEALTH MEDICAL SCHEME

NOTES TO THE  ANNUAL FINANCIAL STATEMENTS
for the year ended 31 December 2016

29. FINANCIAL RISK MANAGEMENT - (continued)

Fair value estimation

 •
 •

 •

Level 1 Level 2 Level 3 Total
R’000 R’000 R’000 R’000

Financial assets at fair value through profit or loss
 • -                       73 344             -                     73 344            

Available-for-sale investments
 • Share Portfolio 48 076             -                       -                     48 076            
 •

-                       500 669           -                     500 669          

48 076             574 013           -                     622 089          

Level 1 Level 2 Level 3 Total
R’000 R’000 R’000 R’000

Financial assets at fair value through profit or loss
 • -                       72 848             -                     72 848            

Available-for-sale investments
 • Share Portfolio 45 544             -                       -                     45 544            
 •

-                       466 280           -                     466 280          

45 544             539 128           -                     584 672          

If one or more of the significant inputs is not based on observable market data, the instrument is included in level 3.

Specific valuation techniques used to value financial instruments include:

 • Quoted market prices or dealer quotes for similar instruments.
 •

 •

Investments in equity linked notes and inward listed
warrants

Investments in collective investment schemes and
insurance contracts

2016

Quoted prices (unadjusted) in active markets for identical assets or liabilities (level 1).

Inputs other than quoted prices included within level 1 that are observable for the asset or liability, either directly (that is, as prices) 
or indirectly (that is, derived from prices) (level 2).

69

As required by IFRS 7 and set out in IFRS 13 for financial instruments that are measured in the statement of financial position at fair 
value, the disclosure of fair value measurements should be by level of the following fair value measurement hierarchy:

The fair value of financial instruments traded in active markets is based on quoted market prices at the statement of financial position 
date. A market is regarded as active if quoted prices are readily and regularly available from an exchange, dealer, broker, industry group, 
pricing service, or regulatory agency, and those prices represent actual and regularly occurring market transactions on an arm’s length 
basis. 

The fair value of financial instruments that are not traded in an active market is determined by using valuation techniques. These 
valuation techniques maximise the use of observable market data where it is available and rely as little as possible on entity specific 
estimates. If all significant inputs required to fair value an instrument are observable, the instrument is included in level 2.

The fair value of interest rate swaps is calculated as the present value of the estimated future cash flows based on observable 
yield curves.

Other techniques, such as discounted cash flow analysis, are used to determine fair value for the remaining financial instruments.

Investments in equity linked notes and inward listed
warrants

Inputs for the asset or liability that are not based on observable market data (that is, unobservable inputs) (level 3).

2015

Investments in collective investment schemes and
insurance contracts
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KEYHEALTH MEDICAL SCHEME

NOTES TO THE  ANNUAL FINANCIAL STATEMENTS
for the year ended 31 December 2016

31. TRUSTEES’ AND AUDIT COMMITTEE REMUNERATION AND CONSIDERATION

2016

Honorarium Meeting fee Allowances

Travel and 
Accommo-

dation
Conference 

fees Total cost
R’000 R’000 R’000 R’000 R’000 R’000 R’000

1 Bennett  P 121                 29                    6                    75                    6                      12                  249                 
2 Bouillon SG 121                 27                    6                    32                    6                      12                  204                 
3 Deetlefs JP 113                 15                    6                    6                      1                      -                     140                 
4 Fourie BG* -                     12                    -                     3                      0                      -                     15                   
5 Gouws PJS 126                 39                    8                    147                  7                      12                  339                 
6 Greyling JH 153                 43                    11                  109                  1                      12                  331                 
7 Grobbelaar JH 120                 15                    6                    25                    4                      -                     170                 
8 Kruger DPJ 121                 33                    6                    33                    6                      12                  211                 
10 Mulder OJH 112                 19                    6                    80                    11                    12                  240                 
11 Sharman EP 122                 33                    9                    144                  2                      12                  323                 
12 van den Berg A* -                     16                    -                     5                      0                      -                     21                   
14 Vermaak EW 113                 27                    6                    106                  0                      12                  265                 
15 Wagener JH* -                     16                    -                     5                      0                      -                     21                   
16 Young A 113                 23                    6                    64                    5                      12                  224                 

1 337             347                  74                  833                  50                    111                2 752              

*Independent Audit Committee members (part/full period) (57)                  

Trustees excluding independent  audit committee members 2 695              

Trustees & 
Audit 

Committee 
members*

Total expenses

72

Other 
disbursements 
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31. TRUSTEES’ AND AUDIT COMMITTEE REMUNERATION AND CONSIDERATION - (continued)

2015

Honorarium Meeting fee Allowances

Travel and 
Accommo-

dation
Conference 

fees Total cost
R’000 R’000 R’000 R’000 R’000 R’000 R’000

1 Bennett  P 113                 28                    5                    55                    3                      9                    214                 
2 Bouillon SG 113                 25                    5                    31                    4                      9                    187                 
3 Deetlefs JP 104                 11                    5                    6                      1                      -                     127                 
4 Fourie BG* -                     15                    -                     4                      0                      -                     19                   
5 Gouws PJS 113                 30                    5                    100                  4                      9                    261                 
6 Greyling JH 143                 42                    11                  147                  2                      9                    353                 
7 Grobbelaar JH 112                 16                    5                    29                    3                      -                     165                 
8 Kruger DPJ 113                 33                    5                    46                    4                      9                    211                 
10 Mulder OJH 105                 26                    5                    81                    7                      9                    234                 
11 Sharman EP 120                 40                    11                  159                  3                      9                    341                 
12 van den Berg A* -                     11                    -                     3                      0                      -                     15                   
14 Vermaak EW 105                 22                    5                    97                    0                      9                    238                 
15 Wagener JH* -                     15                    -                     4                      0                      -                     19                   
16 Young A 103                 15                    5                    53                    2                      9                    188                 

1 243             329                  69                  816                  34                    81                  2 571              

*Independent Audit Committee members (part/full period) (53)                  

Trustees excluding independent  audit committee members 2 518              
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32. NON-COMPLIANCE WITH THE MEDICAL SCHEMES ACT

32.1 Sustainability of benefit options

 • Continuing to allow for reasonable increases of the right profile members;
 •

 • Improving the overall membership profile of the Scheme;
 • Reducing claims expenses of the Scheme through effective case managements; and
 • Implementation of an investment policy to improve the return on investments.

32.2 Contributions received three days after payment becomes due

Section 26(7), of the Medical Schemes Act, stipulates the following:

32.3 PMB paid out of savings

33. COMMITMENTS

The Scheme has a guarantee in place with ABSA bank for R20 million for the ACB collection facility.

In terms of Regulation 10(6) of the Medical Schemes Act 131 of 1998, as amended requires that monies in medical savings
accounts should not be used to fund PMBs.

The Scheme appointed actuaries are actively involved in the annual design and continued monitoring of the Scheme's benefit
options. The benefit design changes were derived with the following in mind:

Redesigning benefits options in order to influence claims patterns and subsequently increase the solvency levels and
competitiveness of the Scheme;

“All subscriptions or contributions shall be paid directly to a medical scheme not later than three days after payment thereof
becoming due.”

74

The majority of the Scheme's employer group business is with Local Authorities. The SALGBC (South African Local Government
Bargaining Council) resolved that contributions for employees in Local Government be paid in arrears and confirmed this by
including it as part of the accreditation requirement for participating Medical Schemes. This decision and the tendency to pay
contributions only by the 7th of a month resulted in a major portion of the Scheme’s monthly contributions, from the various Local
Authorities, being received outside the time limit as set out in the Act.

Processes are in place to ensure that these groups are monitored closely, so as to minimise any potential financial losses to the
Scheme.

Contributions of members belonging to certain employer groups will only be suspended once the contributions received are
allocated to the specific member records. It is also the policy of some of these groups to only pay their contributions on the 7th of
the month, following the month that payment is due. Provision 13.2.1 of the Scheme Rules requires that these members should
only be suspended after 30 days of the contributions becoming due.

In terms of Section 33(2) of the Medical Schemes Act 131 of 1998, as amended, each option shall be self-supporting in terms of
membership and financial performance. The Gold, Equilibrium and Essence benefit options were not self-sustaining during 2016
based on net results.

During testing it was identified that R 23 250 worth of PMB claims were paid from savings.
To be investigated and corrected.




	AFS Cover
	AFS 1-10
	AFS 11-20
	AFS 21-30
	AFS 31-40
	AFS 41-50
	AFS 51-60
	AFS 61-70
	AFS 71-74
	AFS Cover

