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MINUTES OF THE 
ANNUAL GENERAL 
MEETING

OF MEMBERS OF THE SOUTH AFRICAN BREWERIES 

MEDICAL AID SCHEME - HELD AT THE VENUE, 

MELROSE ARC AND VIRTUALLY VIA MS TEAMS ON 

THURSDAY 19 JUNE 2025 AT 10:00
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WELCOME AND APOLOGIES

Mr William Mogase, in his capacity as the Chairperson of the Scheme, 
introduced himself and welcomed everyone present to the 2025 hybrid 
Annual General Meeting (AGM) of the SAB Medical Aid Scheme (SABMAS). 
Mr Mogase confirmed that the notice of the meeting was distributed to all 
members of the Scheme in accordance with rule 27.1.2, which requires that 
the members of the Scheme be sent no later than 14 days before the date 
of the AGM. Mr Mogase reminded members that only principal members 
of the Scheme were allowed to speak, act and vote during the meeting and 
further advised members that all voting would be online for all resolutions 
for consideration in the meeting for proper recording of the votes.

Mr Mogase noted that comments were to be made by raising their hands 
or through the chat box for minuting and auditing purposes.

1.
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ATTENDANCE AND CONFIRMATION OF 
QUORUM

Mr Mogase noted that all members attending virtually and in person would 
be recorded and that would be taken as the attendance register for the 
meeting and provided to the Council for Medical Schemes (CMS) within 
30 days after the meeting, as required by Circular 7 of 2025 issued by the 
CMS. No formal apologies have been received and recorded.

It was noted that that there was no representative from the Council for 
Medical Aid Schemes (CMS) that was present at the meeting, either online 
or physically. However, the recording of the AGM proceedings of the 
meeting will be shared no later than 30 days after the meeting.

According to 27.2.1 of the Scheme Rules, 30 members of the Scheme form 
a quorum at an Annual General Meeting must be present for a quorum to 
be met. Mr Mogase confirmed that there were 35 present in the meeting, 
and 303 members were represented by proxies. With the necessary 
quorum being present, Mr Mogase declared the meeting duly constituted.

In terms of Rule 27.6.4.3 of the Scheme, all proxies were to be submitted 
at least 48 hours prior to the meeting. Only proxies held by valid principal 
members of the Scheme, and received on or before 10am on the 
Wednesday, 17 June 2025, would be considered as valid. There were nine 
proxies that were invalid, and the reasons for this invalidity as these were 
spoilt proxies. Therefore, only 294 proxies were valid.

2.
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CONFIRMATION OF THE AGM 
FORMAT – FORMALITIES/PROXIES

Mr Mogase confirmed that the notice of the AGM was issued to all members, 
reflected the agenda of the meeting.

There were two resolutions that members needed to vote on, and attendees 
were advised that the voting line was open, and members could only 
cast their votes online. Valid proxies that had reached the Scheme by the 
deadline would be included in the count and would cover only motions 
received by 10am on Thursday 11 June 2025, as stipulated in the notice. 
Only those motions that were within the sphere of the AGM would be 
discussed.

Members would be given time to familiarise themselves with the platform 
and cast their votes for each resolution to be considered.

3.
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CHAIRPERSON’S UPDATE

Mr Mogase presented his update as the Chairperson of the Board of Trustee 
highlighting the growth performance of the Scheme over the years. Even 
though there have been continued challenges stemming from continued 
economic pressures and an evolving healthcare landscape.

Mr Mogase expressed comfort with SABMAS’s continued financial stability and 
resilience throughout this period. With the recorded solvency ratio of 96.6%, in 
comparison to the regulatory requirement of 25%. It was noted that Scheme 
recorded a net surplus of R75,8 million and its reserves remained strong, which 
provide assistance that meet the current and future claims, and reliable access 
to benefits during period of uncertainties. The Scheme continues to comply 
with the evolving regulatory requirements.

The Board of Trustees has taken proactive measures to address issues 
slowing down the Scheme’s growth. As such, to retain current members 
and raise awareness of the Scheme’s brand, specifically within the CCBSA, 
specific actions were undertaken.

Board of Trustees remained attentive in monitoring developments 
surrounding the implementation of the National Health Insurance (NHI) 
and overall rising cost in the healthcare sector. Mr Mogase emphasized 
a firm commitment to advocate for a balanced, equitable, and inclusive 
healthcare system, while ensuring that members continue to receive the 
high-quality care, they both expect and deserve.

The Chairperson concluded by stating that the existence of the Scheme 
remains to primarily safeguard the health and wellbeing of its members, 
and it would continue to provide such services.

5.
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Mr. Mogase confirmed that the Annual Financial Statements (AFS) were 
prepared by 3Sixty Health (Pty) Limited, approved by the Scheme’s auditors, 
Middel and Partners, reviewed by the Audit, Risk and Remuneration Committee, 
and subsequently approved by the Board of Trustees.

Mr Dieter Erasmus from 3Sixty Health (Pty) Limited presented the financial 
highlights for the year ending 31 December 2024. He provided an overview 
summary of the Scheme’s financial performance as contained in the audited 
Annual Financial Statement, focusing on the following salient points:

▶  	 The AFS were prepared in accordance with the International 
	 Financial Reporting Standards (IFRS) and disclosures required by 
	 the CMS.

▶ 	 The Scheme received an unqualified audit opinion issued by Middel 
	 and Partners.

▶ 	 The Scheme recorded an insurance service surplus of R4.7 million 
	 for the year, down from R10.9 million in the previous year.

▶ 	 This R6.2 million decline is primarily due to a reduction in insurance 
	 revenue, driven by a decrease in membership numbers.

▶ 	 Investment income grew by 50% year-on-year, owing to strong 
	 market performance and favorable gains on both realized and 
	 unrealized investments.

6.
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ADOPTION OF THE ANNUAL FINANCIAL STATEMENTS 
FOR THE YEAR ENDED 31 DECEMBER 2024
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▶ 	 Cash and cash equivalents declined by 24%, due to the reallocation 
	 of funds from short-term deposits to long-term investments for
	 improved returns.

▶ 	 Overall, the Scheme reported a net surplus of R75.8 million, 
	 representing a 49% increase from the previous year.

▶ 	 Investments increased by 18% year-on-year, amounting to a R107 
	 million gain, again reflecting favorable market conditions and strong 
	 investment returns.

▶ 	 The Scheme’s principal membership declined by 825 members year-
	 on-year, due to member resignations from the employer base.

▶ 	 The Scheme continues to maintain a favorable average age profile, 
	 remaining below the industry average of 31.6 years.

▶ 	 Return on investments improved by 3.8% year-on-year. The Scheme’s 
	 investment performance was exceptionally strong during the year

▶ 	 Lastly, the solvency ratio rose significantly from 88.7% to 
	 96.6%, driven by increased accumulated funds and a reduced gross 
	 contributions base.

▶ 	 A strong net surplus of R75.8 million was achieved, reflecting sound 
	 financial performance.

▶ 	 The Scheme continues to demonstrate a sound and stable financial position.



▶ 	 Importantly, the Scheme’s solvency ratio remains well above the 
	 regulatory minimum requirement of 25%, reinforcing the Scheme’s 
	 ability to meet future obligations.

Mr Richards asked about the reasonable and fair target for the solvency 
position of the Scheme as deemed about the Board of Trustees. Mr Mogase 
responded that SABMAS membership has been declining for more than 5 
years, hence the high solvency.

Primarily because, SABMAS was no longer a condition of employment at 
Coca-Cola (CCBSA). In the past, CCBSA employees had to be members 
of SABMAS, but now they can choose from other open medical schemes 
that offer cheaper and lower-contribution options. To address this, 
the Board of Trustees and PwC have developed a strategy to regain 
membership, especially from Coke, where membership is not guaranteed.

Moreover, a major part of the plan involves changing the rules to allow 
more people from different CCBSA legacy companies to join SABMAS, 
which they are not currently eligible for due to eligibility restrictions. Part of 
the reason for SABMAS’s high reserves was also the decline in membership.

Mr Mogase then proposed that the Annual Financial Statements for the 
year ended 31 December 2024 be adopted and asked for a member 
to second the adoption by raising their hand or using the chat box. Mr 
Richards seconded the proposal and Mr Mogase declared the Annual 
Financial Statements adopted.
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APPOINTMENT OF EXTERNAL AUDITORS 
FOR THE 2024 FINANCIAL YEAR

The Audit, Risk, and Remuneration Committee supported the 
recommendation and further approved by the Board for the appointment of 
Middel, and Partner as the external auditors of the Scheme for the ensuing 
financial year ending 31 December 2025.

Mr Mogase then proposed that the Scheme’s current auditors, Middel 
and Partner be appointed until the conclusion of the next Annual General 
Meeting and asked all members present to cast their votes using the online 
platform.

The vote casting process was allowed five minutes. The results of the voting 
were as follows (including proxies):

	 Total Votes Cast: 297
	 In favour: 45 (15.15%)
	 Against: 252 (84.85%)
	 Abstain: 6 (0%)

Mr Mogase declared the resolution to appoint Middel and Partners as the 
Scheme’s auditors for the ensuing year (2025) not carried.

10
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APPROVAL OF THE TRUSTEE REMUNERATION 
POLICY

Mr Mogase informed members that the principle behind the Remuneration 
Policy was to ensure that the Scheme officials fulfilled their functions on 
the Board of Trustees and other sub-Committees with the best interest of 
members, and the continued sustainability of the Scheme in mind, rather than 
with remuneration as the motivating factor.

No official would be remunerated for their time preparing for meetings or 
meeting attendance related to their duties as an Official of the Scheme. Any 
travel expenses will be reimbursed, in line with an approved Scheme Travel 
policy.

Mr Mogase then asked members present to cast their vote in the same manner 
as the first resolution. The results of the voting (including proxies) were as follows:

	 Total Votes Cast: 295
	 In favour: 40 (13.58%)
	 Against: 255 (86.44%)
	 Abstentions: 8

The resolution to approve the Trustee Remuneration Policy was not carried.

8.
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SUBMITTED MOTIONS

After addressing the statutory requirement of the AGM matters in line the 
Medical Aid Schemes Act, Mr Mogase stated that in terms of the AGM the 
Notice of Motions were to be submitted to the Scheme by 10:00 am on 11 
June 2025, by the principal member in good standing for adoption and be 
formally submit a written proposal known as a Notice of Motion.

The previous rules of the Scheme did not specify exactly what constituted 
a motion, so it was crucial that Members understood the changes to the 
Scheme Rules pertaining to motions.

Notice of Motion to be submission criteria was presented as follows:

1.	 A Notice of Motion may not deal with matters that fall outside the 
	 scope of the AGM.
2. 	 A Notice of Motion may not deal with:
	 2.1 	Matters that affect the operations of the Scheme.
	 2.2 Matters that affect how the Trustees may exercise their fiduciary 
		  or statutory duties.
	 2.3 Matters that fetter the Trustees’ discretion or compel/instruct the 
		  Trustees to act (whether by commission or omission) in a 
		  predetermined manner.
	 2.4 Matters that are inconsistent or in contravention of the Medical 
		  Schemes Act and the Scheme Rules.
3. 	 A Notice of Motion must be for the benefit of all members and/or be 
	 in the best interest of the Scheme and its members.
4. 	 A Notice of Motion must be submitted in writing, must be concise, 
	 defined, free from ambiguity, and accompanied by a detailed 
	 motivation.

9.
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If a Notice of Motion does not meet all the above-mentioned criteria, the 
Notice of Motion would be viewed as invalid. It was noted that overall 6 
motions were received by the deadline and only 1 motion was valid and the 
rest of the Notices of Motion did not meet criteria of what would constituted 
a valid Notice of Motion.

The valid motion received from Allen Esteen which met the criteria was 
read as submitted hereunder:

Good day, a Notice of Motion for consideration with respect to 2024, AGM, Notice 

of Motion six, reflected in the 2025 AGM agenda. Section nine and page eight, 

I’ve noted and appreciated, as of March 2025 that the claim statements have 

been updated to include more transparency and details, as I had motivated by way 

of motion, which I submitted for the last year’s AGM. Still a concern, however, is 

that these statements, and these are the statement that you get from the scheme, 

do not provide transactional per claim rand value, nor subtotal or total for various 

columns. For an example, all the claim statement I’ve received since March under 

the column, routine benefits, or day to day claims paid from Section, reflect zero. 

So, I’m not sure how one is to determine the accurately usage against the annual 

limit. Currently, it is stressful not knowing what the routine benefit is available, to 

plan for one’s health consultation and medication requirements for the balance of 

2025, and beyond. I’ve been provided a summary total of a routine benefit usage, 

but this does not make sense, when one statement reflects zero, there’s been 

no proper reconciliation. In April 2025 I submitted a query about routine benefit 

usage total against annual limit total, to which I have no response. Therefore, 

my Notice of Motion is for recommissioning of the summary table of each claim 

statement, that will be providing transactional, and the running accumulated use, 

day to day, slash, routine benefit versus the total limit, as well as for mental health 

and specialized dentistry. 

“
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If the changes are made to the current reporting, it will benefit all members, and 
the scheme. I therefore request that this motion be tabled to get a formal response 
as to whether, and when these changes will be made. I’ll appreciate this motion be 
considered.”

It was verified that Allan Esteen was not present in the meeting both 
physically and on the online platform.

The invalid Notice of Motions that did not meet the criteria were not read 
or taken into consideration at the AGM, as these did not meet the criteria 
and contravened the Scheme Rules. Mr Clive Liebenberg suggested that a 
communication going forward be provided to members that contravened 
the rules in cases where the motions cannot be adopted in the meeting.

Clarity was sought on the way forward for the motions that were not carried 
in the meeting. Mr Mogase clarified that in terms of the Scheme Rules 
the Board of Trustees was mandated and empowered to appoint external 
auditors of the Scheme and the matter was within the scope of the Board.

A lengthy deliberation was held centered about the liquidation of Scheme 
which was raised by Mr Elias Ranthakgwe, Mr Bongani Mashile, Mr Sahlasi 
Sibina, and Mr Thembani Mashile making reference to the Scheme which 
was endorsed in 2023 AGM. Mr Mogase re-emphasised that, when a new 
motion was being endorsed at the AGM. It would be referred to the Board of 
Trustees for consideration to establish if the motion was in the best interest 
of the Scheme and within the legal parameters governing the Scheme, and 
thereafter make a final decision.

Mr Mogase further explained that the same clarification was provided to 
the Mr Elias Ranthakgwe’s lawyers, who wrote the Scheme enquiring about 
the execution of the 2023 liquidation motion. The Board of Trustees was 
compelled to perform their fiduciary duties for the Scheme according to 
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the Medical Aid Schemes Act. Therefore, there was a clear distinction of the 
matters and limitation of the AGM and that of the Board of Trustees.

Mr Allan Richard requested to have sight of the SABMAS Service Level 
Agreement for 3Sixty Health (Pty) Limited within 30 days of the 2025 
AGM together with the PricewaterhouseCoopers (PWC) report since the 
appointment as the administrator. The matter fell outside of the AGM 
mandate, but merely within the ambit of the Board of Trustees.

Mr Shadrack Rabothate stated that any changes to the rules governing 
the Notice of Motions for the AGM should be clearly communicated to 
its members, he further encouraged strict adherence to rules that were in 
place to be progressive in the AGM.

Ms Refilwe Raseroka outlined the process followed for the rules amendment 
process pertaining to the limitation on the Notice of Motion, these were be 
submitted to the Council of Medical Schemes (CMS) for final approval.

There was an extensive deliberation between members and Mr Mogase 
providing a detailed response to each question raised which were primarily 
operational in nature. During the deliberations, Mr Mogase, cautioned 
members to refrain making allegation that could not be substantiated 
against any Employers and individuals.

In closing, Mr Mogase reminded members about the 2024 AGM’s resolution 
to refer operationally related queries and those that related to the alleged 
incompetency of the administrator to the Schemes’ governance structures, 
as part of the escalation process. He reiterated on the importance of 
either submitting these to him as the Chairperson of the Board of Trust, 
Principal Officer or the Client Liaison Officers for referral to the Operations 
Committee of the Scheme.
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GENERAL
There were no further matters discussed under general.

CLOSURE
Mr. Mogase thanked everyone and closed the meeting. Mr Mogase then 

declared the AGM closed at 12:36 pm.

  CHAIRPERSON 					     DATE
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REPORT OF THE 
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CHAIRPERSON’S UPDATE 

Important Milestones 

This Annual General Meeting marks an important milestone in the 
governance of SABMAS as we welcome the newly elected Trustees who 
will guide the Scheme into its next chapter. 

The outgoing Board leaves behind a Scheme that is financially stronger, 
more resilient, and better positioned for the future. Through strategic 
leadership and disciplined governance, the Trustees have laid a solid 
foundation upon which the incoming Board can continue to build. 

During this period, the Scheme also underwent rigorous oversight and 
investigation by the Council for Medical Schemes. The Board is proud 
to report that SABMAS emerged from these processes with favourable 
outcomes, reinforcing the strength of the Scheme’s governance structures 
and the Trustees’ commitment to transparency, accountability, and 
regulatory compliance. 

With regard to the ongoing matter before the High Court between the 
Scheme, South African Breweries Medical Aid Scheme (SABMAS), and 
SAB, one of the participating employer groups, the matter remains sub 
judice. The Board will continue to keep members informed of any material 
developments as the matter progresses. 

Despite several industry and economic challenges, the Scheme’s 
accumulated funds have grown significantly since 2022. This notable 
improvement reflects the Board’s unwavering focus on financial 
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sustainability, prudent management, regulatory compliance, and the 
protection of member interests. 

Governance and Member Focus 

The Board continued to fulfil its fiduciary responsibilities with diligence 
and integrity, ensuring sound governance, effective risk management, and 
alignment with all regulatory requirements. 

Members remain at the centre of every decision taken by the Board. The 
Scheme continues to prioritise access to quality healthcare, efficient claims 
administration, and the protection of member interests. 

Appreciation 

On behalf of the Board of Trustees, I extend sincere appreciation to our 
members, participating employers, healthcare providers, management, and 
staff for their continued support and contribution to the Scheme’s success. 

I also wish to thank my fellow Trustees for their dedication, professionalism, 
and steadfast commitment throughout the past four years. Their contribution 
has been instrumental in strengthening the governance and sustainability of 
the Scheme. 

Message to Incoming Trustees 

To our newly elected Trustees, we extend our warm congratulations and 
best wishes. 
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You assume office at a time when SABMAS is stable, well-governed, and 
positioned for continued growth and sustainability. 

The role you undertake is both a privilege and a profound responsibility. It 
demands integrity, independence, sound judgement, and an unwavering 
commitment to act in the best interests of members at all times. 

The outgoing Board is confident that you will build on the progress achieved 
since 2022 and continue to strengthen SABMAS as a trusted, sustainable, 
and member-focused medical scheme.

We thank all members for their trust and continued support and wish the 
incoming Trustees every success as they take SABMAS forward into its next 
phase.

W Mogase 
Chairperson 
SAB Medical Aid Scheme
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 REPORT OF THE BOARD OF TRUSTEES

The trustees present their report for the year ended 31 December 2025.

1. MANAGEMENT

1.1 Board of Trustees in office during the year under review and the 
date of this report:

Name 						      Member / Employer

W Mogase (Chairperson) 				    Member Elected Trustee

L Troskie 						      Employer Appointed Trustee

B Madela 						      Employer Appointed Trustee

M Gwanzura 					     Member Elected Trustee

R Raseroka 						      Member Elected Trustee

A Jefthas 						      Employer Appointed Trustee

S Frankel 						      Employer Appointed Trustee

N Gallant (Resigned 31 August 2025) 		  Member Elected Trustee

D Bouwer 						      Employer Appointed Trustee

N Sampson (Resigned 30 September 2025) 	 Member Elected Trustee
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1.2 Principal Officer
N Sibiya
Registered office address:
South African Breweries (Pty) Limited
65 Park Lane
Sandton
2146

1.3 Scheme’s registered office address and postal address
South African Breweries (Pty) Limited
65 Park Lane
Sandton
2146

1.4 Administrator
3Sixty Health (Pty) Ltd
23 West Street
Houghton Estate
Johannesburg
2198

1.5 Auditors
Middel & Partners
42 Lebombo Road 					     Private Bag 2006
Ashlea 							       Gardens Menlyn
0081 							       0063

1.6 Investment Managers
Old Mutual Wealth
2 Cullinan Close 					     PO Box 650140
Morningside 						      Benmore Gardens
2196 2010
Financial Service Provider Number 588

M&G Investments
181 Jan Smuts Drive 					     PO Box 963
Rosebank 						      Saxonworld
2196 							       2132
Financial Service Provider Number 615

Stanlib Collective Investments (Pty) Ltd
17 Melrose Boulevard 					     PO Box 202
Melrose Arch 						      Melrose Arch
2196 							       2076
Financial Service Provider Number 719

Vunani Fund Managers (Pty) Limited
6th Floor 						      PO Box 44586
Letterstedt House 					     Claremont
Newlands on Main 					     7735
Newlands
7700
Financial Service Provider Number 608
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Coronation Fund Managers
Seventh Floor, MontClare Place				    PO Box 44684
Cnr Campground and Main Road 			   Claremont
Claremont						      7735
7708
Financial Service Provider Number 548

Sanlam
2 Strand Road 						      PO Box 1
Bellville 							      Sanlamhof
7530 							       7532
Financial Service Provider Number 2759

Aluwani Capital Partners (Pty) Ltd
EPPF Office Park Postnet Suite 8
24 Georgian Crescent East				    Private Bag X75
Bryanston East 						      Bryanston
Johannesburg 						      2021
2152
Financial Service Provider Number 46196

Ashburton Management Company (RF) (Proprietary) Limited
2 Merchant Place
9 Friedman Drive
Sandton
2196
Financial Service Provider Number 40169

Mazi Capital (Pty) Ltd
4th Floor, North tower 					     PO Box 784583
90 Rivonia Road	  				    Sandton
Sandton 						      2146
2146
Financial Service Provider Number 46405

1.7 Health Care Consultants
Insight Actuarial Solutions (Pty) Ltd
2nd Floor Gateway West Offices 				   Private Bag X159
22 Magwa Crescent 					     Halfway House
Waterval City 						      Midrand
Midrand 						      1685
2066

PricewaterhouseCoopers Inc
4 Lisbon Lane, Waterfall City 				    Private Bag X36
Jukskei View 						      Sunninghill
2090 							       2157

1.8 Principal Banker
First National Bank Limited
No.4 First Place, Bankcity 				    PO Box 7791
Cnr Kerk & Simmonds Street 				    Johannesburg
Johannesburg 						      2000
2001
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2. DESCRIPTION OF THE MEDICAL AID

2.1 Terms of registration

South African Breweries Medical Aid Scheme (“the Scheme”) is a non-profit 
closed healthcare fund registered in terms of the Medical Schemes Act 131 
of 1998 (“the Act”), as amended. 

Its membership is restricted to employees of South African Breweries 
Proprietary Limited (“SAB”), and Coca-Cola Beverages South Africa (Pty) Ltd 
(“CCBSA formerly known as ABI Bottling (Pty) Ltd”) including subsidiaries 
and past subsidiaries of the SAB Miller Plc Group, as well as all current and 
future related entities of both SAB and CCBSA, which have been admitted 
to participation in the Scheme.

2.2 HEALTHCARE FUND OPTIONS WITHIN THE SCHEME

The Scheme offers two options to its members. These are:
- Essential
- Comprehensive

2.3 PERSONAL MEDICAL SAVINGS ACCOUNT

In order to provide a facility for members to set funds aside to meet future 
healthcare costs not covered in the benefit options, the Trustees have 
made available a medical savings account facility on the Comprehensive 
option. No savings option is available on the Essential option.

In respect of the Comprehensive option, an amount equal to 10% (2024: 
10%) of the member’s total contribution is credited to the members’ savings 
account on a monthly basis.

The liability to the members in respect of the savings account is reflected as 
a current liability in the financial statements, repayable in terms of Regulation 
10 of the Act. Savings contributions are refundable upon a member leaving 
the Scheme or where a member transfers from the Comprehensive option to 
the Essential option. The money is transferred to the member within 5 months 
of such change taking place. Where the member joins another scheme with 
a savings option, the money is transferred directly to the new scheme.

Unexpended medical savings balances are accumulated for the long-term 
benefit of the member and interest is paid on positive balances. Interest is 
determined at 90% of the current account interest rate.

Advances on savings contributions are funded from the Scheme’s funds 
and the Scheme will assess the advances for impairment.
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The Scheme Rules for Personal Medical Savings Accounts (PMSA) were 
amended, effective from 2018. There is no trust relationship with regards 
to Personal Medical Savings Accounts in terms of the Rules of the fund.

2.4 RISK TRANSFER ARRANGEMENTS

For the year under review, the Scheme continued with a risk transfer 
arrangement with Netcare 911. Further details of which are set out in note 
11 to the annual financial statements.

3. INVESTMENT STRATEGY OF THE SCHEME

The Scheme’s primary investment objective is to maximise the return on its 
investments on a long-term basis at minimal risk. The investment strategy 
takes into consideration both constraints imposed by legislation (Regulation 
30 of the Medical Schemes Act, read in conjunction with Annexure B) and 
those imposed by the Board of Trustees.

The investment objectives of the Scheme are as follows:
- to remain financially sound at all times;
- to remain liquid enough to meet commitments as and when they fall due;
- to make adequate provision for possible long-term adverse claims 
   experience;
- to manage and contain the effects of financial risk;
- to satisfy regulatory requirements in respect of medical scheme 
   investments; and
- to maintain the accumulated funds requirement as set out in the Act at 
   all times.

The Scheme invested in various investment instruments during 2025. This 
policy is reviewed annually, taking into consideration compliance with the 
Act, the risk and returns of the various investment instruments and funds 
available. For further details on the Scheme’s investments refer to note 3 of 
the annual financial statements.

4. MANAGEMENT OF INSURANCE RISK

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 members. As such the 
Scheme is exposed to the uncertainty surrounding the timing and severity 
of claims under the contract.
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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 management 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 are 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 statistical techniques. There are 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.

4.1 RISK MANAGEMENT

The Board of Trustees understand the importance of sound risk management 
and remains committed to the principles of ethical leadership and strong 
corporate governance. 
These principles serve to protect the long-term sustainability of the Scheme 
and ensure its continued ability to provide value to its members. To this 
end, the Board conducts regular reviews of the risks facing the Scheme, 
actively managing those within its control. In shaping the Scheme’s strategic 
direction, several key risks have been identified:

4.1.1 MEMBER RETENTION

The Scheme is exposed to the risk of declining membership, particularly 
due to employer groups reducing their workforce in response to industry 
changes. To mitigate this risk, the Scheme maintains close engagement 
with employer groups through dedicated relationship managers and 
ongoing discussions with key stakeholders. The financial impact of 
membership fluctuations is carefully assessed during the Board’s annual 
pricing reviews.
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4.1.2 MEMBER RISK PROFILE

Sustained growth of a younger, healthier membership base is essential to 
balance the impact of an ageing population and maintain the competitive 
value of the Scheme’s product offerings.

4.1.3 REGULATORY CHANGE

Changes in healthcare regulations, including the potential implementation 
of a National Health Insurance (NHI) system, may impact the Scheme’s 
ability to provide sustainable benefits to its members. The Board actively 
manages this risk through ongoing engagement with regulators .

4.1.4 RISING HEALTHCARE COSTS

Escalating healthcare costs, particularly in the absence of regulatory 
cost controls associated with prescribed minimum benefits (PMBs), pose 
a financial risk to the Scheme and exacerbate affordability constraints 
for members. Cost-containment initiatives, including clinical outcome 
monitoring, provider engagement, and ongoing research, are key strategies 
employed to mitigate this risk. The Scheme also monitors PMB-related 
claims and engages directly with providers where costs exceed expected 
thresholds.

4.1.5 SUSTAINABILITY OF BENEFIT OPTIONS

Setting contribution rates before actual claims experience is realized creates 
a pricing risk, particularly if contributions are underestimated. Additionally, 
increased healthcare demand from an ageing membership may drive 
costs beyond inflation and members’ affordability limits. The Scheme 
mitigates this risk through rigorous risk management policies, including 
tariff negotiations, preauthorisation, case management, benefit limits, and 
managed care initiatives.

4.1.6 ECONOMIC CONDITIONS

Adverse economic conditions can affect members’ ability to afford contributions 
or result in shifts to lower-cost benefit options that may not adequately meet 
their healthcare needs. To address this, the Scheme offers flexible benefit 
designs that cater to both healthcare needs and affordability, supported by 
provider networks and managed healthcare initiatives.
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4.1.7 SERVICE DELIVERY FROM KEY SERVICE PROVIDERS

The Scheme relies on service providers for critical managed care functions. 
Any failure to meet performance expectations could
negatively impact member experience, benefit accessibility, and health 
outcomes. To mitigate this, the Scheme maintains stringent service level 
agreements with key providers, monitors performance through regular 
reporting, and holds frequent management discussions to address service 
issues and operational concerns.
Additionally, managed care providers report back to the Clinical Governance 
and Ex Gratia Committee to ensure accountability and alignment with 
Scheme objectives.

4.1.8 RISING BURDEN OF DISEASE

The increasing prevalence of chronic non-communicable diseases, 
including cancer and mental health conditions, presents a growing 
challenge. Rising disease burden, coupled with escalating healthcare 
costs, places additional affordability pressures on members. The Scheme 
proactively addresses this issue through member education, disease 
management programmes, and initiatives aimed at improving healthcare 
literacy and outcomes. Long-term risks, such as the lingering effects of 
COVID-19 and the health impacts of climate change, are closely monitored 
to ensure an effective response.

The Board of Trustees remains confident that the Scheme has robust 
controls in place to effectively manage these risks, ensuring its continued 
ability to serve its members with financial stability and high-quality 
healthcare benefits.

5. REVIEW OF THE ACCOUNTING PERIOD’S ACTIVITIES

5.1 Operational statistics

Refer to note 14 of this report for a comparative analysis of the operational 
statistics of the Scheme.

5.2 Results of operations

As detailed in the annual financial statements, the Scheme generated a 
net surplus of R145,660,581 (2024: R75,751,904 net surplus) for the year 
ended 31 December 2025.
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Investment income was R117,7 million (2024: R91,2 million).

The Essential option generated an insurance service result surplus of R97,1 
million (2024: R31,9 million surplus).

The Comprehensive option generated an insurance result deficit of R48,5 
million (2024: R27,1 million deficit).

The Scheme’s solvency ratio at 31 December 2025 was 113,9% (2024: 
96,6%), which exceeded the minimum requirement of 25% as laid out by 
the Medical Schemes Act.

5.3 Accumulated funds ratio

5.4 Liability for incurred claims

The liability for incurred claims includes estimated cost of healthcare benefits that have 
been incurred before the end of the accounting period but that have not been reported 
to the Scheme by that date. This provision is determined as accurately as possible on the 
basis of a number of factors, which may 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 provision is net of estimated recoveries from members for co-payments. The 
liability for incurred claims includes the PMSA utilised (transferred from the liability 
for remaining coverage). The calculation and movements on the liability for incurred 
claims is set out in note 7.
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6. ACTUARIAL SERVICES

The Scheme’s actuaries, Insight Actuaries, are contracted to identify and 
monitor health related risks, establish claiming patterns and recommend 
contribution and benefit levels. They also participate in the monthly and 
annual calculations of the outstanding claims provision.

7. LEGAL MATTER

The Scheme is involved in an ongoing legal matter relating to the 
participation of one of the participating employer groups, CCBSA. The 
matter relates to the qualification of CCBSA to remain on the Scheme as 
a participating employer due to the historical separation of CCBSA from 
AB-Inbev. The potential departure of CCBSA would leave the Scheme with 
an older demographic profile which in the long run would have a negative 
impact on the reserve level of the Scheme.

8. EVENTS AFTER REPORTING DATE

On 28 February 2026, the Scheme issued a formal termination notice 
to 3SixtyHealth, ending its appointment as administrator and managed 
care service provider. The termination will take effect on 31 August 2026. 
Following this decision, the Scheme has initiated a procurement process 
and is currently in the process of issuing a Request for Information (RFI) and 
Request for Proposal (RFP) to the market for the provision of administration 
and managed care services. There has been no other events after reporting 
date as at 31 December 2025.

9. GOING CONCERN

The annual financial statements have been prepared on the basis of 
accounting policies applicable to a going concern. This basis presumes 
that the funds will be available, contingent obligations and commitments 
will occur in the ordinary course of business. The Scheme has prepared the 
budget forecast which shows adequate funding for the Scheme and will 
continue to be monitored for any changes in circumstances.

10. RELATED PARTY TRANSACTIONS

Refer to related parties disclosure in Note 18 to the annual financial statements.
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11. COMMITMENTS OF THE BOARD OF TRUSTEES

11.1 AUDIT COMMITTEE

The Audit Committee continued to operate in accordance with the provisions of 
the Act. The audit committee is mandated by the Board of Trustees by means 
of a written terms of reference as to its membership, authority and duties. The 
committee consisted of five members at year-end of which two are members of 
the Board of Trustees. The majority of the members, including the chairman, are 
not officers of the Scheme or of its third party administrator.

The principal officer, financial manager of the administrator and the external 
auditors attend all committee meetings and have unrestricted access to the 
chairman of the committee.

In accordance with the provisions of the Act, the primary responsibility of the 
committee is to assist the Board of Trustees in carrying out its duties relating 
to the Scheme’s accounting policies, internal control systems and financial 
reporting practices. The external auditors formally report to the committee 
on critical findings arising from their audit activities.

At year-end the Audit Committee comprised: R Moyo (Chairperson), W 
Mogase, D Bouwer, K De Lange and K Parthab.

The committee met on four occasions during the course of the year as follows:

•   18 February 2025
•   16 April 2025
•   3 July 2025
•   2 October 2025

11.2 FINANCE AND INVESTMENT COMMITTEE

The Investment Committee (the Committee) is a duly constituted committee 
of the Board of Trustees and has the responsibility to assist the Board of 
Trustees (the Board) in carrying out their duties relating to the Scheme’s 
investment policy and strategy.

It is mandated by means of written terms of reference as to its membership, 
authority and duties.

The Committee acts in terms of the delegated authority of the Board. It has 
the power to investigate any activity within the scope of its terms of reference 
from a finance and investment perspective. The Board should however 
be kept informed at all times as to the activities and investigations being 
undertaken by the Committee.
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The Committee comprise of no fewer than three Board members. The 
Scheme appointed Old Mutual Wealth as independent investment consultants 
to assist the Committee. At year-end the Finance and Investment Committee 
comprised: R Raseroka (Chairperson), N Sampson and D Bouwer.

The Committee met four times during the year and the Principal Officer, 
Administrator and investment consultant attended all committee meetings.

11.3 OTHER COMMITTEES

The Board of Trustees also have other working committees to assist with 
the effective management of the Scheme. These are as follows:

•   Clinical and Benefits Committee
•   Communications Committee
•   Ex Gratia Committee
•   Operations Committee

12. NON-COMPLIANCE WITH MEDICAL SCHEMES ACT

12.1 Investment in administrators

Nature and impact
In terms of the Medical Schemes Act and specifically Regulation 35(8)(c), 
a medical scheme shall not invest any of its assets in the business of any 
administrator. During the year the Scheme had pooled investments with 
exposure to medical scheme administrators.

Causes of non-compliance
The Scheme’s investments in pooled investment vehicles allow investment 
managers the discretion to invest in a combination of shares and bonds 
that will best achieve their stipulated benchmark.

Corrective action
The Scheme have exemption from this section of the Act until 31 December 
2028.

12.2 Investment in participating employers

Nature and impact
In terms of the Medical Schemes Act and specifically Regulation 35(8)
(a), a medical scheme shall not invest in a participating employer. During 
the year the Scheme had pooled investments with exposure to Anheuser-
Busch InBev SA.
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Causes of non-compliance
The Scheme’s investments in pooled investment vehicles allow investment 
managers the discretion to invest in a combination of shares and bonds 
that will best achieve their stipulated benchmark.

Corrective action
The Scheme have exemption from this section of the Act until 31 December 
2028.

12.3 Outstanding contributions

Nature and impact
In terms of Section 26(7) of the Act all contributions should be received 
within 3 days of becoming due. Instances were noted where contributions 
were received late.

Causes of non-compliance
Contribution reconciliations typically take more than 3 days to be resolved, 
and instances of non-compliance might occur.

Corrective action
The Scheme has a debt policy in place which deals with late contributions. 
Ongoing follow-ups are done with affected parties
and where applicable members are suspended.

12.4 Payment of claims within 30 days

Nature and impact
In terms of section 59(2) of the Act a member or provider claim should 
be settled within 30 days of submission. Instances were noted where 
settlements took more than 30 days.

Causes of non-compliance
Delays can occur when accounts are referred for clinical audit or other 
investigations. These are however the exceptions, and claims are generally 
paid within the prescribed time.

Corrective action
The administrator is aware of the requirements and complies as far as 
possible. It is however an inherent part of the industry that a limited number 
of problematic claims may exceed the payment requirement of 30 days.
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12.5 Sustainability of benefit options

Nature and impact
In terms of section 33(2) of the Act, each benefit option shall be self-
supporting in terms of membership and financial performance. At 31 
December 2025 the Comprehensive option incurred a deficit before 
investment income and other expenditure of R12,728,503 and a surplus of 
R48,478,546 after investment income and other expenditure.

Causes of non-compliance
In 2025, the average per life per month claims increased at a much faster 
rate compared to contributions. The most significant increase in claims 
occurred in the medication category.

Corrective action
The Board of Trustees (BOT) notes that the Comprehensive option has 
reported an operating deficit in recent years. The financial sustainability 
of both benefit options remains a core strategic focus and is routinely 
assessed as part of the Scheme’s benefit design and pricing process.

The Scheme maintains a strong solvency position, supported by 
accumulated reserves that exceed regulatory requirements.

These reserves provide a financial buffer, enabling the Scheme to absorb 
short- to medium-term deficits without adversely affecting its overall 
financial soundness or members’ benefits.

The performance of the Comprehensive option is subject to continuous 
financial monitoring, including detailed experience analysis. Targeted 
corrective actions are being implemented in a phased manner to address 
claims cost pressures and improve the option’s claims ratio over time.

In addition, the Scheme regularly performs long-term solvency and 
sustainability projections to ensure that reserve levels remain sufficient 
under a range of scenarios, thereby supporting ongoing financial stability 
and compliance with regulatory standards.
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The following schedule sets out Board of Trustee meeting attendances and attendances by members of the 
Board Sub-Committees:

13. TRUSTEE AND SUB COMMITTEE MEETING ATTENDANCE
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14. OPERATIONAL STATISTICS PER BENEFIT OPTION
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TRUSTEES’ REPORT

14.1 Operational statistic for the Scheme

15. FIDELITY COVER

The Scheme was covered under a professional indemnity and fidelity 
guarantee insurance policy throughout the year under review. The cover 
amounting to R20 million (2024: R20 million).

16. APPRECIATION

The Scheme would like to express its sincere gratitude to its members, 
service providers, staff and all other stakeholders for their loyalty and 
continued support.

The annual financial statements set out on pages 25 to 81 which have 
been prepared on the going concern basis were approved by the board of 
trustees on 22 May 2026 and were signed on its behalf by:

W. Mogase
Chairman of the Board of Trustees
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The trustees are required by the Medical Schemes Act (131 of 1998 to maintain 
adequate accounting records and are responsible for the content and integrity 
of the annual financial statements and related financial information included 
in this report. These annual financial statements have been prepared in 
accordance with IFRS® Accounting Standards as issued by the International 
Accounting Standards Board (IASB®) and it is their responsibility to ensure 
that the annual financial statements satisfy the financial reporting standards 
with regards to form and content and present fairly the statement of financial 
position, results of operations and business of the scheme, and explain the 
transactions and financial position of the business of the scheme at the 
end of the financial year. The annual financial statements are based upon 
appropriate accounting policies consistently applied throughout the scheme 
and supported by reasonable and prudent judgements and estimates.

The trustees acknowledge that they are ultimately responsible for the 
system of internal financial control established by the scheme and place 
considerable importance on maintaining a strong control environment. 
To enable the trustees to meet these responsibilities, the trustees set 
standards for internal control aimed at reducing the risk of error or loss 
in a cost effective manner. The standards include the proper delegation 
of responsibilities within a clearly defined framework, effective accounting 
procedures and adequate segregation of duties to ensure an acceptable 
level of risk. These controls are monitored throughout the scheme and 
all employees are required to maintain the highest ethical standards 
in ensuring the scheme’s business is conducted in a manner that in all 
reasonable circumstances is above reproach.

The focus of risk management in the scheme is on identifying, assessing, 
managing and monitoring all known forms of risk across the scheme. 
While operating risk cannot be fully eliminated, the scheme endeavours 
to minimise it by ensuring that appropriate infrastructure, controls, systems 
and ethical behaviour are applied and managed within predetermined 
procedures and constraints.

STATEMENT OF RESPONSIBILITY BY 
THE BOARD OF TRUSTEES

TRUSTEES’ RESPONSIBILITY AND APPROVAL
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The trustees are of the opinion, based on the information and explanations 
given by management, that the system of internal control provides 
reasonable assurance that the financial records may be relied on for the 
preparation of the annual financial statements. However, any system of 
internal financial control can provide only reasonable, and not absolute, 
assurance against material misstatement or loss. The going-concern basis 
has been adopted in preparing the financial statements. 

Based on forecasts and available cash resources the trustees have no reason 
to believe that the scheme will not be a going concern in the foreseeable 
future. The annual financial statements support the viability of the scheme.

The financial statements have been audited by the independent auditing 
firm, Middel & Partners, who have been given unrestricted access to all 
financial records and related data, including minutes of all meetings of 
the beneficiary, the trustees and committees of the trustees. The trustees 
believe that all representations made to the independent auditor during the 
audit were valid and appropriate. The external auditor’s unqualified audit 
report is presented on pages 19 to 24.

The financial statements set out on pages 25 to 81 which have been 
prepared on the going concern basis, were approved by the trustees and 
were signed on22 May 2026 on their behalf by:

W Mogase (Chairperson)
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STATEMENT OF CORPORATE GOVERNANCE

South African Breweries Medical Aid Scheme (the Scheme) is committed 
to the principles and practice of responsibility accountability, fairness 
and transparency in its dealings with all stakeholders and applies good 
governance principles.

The Scheme is committed to ensuring compliance within recognised 
frameworks and conducting its affairs based on ethical values, by the 
adoption of risk assessment, evaluation and management processes and 
regular monitoring of third party administrators and providers in accordance 
with contractual service level agreements. This includes evaluating the 
performance of the Board and the Board committees against agreed terms 
of reference and performance targets, the establishment and management 
of internal controls by assessing the adequacy and effectiveness through 
the reports of the internal auditor and calling on expert and professional 
advice when required.

Board of Trustees

The Board of Trustees and its Committees meet regularly and monitor 
the performance of the Administrator and other service providers. They 
address a range of key issues and ensure discussion on items of policy, 
strategy and performance are informed and constructive.

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

To ensure compliance with corporate governance requirements, the Board 
of Trustees, subcommittees, and management have access to governance 
experts when necessary. This approach is considered sufficient to effectively 
oversee the affairs of the Scheme.

1. Ethics

The medical schemes industry faces significant challenges, including 
fraudulent claims and abuse of member benefits by certain healthcare 

STATEMENT OF CORPORATE 
GOVERNANCE BY THE BOARD 
OF TRUSTEES
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professionals and, in some cases, members. Such unethical practices 
compromise the financial sustainability of the industry and negatively 
impact all members. To counter these risks, the Scheme has implemented 
rigorous fraud prevention policies and detection mechanisms.

The Scheme adopts a zero-tolerance stance on fraud, waste, and abuse. 

Preventive measures include:

•  Raising awareness about fraud and unethical practices.
•  Implementing stringent abuse prevention tactics; and
•  Utilizing data analytics to detect irregular billing and claiming patterns.

All investigations into suspected fraudulent activities are conducted 
confidentially, and the identities of whistleblowers are protected.

2. Corporate citizenship

In accordance with the King IV Code, the Scheme recognizes its role as a 
responsible corporate citizen, acknowledging that it operates as an integral 
part of broader society. The Scheme and its Trustees are committed to 
ethical decision-making, ensuring responsible and sustainable operations.

2.1 Stakeholder engagement

The Scheme prioritizes meaningful engagement with stakeholders 
through:

•  Regular communication with key stakeholder groups.
•  Ensuring representation of major stakeholder groups on the Board 
   of Trustees.
•  Efficient resolution of stakeholder queries; and
•  Prompt attention to and escalation of complaints where necessary.

2.2 Responsible business practices

The Scheme is dedicated to maintaining responsible business practices 
that safeguard its sustainability by:

•  Employing skilled and adequately trained staff.
•  Upholding high ethical standards, honesty, and integrity; and
•  Evaluating the impact of decisions on all relevant stakeholders.

The Scheme enforces strict quality control measures, conducts performance 
evaluations, and monitors stakeholder feedback to continuously improve 
its operations.
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Internal Control

The Administrators of the Scheme maintain internal controls and 
systems designed to provide reasonable assurance of the integrity and 
reliability of the financial statements and to safeguard, verify and maintain 
accountability for its assets. 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.

Chairman 			   Trustee   			   Principal Officer
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To the Members of The South African Breweries Medical Aid Scheme.

Report on the Financial Statements

Unqualified Opinion

We have audited the financial statements of The South Africa Breweries 
Medical Aid Scheme (“The Scheme”) set out on pages 23 to 75, which 
comprise the statement of financial position as at 31 December 2025, 
and the statement of profit or loss and other comprehensive income, the 
statement of changes in members’ funds and the statement of cash flows 
for the year then ended, and notes to the financial statements, including a 
summary of significant accounting policies.

In our opinion, the financial statements present fairly, in all material respects, 
the financial position of South African Breweries Medical Aid Scheme as at 31 
December 2025, and its financial performance and cash flows for the year 
then ended in accordance with International Financial Reporting Standards 
and the requirements of the Medical Schemes Act of South Africa.

Basis for Opinion

We conducted our audit in accordance with International Standards on 
Auditing (ISA Standards). Our responsibilities under those standards are 
further described in the Auditors responsibilities for the Audit of the financial 
statements section of our report. We are independent of “The Scheme” 
in accordance with the Independent Regulatory Board for Auditors’ 
Code of Professional Conduct for Registered Auditors (IRBA Code) and 
other independence requirements applicable to performing audits of 
financial statements in South Africa. We have fulfilled our other ethical 
responsibilities in accordance with the IRBA Code and in accordance 
with other ethical requirements applicable to performing audits in South 
Africa. The IRBA Code is consistent with the corresponding sections of 
the International Ethics Standards Board for Accountant’s International 
Code of Ethics for Professional Accountants (Including International 
Independence Standards). We believe that the audit evidence we have 
obtained is sufficient and appropriate to provide a basis for our opinion.

Key Audit Matters

Key audit matters are those matters that, in our professional judgement, 
were of most significance in our audit of the financial statements of the 
current period. These matters were addressed in the context of our audit 
of the financial statements, and in forming our opinion thereon, and we do 
not provide a separate opinion on these matters.

INDEPENDENT AUDITOR’S REPORT
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Key Audit Matter

Insurance contract liability / Outstanding 
claim provision:

The Liability for incurred claims (LIC) 
provision consisting of:
- 	 Best estimate liability of claims incurred 
	 but not reported R34 000 000 (2024: 
	 R25 500 000)
- 	 Risk adjustment R703 723 (2024: 
	 R1 757 802)
- 	 Reported claims not yet paid 
	 R12 102 958 (2024: R3 219 849) forms 
	 part of the insurance contract liability. 

The insurance contract liability is 
described in note 5 to the financial 
statements. The LIC includes the 
estimated cost of healthcare benefits 
that have been incurred by the members 
before the end of the financial year 
but that have not been reported to the 
Scheme by that date (disclosed as the 
“Outstanding claims provision” in prior 
years”), as well as insurance accounts 
payable and the personal medical savings 
liability.

Per IFRS 17, the Scheme measures the 
LIC provision as the fulfilment cash flows 
plus a risk adjustment at year-end. The 
estimate of the future cash flows in terms of 
the LIC provision is adjusted to reflect the 
compensation that the Scheme requires for 
bearing the uncertainty about the amount 
and timing of the cash flows arising from 
non-financial risk including claims risk, 
membership risk, and expense risk.

The rules of the Scheme provide that 

Audit Response

Our audit procedures for the Liability of 
incurred claims (LIC) provision included the 
following:

We obtained an understanding of the 
inherent risk factors in relation to the LIC 
provision estimate;

We assessed the appropriateness and timely
recognition of the related LIC provision 
against the requirements of IFRS 17 - 
Insurance contracts;

We have gained a detailed understanding 
of the end to-end claims and LIC estimation 
process and obtained an understanding of 
the relevant controls.

We obtained the report of the Scheme’s 
independent actuary of the LIC provision 
at year end and the restated prior year 
amounts, and tested the appropriateness of 
the estimate performed as follows:

- 	 Evaluated the competence, capabilities 
	 and objectivity of the Scheme’s 
	 independent actuary;
- 	 Obtained an understanding of the method
	 and models used in calculating the LIC
	 provision estimate and assessed whether 
	 it is appropriate in terms of acceptable
	 methodologies, industry standards, and 
	 that they meet the measurement 	
	 objectives of IFRS 17;
- 	 Obtained an understanding of the 
	 significant assumptions used in the 
	 estimate and, challenged whether the 
	 assumptions are appropriate for the 
	 estimate of the LIC provision and the risk 
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claims may only be paid if the Scheme is 
notified of the claim and documentation is 
submitted within 4 months of the date
of the healthcare service.

At year-end, the cost of outstanding incurred 
claims is estimated by the Scheme’s actuaries, 
using the Bornhuetter-Ferguson method (BFM) 
in the calculation of the Scheme’s LIC provision. 
Considering the IFRS 17 requirements, the LIC 
estimate shows the LIC provision at various 
percentiles of the simulated LIC estimates, each 
allowing for a different assumed risk adjustment 
factor. A LIC provision between the 50th and 
60th percentile of the simulated LIC estimates 
has been selected by the Scheme.

We considered the Liability for incurred claims 
(Note 5) as a matter of most significance to the 
current year audit of the financial statements 
due to the following:

- 	 The materiality of this liability;
- 	 The degree of estimation uncertainty 
	 and complexity of the fulfilment cash 
	 flows;
- 	 Significant judgment in selecting the 
	 related risk adjustment for non-financial 
	 risk factors.

	 adjustment factors;
- 	 Obtained an understanding of the data
	 utilised in the calculation of the estimate;
- 	 Assessed the estimate for indicators of
	 possible management bias.

We obtained audit evidence from events 
occurring after the reporting period as a 
retrospective review of the LIC provision 
estimate that was set at year end:

- 	 We assessed the claims received
	 subsequent to year-end for claims 
	 incurred relating to the 2025 financial 
	 year;
- 	 We inspected the records of claims 
	 assigned audit’ status and evaluated 
	 whether the claims have been correctly 
	 included/ excluded from the LIC 
	 provision.

We evaluated the presentation of 
the disclosure relating to the LIC 
provision in the current year, as well 
as the retrospective restatement of the 
prior years, against the requirements 
of International Financial Reporting 
Standards and relevant industry guidance

We obtained claims data for the entire 
period and performed analytical, 
substantive and control testing in
order to verify the validity and 
accuracy of claims.

Validity and accuracy of claims

The significant expense for the Scheme relates 
to risk claims incurred. Risk claims incurred is 
a key driver in determining the sustainability of 
the Scheme.

The payment of valid and accurate risk claims 
is dependent on the integrity of the Scheme’s 
administration system, as well as the automated 
claim assessment control.

Risk claims incurred was considered a key audit 
matter due to the significant risk related to the 
processing of valid claims during the year.
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Other Information

The Scheme’s Trustees are responsible for the other information. The other 
information comprises the information included in the documents titled 
Report of the Board of Trustees, Statement of Responsibility by the Board 
of Trustees, and the Statement of Corporate Governance by the Board of 
Trustees. The other information does not include the financial statements 
and our auditor’s report thereon.

Our opinion on the financial statements does not cover the other information 
and we do not express an audit opinion or any form of assurance conclusion 
thereon.

In connection with our audit of the financial statements, our responsibility is 
to read the other information and, in doing so, consider whether the other 
information is materially inconsistent with the financial statements, or our 
knowledge obtained in the audit, or otherwise appears to be materially 
misstated. If, based on the work we have performed, we conclude that there 
is a material misstatement of this other information, we are required to report 
that fact. We have nothing to report in this regard.

Responsibilities of the Scheme’s Trustees for the Financial Statements

The Scheme’s Trustees are responsible for the preparation and fair 
presentation of the financial statements, in accordance with International 
Financial Reporting Standards and the requirements of the Medical 
Schemes Act of South Africa, and for such internal control as the Scheme’s 
Trustees determine is necessary to enable the preparation of financial 
statements that are free from material misstatement, whether due to fraud 
or error.

In preparing the financial statements, the Scheme’s Trustees are responsible 
for assessing the Scheme’s ability to continue as a going concern, 
disclosing, as applicable, matters related to going concern and using the 
going concern basis of accounting unless the Scheme’s trustees either 
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intend to liquidate the Scheme or to cease operations, or have no realistic 
alternative but to do so.

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the 
financial statements are free from material misstatement, whether due to 
fraud or error, and to issue an auditor’s report that includes our opinion. 
Reasonable assurance is a high level of assurance but is not a guarantee 
that an audit conducted in accordance with ISA Standards will always 
detect a material misstatement when it exists. Misstatements can arise 
from fraud or error and are considered material if, individually or in the 
aggregate, they could reasonably be expected to influence the economic 
decisions of users taken on the basis of these financial statements.

As part of an audit in accordance with ISA Standards, we exercise 
professional judgement and maintain professional scepticism throughout 
the audit. We also:
▶ 	 Identify and assess the risks of material misstatement of the financial 
	 statements, whether due to fraud or error, design and perform audit 
	 procedures responsive to those risks, and obtain audit evidence that 
	 is sufficient and appropriate to provide a basis for our opinion.

The risk of not detecting a material misstatement resulting from fraud is 
higher than for one resulting from error, as fraud may involve collusion, 
forgery, intentional omissions, misrepresentations, or the override of
internal control.
▶ 	 Obtain an understanding of internal control relevant to the 
	 audit in order to design audit procedures that are appropriate in the 
	 circumstances, but not for the purpose of expressing an opinion on 
	 the effectiveness of the Scheme’s internal control.
▶ 	 Evaluate the appropriateness of accounting policies used and the 
	 reasonableness of accounting estimates
	 and related disclosures made by the Scheme’s Trustees.
▶ 	 Conclude on the appropriateness of the Scheme’s Trustees’ use of 
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	 the going concern basis of accounting and based on the audit 
	 evidence obtained, whether a material uncertainty exists related to 
	 events or conditions that may cast significant doubt on the Scheme’s 
	 ability to continue as a going concern. If we conclude that a material 
	 uncertainty exists, we are required to draw attention in our auditor’s 
	 report to the related disclosures in the financial statements or, if such 
	 disclosures are inadequate, to modify our opinion.
	 Our conclusions are based on the audit evidence obtained up to the 
	 date of our auditor’s report. However, future events or conditions may 
	 cause the Scheme to cease to continue as a going concern.
▶  	 Evaluate the overall presentation, structure and content of the 
	 financial statements, including the disclosures, and whether the 
	 financial statements represent the underlying transactions and events 
	 in a manner that achieves fair presentation.

We communicate with the Scheme’s Trustees regarding, among other 
matters, the planned scope and timing of the audit and significant audit 
findings, including any significant deficiencies in internal control that we 
identify during our audit.

From the matters communicated with the Scheme’s Trustees, we determine 
those matters that were of most significance in the audit of the financial 
statements of the current period and are therefore the key audit matters.

We describe these matters in our auditor’s report unless law or regulation 
precludes public disclosure about the matter or when, in extremely rare 
circumstances, we determine that a matter should not be communicated 
in our report because the adverse consequences of doing so would 
reasonably be expected to outweigh the public interest benefits of such 
communication.

Report on Other Legal and Regulatory Requirements

Non-compliance with the Medical Schemes Act of South Africa

As required by the Council for Medical Schemes, we report the following 
material instances of non-compliance with the requirements of the 
Medical Schemes Act of South Africa as amended that have come to our 
attention during the course of our audit:
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1. 	 Non-compliance with section 35(8)(c) of the Medical Schemes Act 
	 131 of 1998, as amended, of South Africa:
	 A medical scheme shall not invest any of its assets in the business of 
	 any administrator. During the year the Scheme had pooled
	 investments with exposure to medical scheme administrators. The 
	 Scheme’s investments in pooled investments vehicles allow 
	 investment managers the discretion to invest in a
	 combination of shares and bonds that will best achieve their 
	 stipulated benchmark. The Scheme has made application to the 
	 Council for Medical Schemes and received an exemption from this 
	 section of the Medical Schemes Act. The Scheme have exemption 
	 from this section of the Act until 31 December 2028.

2. 	 Non-compliance with Regulation 35(8)(a) of the Medical Schemes 
	 Act 131 of 1998, as amended, of South Africa:
	 In terms of the Medical Schemes Act and specifically Regulation 
	 35(8)(c), a medical scheme shall not invest
	 in a participating employer. During the year the Scheme had pooled 
	 investments with exposure to Anheuser-Busch InBev SA.
	 The Scheme’s investments in pooled investment vehicles allow 
	 investment managers the discretion to invest
	 in a combination of shares and bonds that will best achieve their 
	 stipulated benchmark. The Scheme have exemption from this section 
	 of the Act until 31 December 2028.

3. 	 Non-compliance with section 26(7) of the Medical Schemes Act 131 
	 of 1998, as amended, of South Africa:
	 In terms of section 26(7) of the Medical Schemes Act 131 of 1998, all 
	 contributions shall be paid to a medical scheme not later than three 
	 days after payment thereof becomes due. 
	 There are trade receivables consisting of members at year end which 
	 had not paid contributions. This may pose a financial risk to the 
	 Scheme due to non-payment as well as a loss of interest on these 
	 amounts to the Scheme. The Scheme has a debt policy in place 
	 which deals with late contributions. On-going follow up are done 	
	 with affected parties and where applicable members are suspended.
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4. 	 Non-Compliance with section 59(2) of the Medical Schemes Act 131 
	 of 1998, as amended, of South Africa:
	 In terms of section 59(2) of the Medical Schemes Act, accounts must 
	 be paid to the member or supplier of the services, any benefit owing 
	 to that member or supplier of services within 30 days after the 
	 day on which the claim in respect to the benefits was received by the 
	 Scheme. Instances were noted where settlements took more than 
	 30 days.

5. 	 Non-compliance with section 33(2) of the Medical Schemes Act 131 
	 of 1998, as amended of South Africa:
	 In terms of section 33(2) of the Act, each benefit option shall be self-
	 supporting in terms of membership and financial performance. At 
	 31 December 2025 the Comprehensive option incurred a deficit 
	 before investment income of R12 758 503 and a surplus of 
	 R48 697 345 after investment income. This was due to the average
	 life per month claims increasing at a much faster rate compared to 
	 contributions.

Audit Tenure

As required by the Council for Medical Schemes’ Circular 38 of 2018, 
Audit Tenure, we report that Middel & Partners Pretoria East Incorporated 
has been the auditor of South African Breweries Medical Aid Scheme 
for 3 years. The engagement partner, Jacques Jean Marais, has been 
responsible for 3 years.

Middel & Partners
Per: Jacques Jean Marais
Chartered Accountant (SA)
Registered Auditor
22 May 2026
Pretoria
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STATEMENT OF 
FINANCIAL POSITION



ANNUAL GENERAL MEETING 2026   |   SAB Medical Aid54

STATEMENT OF SURPLUS OR DEFICIT AND 
OTHER COMPREHENSIVE INCOME
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STATEMENT OF CASH FLOWS
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ACCOUNTING POLICIES

1. MATERIAL ACCOUNTING POLICIES

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

Statement of compliance

The annual financial statements have been prepared in accordance with International 
Financial Reporting Standards (IFRS®) as issued by the International Accounting Standards 
Board (IASB®) and the requirements of the Medical Schemes Act 131 of 1998
of South Africa (the Act).

Basis of operation

The annual financial statements provide information regarding the financial position, 
results of operations and changes in financial position of the Scheme. These have been 
prepared under the historical cost convention, except for fair value through profit or loss 
investments, which are measured at fair value.

The cash flows from operating activities are reported using the direct method. Acquisitions 
of financial assets at fair value through profit or loss and proceeds from disposals of 
financial assets at fair value through profit or loss are disclosed within
investing activities.

All monetary information and figures presented in the annual financial statements are 
rounded to the nearest South African Rand, which is the Scheme’s functional currency, 
unless otherwise indicated.

For accounting purposes, medical schemes meet the definition of a mutual entity in
IFRS 3. As a result the Scheme recognises the future fulfilment cash flows in respect 
of current and future members as a liability, limited to the current available funds. It is 
expected that the remaining assets and accumulated funds of the Scheme will be used to 
pay current and future policyholders.

A liability for future members is recognised due to the Scheme’s obligation to:
- provide coverage to that member;
- pay incurred claims of that member; or
- provide coverage to future members.

The liability has been determined on the basis that future administration expenses will be 
paid out of future contributions.

1.1 Financial instruments

Financial instruments are recognised when and only when, the Scheme becomes a party 
to the contractual provisions of the particular instrument.

The Scheme de-recognises a financial asset when and only when:
• The contractual rights to the cash flows arising from the financial asset have expired or 
been forfeited by the Scheme; or
• It transfers the financial asset, neither retaining nor transferring substantially all the risks 
and rewards of ownership of the asset, but no longer retains control of the asset.
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A financial liability is de-recognised when and only when the liability is extinguished, that 
is, when the obligation specified in the contract is discharged, cancelled or has expired.

All purchases and sales of financial assets that require delivery within the time frame 
established by regulation or market convention (“regular way” purchases and sales) are 
recognised at trade date.

Measurement and recognition

Financial instruments are initially measured at fair value plus, in the case of a financial 
asset or financial liability not measured at fair value through profit or loss, transaction 
costs that are directly attributable to acquisition or issue of the financial asset or
liability. Subsequent to initial recognition, these instruments are measured as set out below.

Derecognition of financial assets

If the Scheme retains substantially all the risks and rewards of ownership of a transferred 
financial asset, the asset continues to be recognised in its entirety and the consideration 
received is recognised as a financial liability. In subsequent periods, income arising 
from the transferred asset and expenses incurred on the associated financial liability are 
recognised in profit or loss.

Where the Scheme neither transfers nor retains substantially all the risks and rewards of 
ownership, it assesses whether it has retained control of the financial asset. Control is 
retained if the transferee does not have the practical ability to sell the asset in its entirety 
to an unrelated third party without imposing additional restrictions.

If control is not retained, the Scheme derecognises the financial asset and recognises 
separately any rights and obligations created or retained in the transfer.

If control is retained, the Scheme continues to recognise the financial asset to the extent 
of its continuing involvement.

Business model assessment

The Scheme makes an assessment of the objective of a business model in which an asset 
is held at a portfolio level because this best reflects the way the business is managed and 
information is provided to management. The information considered includes:

- 	 the stated policies and objectives for the portfolio and the operation of those 
	 policies in practice, in particular, whether management focuses on earning 
	 contractual interest revenue, maintaining a particular interest rate profile, matching 
	 the sale of the assets;
- 	 how the performance of the portfolio is evaluated and reported to the Scheme’s 
	 management;
- 	 the risks that affect the performance of the business model (and the financial assets 
	 held within that business model) and its strategy for how those risks are managed;
- 	 how managers of the business are compensated (e.g. whether compensation is 
	 based on the fair value of the assets managed or the contractual cash flows 
	 collected; and
- 	 the frequency, volume and timing of sales in prior periods, the reasons for such 
	 sales and its expectations about future sales activity. However, information about 
	 sales activity is not considered in isolation, but as part of an overall assessment of 
	 how the Scheme’s stated objective for managing the financial assets is achieved 
	 and how cash flows are realised.
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Financial assets held at fair value through profit or loss

A group of financial assets is designated as at fair value through profit or loss if it is 
managed and its performance is evaluated on a fair value basis, in accordance with the 
Scheme’s documented risk management strategy, and information about the group of 
assets is provided internally on that basis to the Scheme’s key management personnel.

Financial assets at fair value through profit or loss are initially recognised at fair value 
and the transaction costs are expensed in the profit or loss section of the Statement of 
Comprehensive Income.

The fair value of the financial instruments traded in an active market is determined by 
using quoted market prices or dealer quotes. The fair value of financial instruments not 
traded in an active market is determined by using valuation techniques that maximise the 
use of observable market data and rely as little as possible on entity specific estimates.

Gains or losses arising from subsequent changes in fair value are recognised within 
investment income under Other Income in the Statement of Comprehensive Income 
within the period in which they arise.
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IFRS 12 Unconsolidated investment structures

The Scheme has determined that its investments in pooled funds and collective investment 
Schemes (“funds”) are investments in unconsolidated structured entities. The Scheme 
invests in these funds, whose objectives range from achieving medium to
long-term capital growth and whose investment strategy do not include the use of 
leverage. The funds are managed by unrelated asset managers and apply various 
investment strategies to accomplish their respective investment objectives.

A structured entity is an entity that has been designed so that voting or similar rights are 
not the dominant factor in deciding who controls the entity, such as when any voting 
rights relate to administrative tasks only, and the relevant activities are directed by means 
of contractual arrangements.

A structured entity often has some or all of the following features or attributes:
• restricted activities;
• a narrow and well-defined objective, such as to provide investment opportunities for 
investors by passing on risks and
rewards associated with the assets of the structured entity to investors;
• insufficient equity to permit the structured entity to finance its activities without 
subordinated financial support; and
• financing in the form of multiple contractually linked instruments to investors that create 
concentrations of credit or other risks (tranches).

Trade and other receivables

Receivables are non-derivative financial assets with fixed or determinable payments that 
are not quoted in an active market, other than those the Scheme intends to sell in the 
short term.

Receivables are initially recognised at fair value plus transaction costs. The Scheme holds 
its Insurance Receivables and Loans and Receivables with the objective to collect the 
contractual cash flows and therefore measures them subsequently at amortised cost 
using the effective interest method, less expected credit losses.

Trade and other receivables comprise Insurance Receivables, arising from the scheme’s 
insurance contracts with its members and Loans and Receivables.
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Cash and cash equivalents

Cash and cash equivalents comprise current bank accounts, deposits held at call with 
banks and other short-term highly liquid investments that are readily convertible to a 
known amount of cash and which are subject to an insignificant risk of change in
value, and bank overdrafts. Cash and cash equivalents exclude funds held by investment 
managers as part of a collective investment Scheme.

Financial liabilities

After initial recognition, financial liabilities are measured at amortised cost using the 
effective interest method.

Offset

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.

1.2 Trade and other payables

Trade payables are obligations to pay for goods or services that have been acquired in 
the ordinary course of business from suppliers. Accounts payable are classified as current 
liabilities if payment is due within one year or less (or in the normal operating cycle of the 
business if longer). If not, they are presented as non-current liabilities. Trade payables are 
recognised initially at fair value and subsequently measured at amortised cost using the 
effective interest method.

1.3 Provisions

Provisions are recognised when the Scheme has a present legal or constructive obligation 
as a result of past events, for which it is probable that an outflow of economic benefits will 
be required to settle the obligation, and a reliable estimate can be made of the amount of 
the obligation. Where the effect of discounting to present value is material, provisions are 
adjusted to reflect the time value of money. The discount rate used is a rate that reflects 
current market assessments of the time value of money, and where appropriate, the risks 
specific to the liability. Future operating losses are not provided for.

1.4 Outstanding risk claims provision

Risk claims outstanding comprise provisions for the Scheme’s estimate of the ultimate cost 
of settling claims incurred but not yet reported at the reporting date. Claims outstanding 
are determined as accurately as possible but depend on a number of factors, which 
include previous experience in claims patterns, claims settlement patterns, changes in 
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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.

Estimated co-payments and payments from personal medical savings accounts are 
deducted in calculating the outstanding risk claims provision. The Scheme does not 
discount its provision for outstanding risk claims, since the effect of the time value of
money is not considered significant due to the short-term nature of the contracts.

1.5 Insurance contracts

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.

Liabilities under liability adequacy test The liabilities for insurance contracts are tested 
for adequacy by discounting current estimates of all future contractual cash flows and 
comparing this amount to the carrying amount of the insurance liabilities. Where a 
shortfall is identified, an additional provision is made and recognised in profit or loss.

1.6 Personal Medical Savings Account monies managed by the Scheme

Personal Medical Savings Accounts represent savings contributions (which are a 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 the Scheme’s accounting policies do not otherwise require recognition 
of all obligations and rights arising from the deposit component. The savings accounts 
contain a demand feature and are initially measured at fair value plus transaction costs, 
which is the amount payable to a member on demand, discounted from the first date that 
the amount could be required to be paid. Subsequent to initial measurement, the liability 
is measured at amortised cost using the effective interest rate method.

Unspent savings at year end are carried forward to meet future expenses for which the 
members are responsible. In terms of the Act, balances standing to the credit of members 
are refundable only in terms of Regulation 10 of the Act. Advances on savings contributions 
are funded from the Scheme’s funds and the risk of impairment is carried by the Scheme.

Interest payable on members’ Personal Medical Savings Accounts is expensed when incurred.
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1.7 Risk contribution income

Gross contributions comprise risk contributions and Personal Medical Savings Account 
contributions. Contributions on member insurance contracts are accounted for monthly 
when their collection in terms of the insurance contract is reasonably assured.

Risk contributions represent gross contributions after the deduction of Personal Medical 
Savings Account contributions. Risk contributions are earned from the date of attachment 
of risk, over the indemnity period on a straight-line basis. The earned
portion of risk contributions received is recognised as revenue.

1.8 Relevant healthcare expenditure

Relevant healthcare expenditure consists of risk claims incurred, managed care services 
and net income or expense from risk transfer arrangements, net of third party claims 
recoveries.

Risk claims incurred

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 in terms of 
its registered rules, whether or not reported by the end of the year. Risk claims incurred 
represent claims incurred net of discounts received, recoveries from members for co-
payments and personal medical savings accounts. Net risk claims incurred represent risk 
claims incurred after taking into account recoveries
from third parties.

Managed care services

These expenses represent internal expenditure and the amounts paid or payable to 
accredited managed care organisations contracted by the Scheme for managing the 
utilisation of costs and quality of healthcare services to the Scheme and its members. 
These fees are expensed as incurred.

Risk transfer arrangements

Risk transfer arrangements are contracts entered into by the Scheme that relate to 
insurance risk mitigation. Where such contracts give rise to a transfer of significant 
insurance risk, they are accounted for as reinsurance contracts. These contracts do not 
relieve the Scheme of its direct obligation under insurance contracts written. Risk transfer 
premiums are recognised as an expense over the indemnity period on a straight-line basis. 
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If applicable, a portion of risk transfer premiums is treated as prepayments. Risk transfer 
premiums and recovery of claims are presented in the statement of comprehensive 
income and statement of financial position on a gross basis.

Claims recoveries relating to risk transfer arrangements are equal to the cost the Scheme 
would have incurred had it not entered into the agreement to deliver the specified benefits 
to its members.

1.9 Investment income

Investment income comprises dividends and interest received and accrued on financial 
assets at fair value through profit or loss and interest on cash and cash equivalents.
Interest income is recognised using the effective interest method, taking into account the 
principal amount outstanding and the effective interest rate over the period to maturity, 
when it is determined that such income will accrue to the Scheme. 

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

Income from collective investment schemes is recognised when received.

1.10 Impairment of insurance receivables

The Scheme assesses at each reporting date whether there is objective evidence that 
an insurance receivable is impaired. An insurance receivable, or group of insurance 
receivables is impaired, and impairment losses are incurred if, and only if, there is
objective evidence of impairment as a result of one or more events that occurred after the 
initial recognition of the insurance receivable (a “loss event”) and that loss event (or events) 
has an adverse impact on the estimated future cash flows of the insurance receivable that 
can be reliably estimated.

Objective evidence that an insurance receivable or group of insurance receivables is 
impaired includes observable data that comes to the attention of the Scheme regarding 
the following loss events:
* 	 Significant financial difficulty of service provider or member debtors.
* 	 Breach of contract, such as non-payment of member contributions when due, and if 
	 these remain unpaid for extended periods.
* 	 Default or delinquency in payments due by service providers and other debtors.
* 	 Adverse changes in the payment status of members of the Scheme
*	 National or local economic conditions that correlate with non-payment of debtor 
	 contributions.
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The Scheme first assesses whether objective evidence of impairment exists, individually 
for insurance receivables that are individually significant, such as service provider debtors. 
In the case of insurance receivables which are not individually significant, such as 
contribution debtors, receivables are grouped on the basis of similar credit characteristics, 
such as type of receivable and past due status. These characteristics are used in the 
estimation of future recoverable cash flows.

If there is objective evidence that an impairment loss on an insurance receivable has 
been incurred, the amount of the loss is measured as the difference between the carrying 
amount and the present value of estimated future cash flows. The carrying amount of 
the receivable is reduced and the amount of the loss is recognised in the Statement of 
Comprehensive Income.

When a receivable is uncollectable, it is written off against the related provision for 
impairment. Such receivables are written off after all the necessary collection procedures 
have been completed and the amount of the loss has been determined. Where a 
provision for impairment has not been raised, the receivable is written off directly to 
the Statement of Comprehensive Income. Subsequent recoveries of amounts previously 
written off decrease the amount of the provision for impairment in the Statement of 
Comprehensive Income.

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, the 
previously recognised impairment loss is reversed by adjusting the
allowance account. The amount of the reversal is recognised in the Statement of 
Comprehensive Income.

Impairment of non-insurance receivables

The Scheme applies the IFRS 9 simplified approach to measure expected credit losses 
which uses a lifetime expected loss allowance for other receivables. To measure the 
expected credit losses, other receivables are grouped based on shared credit risk 
characteristics and days past due. Note 17 of the financial statements sets out information 
about impairment of other receivables.

1.11 Other income

Unclaimed benefits

Unclaimed benefits are written back to income after a period of three years.
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1.12 Allocation of income and expenditure to benefit options

The following items are directly allocated to benefit options:
- 	 risk contribution income;
- 	 risk claims incurred;
- 	 net income/(expense) on risk transfer arrangements fees;
- 	 managed care services;
- 	 administration fees paid to the administrator; and
- 	 interest paid in terms of the rules of the Scheme on personal medical savings monies.

The following items are apportioned based on the number of members on each option:
- 	 other administration expenses;
- 	 sundry income; and
- 	 net impairment losses on healthcare receivables.

The following items are apportioned based on risk contribution income:
- investment income; and
- asset management fees.

1.13 IFRS 17 - Insurance contracts

The Scheme applies IFRS 17 Insurance Contracts to insurance contracts issued or 
acquired and reinsurance contracts issued or held. Under these contracts, The Scheme 
accepts significant insurance risk from another party (the policyholder) by agreeing to 
compensate the policyholder or other beneficiary if a specified uncertain future event (the 
insured event) adversely affects the policyholder or other beneficiary, which are classified 
as insurance contracts. The Scheme was previously applying IFRS 4 to itsinsurance 
contracts, the accounting policies illustrated below have been adopted in accordance 
with IFRS 17 transitional provisions.

Current period impact

Definition, classification and separation of components

Insurance contracts are contracts under which the Scheme accepts significant insurance 
risk from a policyholder by agreeing to compensate the policyholder if a specified 
uncertain future event adversely affects the policyholder. In making this assessment,
all substantive rights and obligations, including those arising from law or regulation, are 
considered on a contract-by-contract basis. The Scheme applies judgment in assessing 
whether a contract transfers significant insurance risk.

SABMAS is a registered Medical Aid Scheme in South Africa that issues contracts which 
stipulate that SABMAS will compensate the policyholder should the policyholder claim 
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due to a specified uncertain event occurring. This compensation is in the form of
settling claims on medical expenses.

The Scheme offers 2 options to its members. Insurance risk is significant if, and only if, an 
insured event could cause the issuer to pay additional amounts that are significant in any 
single scenario, excluding scenarios that have no commercial substance (i.e., no discernible 
effect on the economics of the transaction). The Scheme accepts significant insurance risk 
from the member by agreeing to compensate the member should a specified uncertain 
event adversely affect the member, for example, providing hospitalization services should 
a member become ill. These services provided far exceed the premiums paid by the 
member. Therefore, the Scheme is accepting significant insurance risk.

To be eligible for the Premium Allocation Approach (PAA) under IFRS 17, the following 
conditions must be met:

-	 The coverage period for the group of insurance contracts is one year or less; or
-	 The PAA would result in a “reasonable approximation” to the General Measurement 
	 Model (GMM).

Level of aggregation (Unit of account)

For insurance contracts issued each benefit option exposes SABMAS to morbidity risk relating 
to it’s members. All insurance contracts within each option represent a portfolio of contracts, 
therefore all options form one portfolio. Each option is managed similarly in that on an annual 
basis, each option is reviewed and priced separately during the benefit design phase.

Each option is managed the same irrespective of a savings account being included in 
the option or not. Each option is exposed to the risk that members will seek healthcare 
services. These healthcare services span across a wide range, e.g., hospitalisation, 
dentistry, optometry etc for various diseases. Although the maximum amount that may 
be claimed differs between the benefit options, the underlying insurance risk is the same.
The portfolio is further disaggregated into groups of contracts that are issued within a 
calendar year (annual cohorts) and are (i) contracts that are onerous at initial recognition; 
(ii) contracts that at initial recognition have no significant possibility of becoming onerous 
subsequently; or (iii) a group of remaining contracts. These groups represent the level of 
aggregation at which insurance contracts are initially recognised and measured. These 
groups are not subsequently reconsidered.

The annual cohorts are determined with reference to the benefit year. The profitability 
of groups of insurance contracts issued is assessed by actuarial valuation models that 
take into consideration existing and new business written. Contracts that are onerous at 
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initial recognition are grouped separately from contracts that at initial recognition have no 
significant possibility of becoming onerous subsequently. The board has determined that 
the Scheme as a whole is not onerous.

Recognition and Derecognition

Groups of insurance contracts issued are initially recognised from the earliest of the 
following:
- 	 the beginning of the coverage period;
- 	 the date when the first payment from the policyholder is due or actually received, 
	 if there is no due date; and
- 	 when the Scheme determines that a group of contracts becomes onerous.
The Scheme recognises groups of insurance contracts it issues from the earliest of the 
beginning of the coverage period of the group of contracts, the date when the first 
payment from a member in the group is due or when the first payment is received if there 
is no due date, or for a group of onerous contracts, if facts and circumstances indicate 
that the group is onerous.

The Scheme recognises reinsurance contracts held from the earliest of the following:
- the beginning of the coverage period of the group of reinsurance contracts held; and
- the date the entity recognises an onerous group of underlying insurance contracts

Only contracts that meet the recognition criteria by the end of the reporting period are 
included in the groups. “The Scheme will derecognise a contract when the rights and 
obligations relating to the contract are extinguished, i.e., expired, discharged, or cancelled. 
If a contract modification results in derecognition, a new contract is recognised on the 
modified terms. “

Measurement

a) Contract boundary
The Scheme uses the concept of contract boundary to determine what cash flows should 
be considered in the measurement of groups of insurance contracts. This assessment is 
reviewed every reporting period. The Scheme includes in the measurement of a group 
of insurance contracts all the future cash flows within the boundary of each contract 
in the group. Cash flows are within the boundary of an insurance contract if they arise 
from substantive rights and obligations that exist during the reporting period in which the 
Scheme can compel the member to pay the premiums, or in which the Scheme has a 
substantive obligation to provide the member with insurance contract services.

A substantive obligation to provide insurance contract services ends when:
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- 	 The Scheme has the practical ability to reassess the risks of the member and, as a 
	 result, can set a price or level of benefits that fully reflects those risks; or
- 	 Both of the following criteria are satisfied:
	 a) The Scheme has the practical ability to reassess the risks of the portfolio of 
	 insurance contracts that contain the contract and, as a result, can set a price or level 
	 of benefits that fully reflects the risk of that portfolio
	 b) The pricing of the premiums up to the date when the risks are reassessed does 
	 not take into account the risks that relate to periods after the reassessment date.

Cash flows outside the insurance contracts boundary relate to future insurance contracts 
and are recognised when those contracts meet the recognition criteria. Cash flows that 
are not directly attributable to a portfolio of insurance contracts, such as some operating 
expenses, are recognised in other operating expenses as incurred.

For groups of reinsurance contracts held, cash flows are within the contract boundary 
if they arise from substantive rights and obligations of the Scheme that exist during the 
reporting period in which the Scheme is compelled to pay amounts to the reinsurer or in 
which the Scheme has a substantive right to receive services from the reinsurer.

The Scheme has determined the contract boundary for insurance contracts issued to be 
12 months with reference to its substantive obligations, and 12 months or less in respect of 
reinsurance contracts held, with reference to its substantive obligations.

b) Initial and subsequent measurement

The Scheme determined that the coverage period for each of the insurance contracts it 
issues is 12 months or less. The Scheme applies the Premium Allocation Approach (PAA), 
measurement of these contracts under the PAA qualifies by virtue of these
contracts having the coverage period of one year or less.

For insurance contracts issued, on initial recognition, the Scheme measures the Liability for 
Remaining Coverage (LRC) at the amount of premiums received, less any acquisition cash 
flows paid and any amounts arising from the derecognition of the prepaid acquisition cash 
flows asset. For reinsurance contracts held, on initial recognition, the Scheme measures 
the remaining coverage at the amount of ceding premiums paid.

The carrying amount of a group of insurance contracts issued at the end of each reporting 
period is the sum of the LRC; and the LIC, comprising the fulfilment cash flows related to 
past service allocated to the group at the reporting date. The carrying
amount of a group of reinsurance contracts held at the end of each reporting period is the 
sum of the remaining coverage; and the incurred claims, comprising the fulfilment cash 
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flows related to past service allocated to the group at the reporting date.

For insurance contracts issued, at each of the subsequent reporting dates, the LRC is 
increased for premiums received in the period; decreased for insurance acquisition cash 
flows paid in the period; decreased for the amounts of expected premiums received 
recognised as insurance revenue for the services provided in the period; and increased for 
the amortisation of insurance acquisition cash flows in the period recognised as insurance 
service expenses.

For reinsurance contracts held, at each of the subsequent reporting dates, the remaining 
coverage is increased for ceding premiums paid in the period; and decreased for the 
amounts of ceding premiums recognised as reinsurance expenses for the services 
received in the period.

The Scheme does not adjust the LRC for insurance contracts issued and the remaining 
coverage for reinsurance contracts held for the effect of the time value of money as 
insurance premiums are due within the coverage of contracts, which is one year or less.

If a group of contracts becomes onerous, the Scheme increases the carrying amount 
of the LRC to the amounts of the fulfilment cash flows determined under the General 
Measurement Model (GMM) with the amount of such an increase recognised in insurance 
service expenses. Subsequently, the Scheme amortises the amount of the loss component 
within the LRC by decreasing insurance service expenses. The loss component 
amortisation is based on the passage of time over the remaining coverage period of 
contracts within an onerous group. If facts and circumstances indicate that the expected 
profitability of the onerous group during the remaining coverage has changed, then the 
Scheme remeasures the fulfilment cash flows by applying the GMM and reflects changes 
in the fulfilment cash flows by adjusting the loss component as required until
the loss component is reduced to zero.

c) Fulfilment cash flows within contract boundary

The fulfilment cash flows are the current estimates of the future cash flows within the 
contract boundary of a group of contracts that the Scheme expects to collect from 
premiums and pay out for claims, benefits and expenses, adjusted to reflect the timing 
and the uncertainty of those amounts. The Scheme estimates fulfilment cash flows at the 
portfolio level and then allocates such estimates to groups of contracts.

The Scheme assessed the following future cash flows to arise:
- 	 Premiums (cash inflow)
- 	 Policy administration and maintenance costs (cash outflow)
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- 	 Payments from incurred claims (cash outflow)
- 	 Directly attributable costs (cash outflow)
- 	 Recoveries from the Road Accident Fund (RAF) (cash inflow)
- 	 Premiums allocated to Personal Medical Savings Account (PMSA) (cash inflow)

The cash flows will be further split into the following for determining the Liability for 
Incurred Claims (‘LIC’) and Liability for Remaining Coverage(‘LRC’):
- 	 Incurred claims (reported and unreported)
- 	 Claims handling costs
- 	 Premiums
- 	 Attributable expenses
- 	 Expected claims pay-outs

The estimates of future cash flows are based on a probability weighted mean of the 
full range of possible outcomes; are determined from the perspective of the Scheme, 
provided the estimates are consistent with observable market prices for market variables; 
and reflect conditions existing at the measurement date. An explicit risk adjustment for 
non-financial risk is estimated separately from the other estimates. As the contracts are 
measured under the PAA, the explicit risk adjustment for non-financial risk (except for 
those contracts that are onerous) is only estimated for the measurement of the LIC.

The following method/ technique of estimation for the identified cash flows in computing 
LIC are expected (based on an analysis of historical payment patterns):
- 	 A combination of apriori/ FNOL (first notification of loss) estimates as well as case 
	 estimates (based on claims assessors’ feedback) depending on the stage at which 
	 each claim is.
- 	 Based on traditional actuarial triangulation methods as well as management input 
	 on the expectations of claims experience.
In the measurement of reinsurance contracts held, the probability weighted estimates 
of the present value of future cash flows include the potential credit losses and other 
disputes of the reinsurer to reflect the non-performance risk of the reinsurer. 

The Scheme uses consistent assumptions to measure the estimates of the present value of 
future cash flows for the group of reinsurance contracts held and such estimates for the 
groups of underlying insurance contracts.

d) Insurance acquisition costs
The Scheme includes the following acquisition cash flows within the insurance contract 
boundary that arise from selling, underwriting and starting a group of insurance contracts 
and that are:
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- 	 costs directly attributable to individual contracts and groups of contracts; and
- 	 costs directly attributable to the portfolio of insurance contracts to which the group 
	 belongs, which are allocated on a reasonable and consistent basis to measure the 
	 group of insurance contracts.

For insurance contracts issued, insurance acquisition cash flows are expensed in profit 
and loss.

e) Risk adjustment for non-financial risk
The risk adjustment for non-financial risk is applied to the present value of the estimated 
future cash flows and reflects the compensation the Scheme requires for bearing the 
uncertainty about the amount and timing of the cash flows from nonfinancial
risk as the Scheme fulfils insurance contracts. For reinsurance contracts held, the risk 
adjustment for non-financial risk represents the amount of risk being transferred by the 
Scheme to the reinsurer.

Refer to the Significant judgements and estimates in applying IFRS 17 note on the Risk 
adjustment for non-financial risk methodology.

Amounts recognised on comprehensive income
Insurance revenue

As the Scheme provides services under the group of insurance contracts, it reduces the 
LRC and recognises insurance revenue.

The amount of insurance revenue recognised in the reporting period depicts the expected 
consideration to be received over the coverage period of the contracts.

Insurance revenue comprises of the amounts relating to the changes in LRC; and Insurance 
acquisition cash flows recovery, determined by allocating the portion of premiums related 
to the recovery of those cash flows on the basis of the passage of
time over the expected coverage of a group of contracts.

Insurance service expenses

Insurance service expenses include other incurred directly attributable insurance service 
expenses; insurance acquisition cash flows; changes that relate to past service (i.e. 
changes in the fulfilment cash flows relating to the LIC); and changes that relate
to future service (i.e. losses/reversals on onerous groups of contracts from changes in the 
loss components). The Scheme does not issue insurance contracts or hold reinsurance 
contracts that include investment components.

Other expenses not meeting the above categories are included in other expenses in the 
statement of comprehensive income.
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Net income (expenses) from reinsurance contracts held

The Scheme presents financial performance of groups of reinsurance contracts held 
on a net basis in net income/(expenses) from reinsurance contracts held, comprising of 
the reinsurance expenses; incurred claims recovery; other incurred directly attributable 
insurance service expenses; effect of changes in risk of reinsurer non-performance; 
changes relating to past service (i.e. adjustments to incurred claims).

Reinsurance expenses are recognised similarly to insurance revenue. The amount of 
reinsurance expenses recognised in the reporting period depicts the transfer of received 
services at an amount that reflects the portion of ceding premiums the Scheme expects to 
pay in exchange for those services. The Scheme recognises reinsurance expenses based 
on the passage of time over the coverage period of a group of contracts.

Insurance finance income or expenses

Insurance finance income or expenses comprise the change in the carrying amount of 
the group of insurance contracts arising from the effect of financial risk and changes in 
financial risk, the Scheme does not adjust the LRC for insurance contracts issued
and the remaining coverage for reinsurance contracts held for the effect of the time value 
of money as insurance premiums are due within the coverage of contracts, which is one 
year or less. Insurance finance income or expenses is impacted by interest
accreted on the LIC; and the effect of changes in interest rates and other financial 
assumptions.

The Scheme does not disaggregate risk adjustment movement into insurance service 
results and finance results for all contracts for operational simplicity.

Significant judgements and estimates

Significant judgements and estimates in applying IFRS 17
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Areas of judgement 

Definition and classification

a) Whether a contract issued accepts 
significant insurance risk and,
similarly, whether a reinsurance contract 
held transfers significant insurance risk.

b) Whether contracts within the scope of 
IFRS 17 meet the definition of insurance 
contracts with direct participation 
features.

(c) For insurance contracts with a 
coverage period of more than one
year and for which the entity applies 
the PAA, the eligibility assessment as 
required by IFRS 17(53)(a),(54),(69)(a),(70) 
and may involve significant judgement.

Level of aggregation (Unit of account)

a) Combination of insurance contracts 
- whether the contracts with the same 
or related counterparty achieve or 
are designed to achieve an overall 
commercial effect and require 
combination.

b) Separation - whether components in 
IFRS 17(11)-(12) are distinct (i.e. meet the 
separation criteria).

Applicable to the Scheme

Applicable to the Scheme in classification 
of contracts and assessing whether 
significant insurance risk transfers.
Refer to Note 1.1.

The Scheme does not issue insurance 
contracts with investment components. In 
assessing this, the Scheme considered all 
terms and conditions within contracts
identified to be in the scope of IFRS 17.

All insurance contracts issued or 
measured by the Scheme under the PAA 
have a coverage period of one year or 
less. Thus, no assessment for insurance 
contracts under the PAA is required.

No judgement is applicable to the 
Scheme.

No judgement is applicable to the 
Scheme. The contracts
do not contain distinct components.

c) Separation of contracts with multiple 
insurance coverage - whether there are 
facts and circumstances where the legal 
form of an insurance contract does not 
reflect the substance and separation is 
required.

No judgement is applicable to the 
Scheme.
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Areas of judgement 

d) Judgements involved in the 
identification of portfolios of
contracts as required by IFRS 17(14) (i.e. 
having similar risks and
being managed together).

e) For insurance contracts issued or 
measured under the PAA,
management judgement might be 
required to assess whether facts and 
circumstances indicate that a group of 
contracts has become onerous. Further, 
judgement is required to assess whether 
facts and circumstances indicate any 
changes in the onerous group’s
profitability and whether any loss 
component remeasurement is required.

f) The determination of whether laws or 
regulations constrain the
Scheme’s practical ability to set a 
different price or level of benefits
for policyholders with different risk 
profiles so the Scheme may
include such contracts in the same 
group, disregarding the
aggregation requirements set in IFRS 
17(14)-(19), is an area of
judgement.

Applicable to the Scheme

The Scheme provides medical aid 
insurance, all contracts within each 
product line (Scheme) exposes the 
Scheme to the same risks and Schemes 
are managed together.

This area of judgement is applicable to 
the Scheme.

“In making the pricing recommendations, 
the consulting actuaries are referring 
to the guidance in the Actuarial Society 
of South Africa’s Advisory Practice 
Note APN303: Advice to South 
African Medical Scheme on Adequacy 
of Contributions. The guidance in 
APN203 follows the general guidance 
in the annual circular (e.g., Circular 
44 of 2022: Guidance on benefit 
changes and contribution increases 
for 2023) issued by the Council for 
Medical Schemes (CMS) that includes 
specific considerations with regards 
to establishing the contributions (i.e. 
pricing). From this annual circular it is 
clear that the focus are on financial 
indicators such as headline inflation 
and consumer price inflation, as well 
as utilisation increases (with no specific 
reference to the underlying reason for
such change, i.e. it is not broken down 
into the various sub-risk categories) and 
the single exist price (SEP) for medicines 
that are applicable across benefit options. 
The overall focus is on maintaining 
solvency of the Scheme as a whole, 
rather than pricing for specific individual 
health risks per benefit option. Medical 
Schemes in South Africa are legally 
required to provide certain prescribed
minimum benefits, regardless of the risk 
profile of its members and are limited in 
how these benefits are incorporated into 
the pricing of the benefits. 
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In addition, no person may be prohibited 
from becoming a member of a medical 
scheme based on the underwriting risk
associated with the prospective member. 
At most a scheme may apply late joiner 
penalties and/or waiting periods. Medical 
schemes are further prohibited from
discriminating based on age.

Given these legal / regulatory restrictions, 
there is a possibility that onerous contracts 
may be caused by these limitations.”

Areas of judgement Applicable to the Scheme

Recognition and derecognition

a) When contracts are modified, 
judgement might be applied to
establish if the modification meets the 
criteria for derecognition.

Measurement

a) The concept of a contract boundary 
is used to determine which future 
cash flows should be considered in 
the measurement of a contract in the 
scope of IFRS 17. Judgements might be 
involved todetermine when the Scheme 
is capable of repricing the entire 
contract to reflect the reassessed risks, 
when policyholders are obliged to pay 
premiums and when premiums reflect 
risks beyond the coverage period.

b) An entity may use judgement to 
determine which cash flows within the 
boundary of insurance contracts are 
those that relate directly to the fulfilment 
of the contracts.

Financial performance

a) The determination of what constitutes 
an investment component might be an 
area of judgement significantly affecting 
amounts of recognised insurance 
revenue and insurance service expenses 
as investment components should be 
excluded from those.

No judgement is applicable to the 
Scheme in 2022 and
2023, there were no contract 
modifications.

No judgement involved as the contract 
boundary for insurance contracts issued 
are 12 months or less.

The Scheme uses judgement to 
determine the extent to which expenses 
are directly attributable to fulfilling
insurance contracts.

The Scheme does not issue insurance 
contracts with investment components.
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Estimates and assumptions

The preparation of financial statements requires the use of accounting estimates. This note provides an overview 
of items that are more likely to be materially adjusted due to changes in estimates and assumptions in subsequent 
periods. Detailed information about each of these estimates is included in the notes below, together with information 
about the basis of calculation for each affected line item in the financial statements.
In applying IFRS 17 measurement requirements, the following inputs and methods were used that include 
significant estimates.

The present value of future cash flows is estimated using predetermined scenarios. The assumptions used in these 
scenarios are derived to approximate the probability weighted mean of a full range of possible outcomes.

Discount rates:

Discounting is not applicable as the cashflows fall within 12 months.

Estimates of future cash flows to fulfil insurance contracts:
Where estimates of expenses related cash flows are determined at the portfolio level or higher, they are allocated 
to groups of contracts on a systematic basis. These expenses have been allocated in terms of activity, the Scheme 
has determined that this method results in a systematic and rational allocation. Acquisition cash flows are expensed 
directly into profit and loss.

Expenses of an administrative policy maintenance nature are allocated to groups of contracts based on the 
number of contracts in force (policy count). Claims settlement related expenses are allocated based on the number 
of claims.

The Scheme applies judgement in assessing whether there are facts and circumstances indicating that insurance 
contracts may be onerous.

Assumptions used to develop estimates about future cash flows are reassessed at each reporting date and 
adjusted where required.

Methods used to measure the risk adjustment for non-financial risk
The risk adjustment for non-financial risk is the compensation that is required for bearing the uncertainty about 
the amount and timing of cash flows that arises from non-financial risk as the insurance contract is fulfilled. The 
Scheme calculates the risk adjustment using the Value-at-Risk (VaR) method for both LIC and LRC, where two 
factors are required, namely, the estimated cash flows (the BEL) and the standard deviation of the emerging 
estimated liabilities. The parameters required for the VaR have
been determined as follows:

- 	 the confidence level has been set between the 80th and 90th percentile;
- 	 the distribution of the cash flows is assumed to be normal, calibrated to reflect the confidence level 
	 of between the 80th and 90th percentile; and
- 	 the time horizon has been set between the 80th and 90th percentile.

The methods and assumptions used to determine the risk adjustment for non-financial risk were not changed 
in 2025.
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ACCOUNTING POLICIES

2. New standards, amendments and interpretations issued and not yet effective in 2025 
and relevant to the Scheme:
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NOTES TO THE FINANCIAL STATEMENTS

The overall weighted average effective interest rate on call accounts, current accounts and fixed term deposits 
for the year was 8.01% (2024: 8.98%), 6.5% (2024: 5.00%) and 8 % (2024: 9.48%) respectively.
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18. Related party transactions

3SixtyHealth (Pty) Ltd

3SixtyHealth (Pty) Ltd (3Sixty) has significant influence over the Scheme since 3Sixty participates in and 
influences the financial and operating policy decisions of the Scheme, but does not control the Scheme.

SAB (Pty) Ltd 

SAB (Pty) Limited, the member employer, has significant influence over the Scheme since SAB (Pty) Limited 
participates in and influences the financial and operating policy decisions of the Scheme, but does not control 
the Scheme.

Key management personnel

The Trustees, Principal Officer and sub-committee members are considered to be key management personnel 
since they have authority and responsibility for planning, directing and controlling the activities of the Scheme.

Key management personnels’ contributions and claims are processed in line with the Scheme’s rules and 
policies and the provisions of the Medical Schemes Act. They have received no preferential treatment for 
contributions or benefits as a result of their positions.

Transactions with related parties:
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Contribution received

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

Claims Incurred

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 third parties.

Personal Medical Savings Accounts monies

The amounts owing to the related parties relate to medical aid savings balances to which the parties have a 
right. Interest earned on these balances are allocated to members Personal Medical Savings Accounts. The 
amounts are all current, and are payable on demand should an appropriate claim be issued, or the member 
exit the Scheme.

Terms and conditions of the administration agreement

The administration agreement is in accordance with instructions given by the Trustees of the Scheme. The 
agreement is reviewed annually and is renewable depending on fee negotiations.

Terms and conditions of the managed care agreements

The managed care agreements are in accordance with instructions given by the Trustees of the Scheme. The 
agreements are reviewed annually and are renewable depending on fee negotiations.

Terms and conditions of investments in participating employers

All investments in participating employers are made and managed via external investment managers and are 
managed in terms of the agreed mandates.

The terms and conditions of the related party transactions with 
key management personnel were as follows:
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NOTES TO THE FINANCIAL STATEMENTS
Figures in R

19. Critical Accounting estimates, judgements and assumptions

The Scheme makes estimates and assumptions that affect the reported amounts of assets and liabilities 
within the next financial year. 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

Liability for incurred claims (LIC)

The provision for LIC is an estimate of the potential liability at statement of financial position date for risk 
claims that have been incurred by members but not yet received by the Scheme.

Net impairment losses - insurance receivables

Accounts receivable from members with accounts outstanding for 90 days and longer are fully impaired.
Accounts receivable from providers with accounts outstanding for 90 days and longer are fully impaired.
There are no key areas 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.

20. Insurance Risk Management

Risk management objectives and policies for mitigating insurance risk

The primary medical 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 the 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 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’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.

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, and 
by demographic split, is reviewed monthly.

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, scenario 
analyses and stress testing. 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.

Medical insurance events are, by their nature, random, and the actual number and size of events during any 
one year may vary from those estimated.
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Figures in R
Insurance Risk Management continued...

The following table summarises the concentration of insurance risk, with reference to the number of 
beneficiaries per option, per age group.

Sensitivity analysis on outstanding claims 2025

The following table provides a sensitivity on the insurance contract liabilities. The table provides the sensitivity 
before and after the impact of the Scheme being a mutual entity. As the Scheme is a mutual entity, the impact 
of any changes in the insurance liability to current members would impact the insurance liability to future 
members. The table presents information on how reasonably possible changes in risk confidence level made 
by the Scheme will impact the risk adjustment. Hospital (major medical) benefits cover all costs incurred by 
members whilst they are in hospital receiving pre-authorised treatment for certain medical conditions. Chronic 
benefits cover the cost of certain prescribed medicines consumed by members for chronic conditions and 
diseases, such as high blood pressure, cholesterol and asthma. Day-to-day benefits cover the cost of all 
out of hospital medical attention, such as visits to general practitioners and dentists as well as prescribed 
nonchronic medicines.

Hospital (major medical) benefits cover all costs incurred by members whilst they are in hospital receiving 
pre-authorised treatment for certain medical conditions. Chronic benefits cover the cost of certain prescribed 
medicines consumed by members for chronic conditions and diseases, such as high blood pressure, 
cholesterol and asthma. Day-to-day benefits cover the cost of all out of hospital medical attention, such as 
visits to general practitioners and dentists as well as prescribed nonchronic medicines.
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Insurance Risk Management continued...

Risk adjustment sensitivities

Any change in the risk adjustment will impact the incurred claims and other directly attributable expenses in 
insurance service expenses with an equal and opposite impact on the amounts attributable to future members in 
insurance services expenses.

The net impact on profit or loss for any change in the risk adjustment would therefore be nil. The analysis is based 
on a change in an assumption while holding all the assumptions constant. In practice, this is unlikely to occur, and 
changes in some of the assumptions may be correlated. No changes were made by the Scheme in the methods 
and assumptions used in preparing the above analysis. To further demonstrate the sensitivity to insurance risk, the 
risk adjustment at a 65% confidence level has also been disclosed.

Claims development

Claims development tables have not been presented as the uncertainty regarding the amounts and timing of 
claims payments is typically resolved within a year. In most cases, claims are resolved within four months from the 
time they are reported to the Scheme. At year-end, a provision is made for those claims outstanding that have 
been incurred but not yet been reported.

Risk transfer arrangements

The Scheme has a risk transfer agreement with Netcare 911 (Pty) Limited. The risk transfer agreement is, in-
substance, the same as a non-proportional reinsurance treaty, which aims to reduce the net medical insurance 
risk exposure to the Scheme.

Risk in terms of risk transfer arrangements

The Scheme cedes insurance risk to limit exposure to underwriting losses under various agreements that cover 
individual risks and defined blocks of risk on a co-insurance basis and an annually renewable term. 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 based on 
characteristics of coverage. According to the terms of the capitation agreement, the supplier provides certain 
minimum benefits to Scheme members on both benefit options, as and when required by the members. The 
Scheme does, however, remain liable to its members with respect to ceded insurance if the capitation provider 
fails to meet the obligations it assumes. When selecting a capitation provider the Scheme considers its stability 
from public rating information and from internal investigations.

Claims development

Claims development tables are not presented since the uncertainty regarding the amount and timing of claim 
payments is typically resolved within one year.
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21. Financial Risk Management

The Scheme’s activities expose it to a variety of financial risks, including the effects of changes in 
bond and 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 that the Scheme holds to meet its obligations to its 
members.

Investment risk management and investment decisions are carried out by the Scheme’s investment 
manager, under the guidance and policies approved by the Board of Trustees. The investment manager 
identifies, evaluates and economically hedges, where appropriate, financial risk associated with the 
Scheme’s investment portfolio. The investment manager provides written policies for overall investment 
risk management, as well as written policies covering specific areas, such as foreign exchange risk, 
interest rate risk, credit risk, use of derivative financial instruments and investing excess liquidity. The 
Board of Trustees approves all of the written investment policies.

Financial risk factors

CURRENCY RISK

The Scheme operates in South Africa and therefore its cash flows are denominated in South African 
Rand.

MARKET RISK

Market risk is the inherent risk associated with the underlying counterparty or asset class. These inherent 
risks will influence the levels of income and/or capital valuation achieved over time and therefore affect 
the Scheme income and reserve levels.

The investment management process employed seeks to manage the market risk with a view of 
optimising the risk/reward profile of the scheme, whilst being compliant to Annexure B of the Medical 
Scheme Act.

Equities and bonds are reflected at market values, which are susceptible to fluctuations. The Scheme 
manages its market risk by employing the following procedures:
- 	 mandating a specialist fund manager to invest in equities and bonds, where 
	 there is an active market and where access is gained to a broad spectrum of 
	 financial information relating to the institutions invested in;
- 	 diversifying across many securities to reduce risk, which is guided by the Medical 
	 Schemes Act; and
- 	 considering the risk-reward profile of holding equities and bonds and bearing the 
	 risk in order to obtain higher expected returns on assets.

Diversification and concentration

The asset class diversifications and concentrations are shown below. The sensitivity of the market risks 
shown the illustrated impact of the profit/loss of the various asset classes.
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Basis: 
The sensitivity analysis determines different levels of the closing market value as compared to the actual 
closing market value based on different levels of interest (see table below). i.e. +1% suggests the closing 
market value could have been R212,643,57 if the interest growth had been higher by 1% during 2025 as 
compared to the actual interest growth. A one percent increase in the interest at the reporting date would 
have increased the cash valuation by R1,959,401 (2024 an increase of R1,987,739). An equal change in the 
opposite direction would have decreased the cash valuation by R1,959,401 (2024 a decrease of R1,987,739).

Basis: 
The sensitivity analysis determines different levels of the closing market value as compared to the actual 
closing market value based on different levels of investment performance (see table below). i.e. +1% suggests 
the closing market value could have been R401,935,862 if the investment performance had been higher 
by 1% during 2025 as compared to the market investment performance. A one percent increase in the 
investment return at the reporting date would have increased the bond valuations by R3,209,398 (2024 an 
increase of R2,814,645). An equal change in the opposite direction would have decreased the bond valuations 
by R3,209,398 (2024 a decrease of R2,814,645).

Sensitivity analysis: Cash

Sensitivity analysis: Bonds
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Basis: The sensitivity analysis determines different levels of the closing market value as compared to the 
actual closing market value based on different levels of investment performance (see table below). i.e. +2% 
suggests the closing market value could have been R337,400,816 if the investment performance had been 
higher by 2% during 2025 as compared to the market investment performance. A two percent increase in 
the investment performance at the reporting date would have increased the equity valuations by R4,673,002 
(2024 a increase of R5,189,818). An equal change in the opposite direction would have decreased the equity 
valuations by R4,673,002 (2024 a decrease of R5,189,818).

Notes:

1.  The benchmarks used are the following:
 - Cash (STeFI Composite Index)
 - Bonds (All Bond Index)
 - Equity (All Share Index)

2.  The 0% line reflects the actual closing value of the respective asset classes. The adjusted closing values 
 are a reflection of the sensitivity of the return around the index. For the less volatile indices; i.e. Cash and 
 bonds, a sensitivity of 1% and 2% is used and for the more volatile indices, i.e. equity, a sensitivity of 2% 
 and 4% is used.

3.  National Long-term Credit Ratings. (Fitch) 
 Aaa.za: Issuers or issues rated Aaa.za demonstrate the 
 strongest creditworthiness relative to other domestic issuers.
 Aa.za:  Issuers or issues rated Aa.za demonstrate a very strong creditworthiness relative to other domestic 
 issuers.
 A.za: Issuers or issues rated A.za present above-average creditworthiness relative to other domestic 
 issuers.
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4.  Seeking higher investment returns is typically associated with taking additional risk through exposure to 
 asset classes such as equities and bonds where the capital is at risk. Additional investment risk is typically 
 associated with higher variability in asset prices. Also, the extent to which actual investment returns differ 
 from expected returns is greater.

Credit Risk

Credit risk is the risk of financial loss to the Scheme, if a counterparty to a financial instrument fails to meet 
its contractual obligations.

Key areas where the Scheme is exposed to credit risk are:

-  Trade and other receivables comprising insurance receivables and loans and receivables. The main 
 components of insurance receivables are in respect of contributions due from members and amounts 
 recoverable from members and suppliers in respect of claims debt. The Scheme has exposure from its 
 loans and receivables.
-  Financial assets are valued at fair value through profit and loss. These assets comprise cash, bond 
 instruments, commodities and equities. The Scheme is exposed to the issuer’s credit standing on these 
 instruments. Exposure to credit risk is monitored and minimum credit ratings for these investments are set. 
 Reputable asset managers have been appointed to manage these instruments; and
-  Cash and cash equivalents comprise of fixed deposits and deposits held on call with banks. The risks 
 associated with these deposits are managed by monitoring the Scheme’s exposure to external financial 
 institutions against approved deposit limits per institution.

(a)  Contributions receivable are not credit rated by the Scheme as exposure to any single member 
 is insignificant.
 Contributions receivable comprise amounts receivable from individuals and corporates and are 
 collected by means of debit orders or cash payments. They are actively pursued if not received 
 within three days of becoming due. Benefits are suspended on member accounts when 
 contributions have not been received for 30 days and membership are terminated when 
 contributions have not been received for 60 days.

(b)  Member and service provider claims receivable are amounts recoverable in respect of claims debt. 
 They are not credit rated by the Scheme as exposure to any single party is insignificant. Member 
 receivables are separated between active and withdrawn members.
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With respect to the receivables that are neither impaired nor past due, there are no indications as of 
the reporting date that the debtors will not meet their payment obligations based on, the nature of the 
counterparty, the historical information about the counterparty default rates and other information used 
to assess credit quality.

Exposure to credit risk

The carrying amount of insurance receivables represents the maximum credit exposure.

The Scheme ages and pursues unpaid accounts on a monthly basis. The tables below highlight insurance 
receivables which are due, past due and impaired.
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Financial Risk Management continued...

The Scheme establishes an allowance for impairment that represents its estimate of expected credit losses (IFRS 
9) in respect of receivables. The collective loss allowance is determined based on a set policy, while bearing in 
mind historical data of payment statistics for similar financial assets. The provision for impairment at 31 December 
2025 was determined in accordance with the guidelines of the simplified approach (lifetime expected losses) of 
the expected credit loss model as required by IFRS 9. It is in respect of contributions receivable, member and 
service provider debit balances and advances from savings plan accounts recoverable by management.

For the Scheme to determine lifetime expected losses, a provision matrix was used. The provision matrix is 
based on historical observed default rates, adjusted for forward looking estimates. At every reporting date, the 
historical observed rates are updated. The provision matrix is split for the following categories:

•  Active member contributions and savings debtors
•  Resigned member contributions and savings debtors
•  Provider debtor

The expected credit loss estimates were updated to account for future economic conditions relative to historic 
conditions.

Payment defaults were managed according to the Credit Policy. Scheme management will write off debt on 
the recommendation of the debt collector following their attempt to recover outstanding amounts.

Investments

Risk is managed by limiting exposure as well as the quality of instruments that the Scheme’s assets can be 
invested in, limiting the impact of a default on the overall portfolio. The following guidelines provide the current 
limits on each instrument:
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Domestic equity investments

• 	 Domestic Equity Investments shall be restricted to securities that are actively traded on the
	 Johannesburg Stock Exchange (JSE) and readily marketable.
• 	 Not more than 5 % of the total share portfolio may be invested in the share of any one company at the time 
	 of purchase.
• 	 For investee companies that have a market capitalization of below R5 billion no more than
	 2.5% of the total Scheme investment portfolio may be invested in the share instrument of any
	 one investee company; and
• 	 In the case of investments into a pooled fund, the Scheme may invest in accordance with
	 Regulation 30 requirements, in which case the Scheme may waive strict adherence to the
	 guidelines above.

Domestic fixed-income and cash investments

• 	 At the time of purchase, debt instruments should have a minimum quality rating of Ba or equivalent as rated 
	 by Moody’s in accordance with their long-term rating definition. Split-rated issues will be governed by the 
	 lower quality designation. Moody’s appends numerical modifiers 1, 2, and 3 to each generic rating 
	 classification from Aa through Caa. Modifier 1 indicates that the obligation ranks in the higher end of its 
	 generic rating category; modifier 2 indicates a midrange ranking; and modifier 3 indicates a ranking at the 
	 lower end of that generic rating category. Obligations rated Ba and Baa are judged to be medium-grade and 
	 subject to moderate credit risk and as such may possess certain speculative characteristics.
• 	 Debt instruments which are downgraded for which the asset manager believes should continue to hold the 
	 instrument, a report providing reasons should be provided within one month.
• 	 Instruments that are rated Aa and above are limited to no more than 20% per issuer. Instruments below A 
	 but not lower than Ba are limited to not more than 10% and no instruments rated below B may be held; and
• 	 Except for those situations involving reorganization of Scheme assets, debt securities should be made only in 
	 issuers with an outstanding value of at least R50 million, valued at par, at the time of purchase.
	 The Scheme defines default in accordance with the Moody’s risk management product definition,
	 for which default includes these three types of credit events:
• 	 A missed or delayed disbursement of interest and/or principal, including delayed payments made within a 
	 grace period.
• 	 Bankruptcy, administration, legal receivership, or other legal blocks (perhaps by regulators) to the timely 
	 payment of interest and/or principal; or
• 	 A distressed exchange occurs where:
	 (i) the issuer offers debt holders new security or package of securities that amount to adiminished financial 
	 obligation (such as preferred or common stock, or debt with a lower coupon or par amount, lower seniority, 
	 or longer maturity);or
	 (ii) the exchange had the apparent purpose of helping the borrower avoid default.

Impairment losses

The Scheme establishes an allowance for impairment that represents its estimate of anticipated losses in respect 
of Trade and other receivables. The provision is based on the expected difference between the current carrying 
amount and the amount recoverable from the counterparties.

The movement in the impairment for each component of other receivables is disclosed in note 17.
Based on past experience, the Scheme believes that no provision for impairment is required in respect of 
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Contribution debtors. For member and service provider claims debtors that are past due and outstanding for 
less than 90 days, past experience has indicated that no provision is required.

Credit quality

The credit quality of financial assets that are neither past due nor impaired can be assessed by historical 
information about counterparty default rates:

Contribution receivables

The Scheme collected majority of outstanding debt in January 2025. Therefore it can reasonable be concluded 
that the credit quality of contribution debtors is high. Consequently no additional disclosure of the credit quality 
is provided.

Active member claim receivables

These debtors are active members of the Scheme. No further provision for impairment is therefore necessary.

Withdrawn member claim receivables

These amounts are due from members that have withdrawn from the Scheme. An impairment allowance covering 
80% of the total amount due has been raised and the Trustees are satisfied that this is adequate.

Provider claim receivables

These debtors are the healthcare providers of the Scheme. The amounts due to the Scheme are offset against 
future payments to be made to these providers. An impairment allowance covering 99% of the total amount due 
has been raised and the Trustees are satisfied that this is adequate.

Liquidity Risk

Liquidity risk is the risk that the Scheme will be unable to meet its obligations when they fall due because of 
member benefit payments, cash requirements from contractual commitments or other cash outflows. Such 
outflows would deplete available cash resources for insurance activities. In extreme circumstances, lack of 
liquidity could result in reductions on the Statement of Financial Position, or potentially an inability to fulfil 
member commitments.
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The Scheme’s liquidity management process, as carried out within the Scheme and monitored by the Board of 
Trustees, includes day-to-day funding, managed by monitoring future cash flows to ensure that requirements can 
be met, maintaining a portfolio of highly marketable assets that can easily be liquidated as protection against any 
unforeseen interruption to cash flows and monitoring the liquidity ratios of the Statement of Financial Position 
against internal and regulatory requirements.

There were no significant changes in the Scheme’s objectives, policies and processes for managing risk and the 
methods used to measure risk compared to the previous period.

The financial liabilities posing a liquidity risk are insurance liabilities and trade and other payables.
Members of the Scheme are required to submit their claims within four months of the service date. Therefore, 
the liability attributable to current members is expected to be settled within four months. The PMSA balances 
are payable on demand when a member exits the Scheme.

The Scheme expects to achieve a net surplus (before considering amounts attributable to future members) for 
the period ending 31 December 2025 and therefore does not expect to utilise the liability attributable to future 
members within the next months, other than the portion relating to insurance premiums received in advance.
The maturity profile of contractual cash flows of non-derivative financial liabilities, and financial assets held to 
mitigate the risk, are presented in the following table. The cash flows are undiscounted contractual amounts.
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Prudent liquidity risk management implies maintaining sufficient cash to fund operations. Liquidity is managed 
by monitoring forecast cash flows to ensure that the Scheme has adequate cash resources to meet its short 
term commitments, and the Trustees ensure that elements of the investment portfolio are readily liquid should 
the need arise. Even though the Scheme is in a negative liquidity for the 1 - 12 months columns below, 
the Scheme has a significant positive liquidity for the up to one month column, due to the cash and cash 
equivalents balance. Therefore when the ageing is combined, the Scheme will be in a positive liquidity position.

A summary of financial assets available to meet these liabilities is presented below



ANNUAL GENERAL MEETING 2026   |   SAB Medical Aid102

Financial Risk Management continued...

The table below analyses the assets and liabilities of the Scheme into relevant maturity groupings based on the 
remaining period at Statement of Financial Position date to the contractual maturity date:
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Fair value of financial instruments

The Scheme measures fair values using the following fair value hierarchy that reflects the significance of the 
inputs used in making the measurements.

The hierarchy levels are defined as follows:
Level 1: Quoted prices (unadjusted) in active markets for identical assets or liabilities. These are readily available 
in the market and are normally obtainable from multiple sources.
Level 2: Inputs other than quoted prices included with level 1 that are observable for the asset or liability, either 
directly (i.e. prices) or indirectly (i.e. derived from prices).
Level 3: Inputs for the asset or liability that are not based on observable market data (unobservable inputs).
There were no transfers between Levels 1 and 2 for recurring fair value measurements during both years.

The policy is to recognise transfers into and out of fair value hierarchy levels as at the end of the reporting period.

The Scheme’s financial instruments are categorised below:

Breakdown of investments

The investments managed by the Scheme’s investment manager are split between investments held at fair 
value through profit or loss and cash and cash equivalents categories in the annual financial statements. To 
understand the risks associated with these investments, the investments are detailed below:
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Unconsolidated investment structures

The asset managers invest the Scheme’s monies in reputable funds which generate returns for the Scheme. The 
Scheme views these funds as unconsolidated structured entities. The Scheme monitors the performance of the 
funds closely to ensure the Scheme earns high returns without unnecessary exposure to risk.

The Scheme has investments in certain pooled portfolios and collective investment schemes (the Funds). The 
exposure the Scheme has to these Funds is listed in the table below. The Scheme’s maximum exposure is limited 
to the total fair value of its investments in the Funds.

Capital adequacy risk

This represents the risk that there are insufficient reserves to provide for adverse variations on actual and future 
experience. The Scheme defines its capital as insurance contract liability to future members in the statement of 
financial position. The Scheme manages its capital to ensure that it will be able to continue as a going concern 
as well as meet the solvency ratio of 25%, as regulated by the Medical Schemes Act of 1998.

The Scheme had R856 million (2024: R711 million) accumulated funds at 31 December 2025, which translated 
to a solvency ratio of 113.9% (2024: 96.6%).

Interest rate risk

The Scheme’s investment policy during the year under review was to hold most of investments in interest bearing 
instruments when assessed on a look-through basis in accordance with Annexure B of Regulation 30 to the 
Medical Schemes Act. The Scheme’s investments were therefore exposed to changes in the market interest 
rates. Except for the Scheme’s investments in interest-bearing instruments, cash and cash equivalents also 
expose the Scheme to interest rate risk. The table below summarises the Scheme’s exposure to interest rate risks. 
Included in the table are the Scheme’s investments at carrying amounts categorised by earlier of contractual 
repricing or maturity dates.
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Financial Risk Management continued...

The money market and cash and cash equivalents are managed on a net returns’ basis by the Scheme’s asset 
managers. The balance of fixed and variable instruments being held in these portfolios is adjusted in response 
to movements in market interest rates to maintain an acceptable level of risk as well as returns. The net returns 
are benchmarked against the SteFi Composite index.

The carrying amounts of fixed-rate instruments in these portfolios approximate their fair values due to the short 
period to maturity, and no fair value adjustments are processed to the statement of profit or loss in respect of 
these instruments. Variable-rate instruments are not linked to one specific market interest rate. The reported 
returns on these investments will vary in response to movements in market rates.

The Scheme does not discount insurance, trade or other receivables or payables as they are all settled or fall 
due within one year.

The following sensitivity analysis has been prepared using a sensitivity rate which is used when reporting interest 
rate risk internally to key management personnel and represents management’s assessment of the reasonably 
possible change in interest rates. All other variables remain constant. The sensitivity analysis includes only 
financial instruments exposed to interest rate risk which were recognised at the reporting date. No changes 
were made to the methods and assumptions used in the preparation of the sensitivity analysis compared to the 
previous reporting period.

The following table presents analysis of how a possible shift in market interest rates might impact the balances 
of contracts within the scope of IFRS 17, as well as the net impact on profit or loss and equity. A change in an 
interest rate would impact the return on the PMSA, which in turn impacts the liability to the policyholders.

The analysis is based on a change in an assumption while holding all the assumptions constant. In practice, 
this is unlikely to occur, and changes in some of the assumptions may be correlated. No changes were made 
by the Scheme in the methods and assumptions used in preparing the above analysis.

Fidelity Insurance

The Scheme was covered under a professional indemnity and fidelity guarantee insurance policy throughout 
the year under review. The cover amounting to R20 million (2024: R20 million).



ANNUAL GENERAL MEETING 2026   |   SAB Medical Aid108

22. Non-Compliance with Medical Schemes Act

The Trustees are of the opinion that there are no material deviations from the Medical Schemes Act.

22.1 Investment in administrators

Nature and impact

In terms of the Medical Schemes Act and specifically Regulation 35(8)(c), a medical scheme shall not invest 
any of its assets in the business of any administrator. During the year the Scheme had pooled investments with 
exposure to medical scheme administrators.

Causes of non-compliance

The Scheme’s investments in pooled investment vehicles allow investment managers the discretion to invest in 
a combination of shares and bonds that will best achieve their stipulated benchmark.

Corrective action

The Scheme have exemption from this section of the Act until 31 December 2028.

22.2 Investment in participating employers

Nature and impact

In terms of the Medical Schemes Act and specifically Regulation 35(8)(a), a medical scheme shall not invest in a 
participating employer. During the year the Scheme had pooled investments with exposure to Anheuser-Busch 
InBev SA.

Causes of non-compliance

The Scheme’s investments in pooled investment vehicles allow investment managers the discretion to invest in 
a combination of shares and bonds that will best achieve their stipulated benchmark.

Corrective action

The Scheme have exemption from this section of the Act until 31 December 2028.

22.3 Outstanding contributions

Nature and impact

In terms of Section 26(7) of the Act all contributions should be received within 3 days of becoming due. Instances 
were noted where contributions were received late.

Causes of non-compliance

Contribution reconciliations typically take more than 3 days to be resolved, and instances of non-compliance 
might occur. This is common in the industry and is not viewed as material.
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Corrective action

The Scheme has a debt policy in place which deals with late contributions. Ongoing follow-ups are done with 
affected parties and where applicable members are suspended.

22.4 Payment of claims within 30 days

Nature and impact

In terms of section 59(2) of the Act a member or provider claim should be settled within 30 days of submission. 
Instances were noted where settlements took more than 30 days.

Causes of non-compliance

In terms of section 59(2) of the Act a member or provider claim should be settled within 30 days of submission. 
Instances were noted where settlements took more than 30 days.

Causes of failure

Delays can occur when accounts are referred for clinical audit or other investigations. These are however the 
exceptions, and claims are generally paid within the prescribed time.

Corrective action

The administrator is aware of the requirements and complies as far as possible. It is however an inherent part 
of the industry that a limited number of problematic claims may exceed the payment requirement of 30 days.

22.5 Sustainability of benefit options

Nature and impact

In terms of section 33(2) of the Act, each benefit option shall be self-supporting in terms of membership and 
financial performance. At 31 December 2025 the Comprehensive option incurred a deficit before investment 
income and other expenditure of R12,728,503 and a surplus of R48,478,546 after investment income and other 
expenditure.

Causes of non-compliance

In 2025, the average per life per month claims increased at a much faster rate compared to contributions. The 
most significant increase in claims occurred in the medication category.

Corrective action

The Board of Trustees (BOT) notes that the Comprehensive option has reported an operating deficit in recent 
years. The financial sustainability of both benefit options remains a core strategic focus and is routinely assessed 
as part of the Scheme’s benefit design and pricing process.
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The Scheme maintains a strong solvency position, supported by accumulated reserves that exceed regulatory 
requirements.

These reserves provide a financial buffer, enabling the Scheme to absorb short- to medium-term deficits without 
adversely affecting its overall financial soundness or members’ benefits.

The performance of the Comprehensive option is subject to continuous financial monitoring, including detailed 
experience analysis. Targeted corrective actions are being implemented in a phased manner to address claims 
cost pressures and improve the option’s claims ratio over time.

In addition, the Scheme regularly performs long-term solvency and sustainability projections to ensure that 
reserve levels remain sufficient under a range of scenarios, thereby supporting ongoing financial stability and 
compliance with regulatory standards.

23. Commitments and other contingent liabilities

There were no commitments or other contingent liabilities as at 31 December 2025.

24. COVID-19

The Trustees are continuously monitoring the impact of Covid-19 on the Scheme. This includes the Government’s 
original vaccine roll out which is not believed to have a material impact on the Scheme’s solvency level.

25. Legal matter

The Scheme is involved in an ongoing legal matter relating to the participation of one of the participating 
employer groups, CCBSA. The matter relates to the qualification of CCBSA to remain on the Scheme as a 
participating employer due to the historical seperation of CCBSA from AB-Inbev. The potential departure of 
CCBSA would leave the Scheme with an older demographic profile which in the long run would have a negative 
impact on the reserve level of the Scheme.

26. Events after reporting date On 28 February 2026, the Scheme issued a formal termination notice to 

3SixtyHealth, ending its appointment as administrator and managed care service provider. The termination will 
take effect on 31 August 2026. Following this decision, the Scheme has initiated a procurement process and is 
currently in the process of issuing a Request for Information (RFI) to the market for the provision of administration 
and managed care services.

There has been no other events after reporting date as at 31 December 2025.

27. Going Concern

The annual financial statements have been prepared on the basis of accounting policies applicable to a going 
concern. This basis presume that the funds will be available to finance future operations and that the realisation 
of assets and settlement of liabilities, contingent obligations and commitments will occur in the ordinary course 
of business. The Scheme has prepared the budget forecast which shows adequate funding for the Scheme and 
will continue to be monitored for any changes in circumstances.
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28. NET (DEFICIT) / SURPLUS PER BENEFIT OPTION
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APPOINTMENT OF EXTERNAL 
AUDITORS

The Board, through the ARR Committee, undertook an extensive 
RFP process involving all CMS-accredited audit firms. The RFP 
process results led the Board to recommend the appointment 
of Middel & Partners as the Scheme’s external auditors for the 
2026 financial year.
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The Board believes that Trustees should serve without remuneration to avoid perverse incentives to join the 
Board for financial gain. Therefore, the Board resolved that trustees must not receive remuneration. Trustee 
expenses will be covered in line with the Scheme policies.

SAB MEDICAL AID SCHEME TRUSTEE REMUNERATION POLICY 2026

The Board of Trustees has decided that the SAB Medical Aid Scheme’s 
(“the Scheme”) overarching goal in the area of remuneration is to ensure 
transparency, consistency and financial responsibility. This is underpinned 
by the Scheme’s strategy to ensure that the members’ best interests are 
prioritised in terms of ensuring responsible processes and policies aimed at 
controlling non-healthcare costs.

This Policy applies to all SAB Medical Aid Scheme trustees, co-opted trustees, 
non-trustees and members of sub-Committees of the Board of Trustees of 
the Scheme, collectively referred to as Officials in this Policy document. 

Principle:
Every Official is responsible for ensuring the best interest of the members of 
the Scheme and should not agree to fulfil the function of an Official if this is 
not the overarching motivation.

Policy: 
Officials should ensure that they fulfil their functions on the Board of Trustees 
and other sub-Committees with the correct intention, i.e. the best interest of 
the members and the continued sustainability of the Scheme. Officials should 
not fulfil their functions with remuneration as the motivating factor.

Policy:
No Official will be remunerated for their time for preparation of meetings or 
meeting attendance related to their duties as an Official of the Scheme. 

Process / Instructions:
Officials will not receive any compensation for meeting attendance, 
preparation or any other matters pertaining to the duties of Officials. 

Exceptions:
The Principal Officer (PO) and the Medical Advisor as contractors employed 
by the Board of trustees are remunerated outside of this Policy in accordance 
with their contracts with the Scheme.

Non-compliance with this Policy will be seen in a serious light. It will be 
documented and reported at the Board of Trustees meeting. 
All exceptions to this Policy must be brought to the Board of Trustees for 
consideration and approval and will be managed by the Chairperson of the 
Board /PO.

Signed on behalf of the Board of Trustees:

Chairperson of the Board 	           Vice – Chairperson of the Board

OBJECTIVE

TO WHOM DOES THIS 
POLICY APPLY?

REMUNERATION

NON-COMPLIANCE

EXCEPTIONS
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SAB Medical Aid, registration number 1209, is regulated by the Council of 
Medical Schemes and administered by 3Sixty Health (Pty) Ltd, registration number 
1978/001109/07, an accredited administration and managed care provider.


