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2. List of Abbreviations/Acronyms

O
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BoT Board of Trustees MCO Managed Care Organisation

CCMA Commission for Conciliation, Mediation and Arbitration MoU Memorandum of Understanding

CDL Chronic Disease List MSA Medical Schemes Act, No. 131 of 1998

CMS Council for Medical Schemes MTSF Medium Term Strategic Framework

COFI Conduct of Financial Institutions Bill NBR National Beneficiary Registry

COVID-19 | Coronavirus Disease 2019 NDoH National Department of Health

CPI Consumer Price Index NDP National Development Plan

DDDR Dynamic Data Driven Return NHA National Health Act, No. 61 of 2003

DMm2 Diabetes Mellitus 2 NHI National Health Insurance

DSP Designated Service Provider NomCom | Nominations Committee

DTP Diagnostic Treatment Pairs PA Prudential Authority

EDO Efficiency Discount Option PAIA Promotion of Access to Information Act, No. 2 of 2000
EE Employment Equity PFMA Public Finance Management Act, No. 1 of 1999
EXCO Executive Committee PMB Prescribed Minimum Benefit

FSCA Financial Sector Conduct Authority PRMU Policy, Research & Monitoring Unit
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HRSE Human Resource, Social and Ethics UDBP Undesirable Business Practice
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3. Chairperson’s Overview

o,

Introduction

The Council for Medical Schemes (CMS) is envisioned as an agile and
transformative regulator to promote affordable and accessible healthcare cover
towards universal health coverage.

Its pursuit is to regulate the medical schemes industry fairly and transparently, by
protecting the public and informing them about their rights and responsibilities.
The CMS handles complaints and ensures that all entities conducting the
business of a medical scheme comply with the Medical Schemes Act (No. 131
of 1998) (MSA).

In the financial year under review, the CMS has continued to uphold the
tenets of the MSA through sustained regulatory action, oversight and aligned
interventions consistent with national policy.

The organisation fared well in terms of its strategic outcomes with an overall
performance score of 83.3%.

High-level overview

As the COVID-19 pandemic continued through 2021/22, the organisation
steadily ensured that 72 medical schemes, 27 administrators (including
self-administered schemes), 44 managed care organisations, 2 156 broker
organisations, and 7 530 individual brokers continued to exist in a healthy, well-
regulated industry.

Despite the country’s unemployment crisis, medical scheme membership

experienced an increase in 2021/22. However, the CMS anticipates that high
inflation will affect membership in the long-term.

—~
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The organisation continued to safeguard medical scheme beneficiaries and
the industry. Contribution deferrals were granted to 19 040 beneficiaries, whilst
16 447 continued to receive relief through their accumulated medical savings
accounts. In the case of COVID-19, the vaccine and booster were updated
and included as a Prescribed Minimum Benefit (PMB), ensuring that members
were adequately covered. The industry saw COVID-19 claims to the value of
R10.10 billion in 2021.

The organisation observed an increase in the demand for pathology-related
services due to COVID-19 tests, but private laboratory prices for these were
maintained at an exorbitant and unjustifiable R850 per test. The CMS lodged
a complaint with the Competition Commission that resulted in a consent
agreement concluded by the Competition Commission for these laboratories
to reduce the price of COVID-19 PCR tests from R850 to R500, including VAT,
reflecting a 40% reduction.

The CMS used digital platforms to oversee scheme governance throughout
the pandemic. The exemption put into place allowing virtual Annual General
Meetings (AGMs) enabled the CMS to oversee 51 medical scheme AGMs.
Routine inspections were conducted online, and all inspection records have
now been digitised.

The CMS has observed several entities retailing healthcare service vouchers
to the public for access to general practitioners and dentistry services with the
option to include medication. The CMS considers such products to be doing the
business of a medical scheme and took enforcement action. This action had to
be halted due to appeals lodged by the entities. This put a stop to the directive
issued until the appeals have been concluded by our Appeals Committee.




Strategic relationships

The CMS has signed memoranda of understanding with amongst others,
South African Pharmacy Council, South African Medical Association, Financial
Intermediaries Association, the Financial Planning Institute, the University of
Stellenbosch and the B-BBEE Commission.

The organisation proactively undertakes stakeholder engagement, to foster
open communication, collaboration, and trust. Fraud, Waste and Abuse is one
such strategic venture where all industry role players are involved in the quest
to effectively deal with fraudulent activities by establishing industry codes of
good practice and a tribunal structure.

Challenges

The socio-economic impact of COVID-19 did not spare the organisation. As the
CMS navigates to a post-pandemic workforce, employee benefits, retention
and succession planning will be prioritised.

The Counciland the Minister of Health have beenengaging with the Section
59 Investigation panel regarding commitment on a date when the final report
will be released. The CMS is committed to ensuring that complainants,
respondents, stakeholders, and the public are not disadvantaged by this delay.

Strategic focus in the medium- to long-term
period

The CMS’ strategic thrust towards 2025 is two-pronged. On the one hand,
the CMS aims to improve regulatory effectiveness and efficiency. This has
been done by introducing a new micro and macro structure and operating
model. This new approach seeks to enhance the organisation’s effectiveness,
consistent with the vision of being an agile and transformative regulator, to
promote affordable and accessible healthcare cover towards universal health
coverage.

The second major thrust of the strategy is to position the CMS as a key player
in the implementation of the National Health Insurance (NHI). In executing
this, the CMS is working on implementing the Health Market Inquiry (HMI)
recommendations and providing support to the National Department of Health,
consistent with its mandate.

The CMS has developed a draft framework for medical scheme consolidation,
outlining the approach to reducing risk-pool fragmentation whilst enhancing
financial protection in the current medical scheme environment. The rationale
behind the consolidation of public-sector and non-public sector schemes is to
reduce excessive fragmentation of risk pools and mitigate declines in risk rating.
Consolidation will strengthen social solidarity through income and health status
cross-subsidies, in addition to standardising and simplifying benefit options.

Another aspect of consolidation is standardisation and simplification of the
benefit options. The intention is to standardise options and make choices
simpler for beneficiaries. This is consistent with the NHI's objective of reducing
the number of benefit options in the industry and the HMI recommendations
of reducing choice complexity and increasing accountability to beneficiaries.

Acknowledgements/Appreciation
| would like to thank our political principal, the Honourable Minister of Health,
Dr Joe Phaahla for his guidance and support in executing our duties.

| also wish to express my gratitude to my deputy, Ms Terblanche and all my
colleagues on the Council, who have consistently ensured that the medical
schemes industry is well regulated.

Finally, to Dr Sipho Kabane, the Chief Executive and Registrar; Mr Khayalethu
Mvulo, the Council Secretariat; and all CMS officials, thank you for your hard
work in ensuring we improve our regulatory effectiveness and efficiency.

e SE L

Dr Memela Makiwane
Chairperson of Council
Council for Medical Schemes

31 July 2022
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4. Chief Executive Officer’s Overview

o,

Dr Sipho Kabane

The CMS is mandated to regulate the medical schemes industry, ensuring that medical scheme members are protected at all times. As an entity, the CMS had a
budget of over R186 million (actual: R196 million) to execute this mandate in the 2021/22 financial year.

The CMS’ budget originates from the following sources:
+ Principal scheme member once-off levies (90%);
+ Revenues generated through regulatory activities (8%); and
+ Grant from National Department of Health (2%).

Table 1: Funding of the CMS, and its growth in the past three years by source

2022 2021* 2020*
Description R’000 R’000 R’000

Levies income 170 035 164 162 156 215
Accreditation fees 7624 6 868 8170
Inspection fees recovered 3 370 2097
Legal fees recovered 1150 3798 739
Registration fees 467 450 469
Government transfers: Department of Health 6212 6530 6 481
Mandatory transfer: Department of Higher Education and Training 16 136 215
Sundry income 3243 3212 926

188 750 185 526 175312
* restated

—~
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Table 2: Funding by source over the past three years

2022 2021* 2020
Description R’000 R’000 R’000

Levies income 90% 88% 89%
Accreditation fees 4% 4% 5%
Inspection fees recovered 0% 0% 1%
Legal fees recovered 1% 2% 0%
Registration fees 0% 0% 0%
Government transfers: Department of Health 3% 4% 4%
Mandatory transfer: Department of Higher Education and Training 0% 0% 0%
Sundry income 2% 2% 1%

100% 100% 100%
* restated

Principal members of schemes, who number approximately 4 million, are levied a once-off amount each year. The levied amount is subject to concurrence and
approval of a proposal made by the CMS to the Ministers of Health and Finance. The levy imposed on principal members in 2021/22 was R42.27 per member per
annum, which represents a modest increase of R1.86 (4.6%) per principal member per annum.

Table 3 shows the levies that have been imposed on principal members over the past three years and their level of contribution to the budget.

Table 3: Levies from principal members

Levy imposed on principal members 42.27 40.41 38.67
Actual levy income 170 035 164 162 156 215
Budgeted levy income 170 754 162 878 155 336
Contribution to total revenue 90% 90% 89%

The second stream of income that contributes to the budget of the CMS is generated through regulatory activities, which are fees charged for the registration of
schemes; registration of new rules and amendments; and registration, renewals and accreditation of administrators, managed care organisations and brokers. The
tariffs charged to these entities have not been adjusted regularly and have not kept pace with inflation. The CMS is in the process of reviewing and adjusting tariffs.
Table 4 demonstrates the revenue that has been generated by the CMS in the past three years and how this has contributed to its budget. The decline is mainly due
to the slower than anticipated recovery of inspection and legal fees, with the decline in accreditation fees in 2021 linked to the effects of COVID-19.

Table 4: Revenue generated by the CMS

2022 2021 2020
Description R’000 R’000 R’000

Accreditation fees 7624 6 868 8170
Inspection fees recovered 0 370 2097
Legal fees recovered 1150 3798 -
Registration fees 467 450 469
Total generated income (actual) 9241 11 486 10 736
Total generated income (budget) 7395 7395 19 281
Contribution to the total revenue 4% 4% 11%

The third stream of income that contributes to the CMS’ budget is the Conditional Grant from the National Department of Health (NDoH). This grant funding is for
specifically targeted projects that CMS is undertaking in support of NDoH initiatives. Table 5 illustrates the allocations by the NDoH for this grant and its growth over
the past three years. The fluctuation in growth is due to the fiscal environment and cost containment measures imposed by the National Treasury.

Table 5: NDoH allocations over the past three years

2022 2021 2020
Description R’000 R’000 R’000

Government transfers: Department of Health 6212 6530 6481
Growth rate (5%) 1% 10%

o~
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In addition to the above-mentioned streams of income, the surplus that is rolled over each year is added to the CMS budget. The surplus is essentially what remains
unspent at the end of each financial year and is rolled over, with approval from the National Treasury, to the next financial year to complete multi-year projects that
the CMS is often engaged with. Table 6 demonstrates that this funding has been exhausted over the past years, which is a clear indication of the pressure that the
CMS budget has been under recently. CMS started its recovery in this current year, reporting an accumulated surplus for the first time in three years.

Table 6: Funding in the past three years
2022 2021* 2020*
Description R’000 R’000 R’000
Accumulated surplus/(deficit) 2256 (21 881) (17 096)
* restated

Expenditure trends

Table 7 illustrates expenditure patterns by the CMS over the past three years. These trends clearly indicate that the entity’s overall expenditure decreased
significantly, from 2020 R198 million to R161 million in the 2022 financial year thus improving the overall financial performance and position of the entity. The
decrease in expenditure is due to cost-cutting strategies employed by the CMS to eliminate the deficit previously reported. Management is proactively working
on various strategies to strengthen the CMS’ long-term financial sustainability. These strategies, which include cost containment, have started to bear fruit as the
CMS incurred a surplus in the 2021/22 financial year thus reducing the accumulated deficit reported. Financial sustainability is identified as a significant risk that is
currently being managed through a comprehensive review of the CMS funding model.

Table 7: Expenditure patterns

2022 2021* 2020*
Description R’000 % R’000 % R’000 %

Administration expenses 26 203 16% 27189 15% 26 616 14%
Audit fees 1961 1% 2583 1% 2715 1%
Operating expenses 23396 14% 40 217 22% 47930 24%
Staff costs 110 144 68% 16 771 62% 121241 61%
Total expenditure (actual) 161704 100% 186 760 100% 198 502 100%
* restated

Itis important to note that the major expenditure is on personnel, followed by goods and services. Given that the expenditure on personnel is fixed and extremely
difficult to manage downwards without collapsing the operations, any cost-containment is only possible on goods and services.

Capacity constraints and challenges

The organisation’s ongoing capacity constraints and challenges are consistent with the predicament that the CMS regulates an industry worth more than
R225.6 billion, with a budget of just R186 million, which is less than one percent (0.082%) of member contributions. This apparent resource mismatch severely
constrains the CMS from effectively carrying out its regulatory mandate.

As an organisation in transition from one operating and service model to another, this resource mismatch is painfully felt as it affects the rollout of operational and
regulatory actions on the ground. The CMS’ restructuring is driven by the quest to be fit-for-purpose, effective and efficient.

Exacerbating the CMS’ funding challenge is its widening mandate. The industry has become more complex and has required that the organisation, in its role as a
regulator, establish task teams to deal with, amongst others, fraud, waste and abuse; coding; competition; the NHI; and other policy developments.

Surplus rollover
The CMS incurred an accumulated surplus of R2.256 million in the year under review, and will be applying for a rollover from National Treasury.

Supply chain management

The centralisation of Supply Chain Management (SCM) assisted the CMS to address inefficiencies and non-compliance challenges experienced in previous
financial periods. This process is being implemented by management and is working well in strengthening controls by reviewing and implementing SCM systems
and standard operating procedures and providing internal training/workshops on an ad hoc basis to improve SCM internal controls. In terms of the approved
organisational structure, the SCM Unit is capacitated by three officials, namely an SCM manager, officer and administrator, as well as an intern, to implement the
centralised SCM function.

SCM processes and systems

An SCM structure and Standard Operating Procedure Manual were developed to address the roles and responsibilities of the newly appointed officials.

The organisation’s SCM policy was reviewed and approved by Council in October 2021. The review aimed to address shortcomings identified within the CMS
and align it with new National Treasury guidelines and best practices.

The SCM Unit has developed Contract Management Standard Working Procedures for uniformity and compliance. This is at consultation stage with CMS
staff.

A Loss and Control Committee is fully functional and discharging its duties in addressing non-compliance with the organisation’s SCM policies and
procedures, and National Treasury Regulations.

—~
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Concluded unsolicited bid proposals for the year
The CMS did not entertain, award, or conclude any unsolicited bid proposals in the 2021/22 financial year.

Audit report matters

The CMS has obtained an unqualified audit opinion albeit with adjustments for the financial year under review. The opinion is welcomed by the CMS, with areas of
improvement identified as the strengthening of controls over contract management and GRAP compliance. CMS has already put in motion plans to address these
deficiencies in controls.

Discontinued key activities
No key activities were discontinued by the CMS during the period under review.

Outlook/Plans for the future to address financial challenges

The financial soundness and sustainability of the CMS is intimately linked to its ability to collect and effectively utilise principal member levies in its operation and
regulatory activities. The extent of the availability of the levies is in turn tied to the number of principal members that belong to CMS member schemes. The number
of principal members of schemes is a factor of the country’'s employment rate and growth of the economy in general.

The current stagnant economy has limited employment opportunities and by the same token, the growth of medical scheme membership. We are however convinced
that these losses have not reached a significant level in the short term to affect our sustainability. The CMS will continue to monitor the impact of scheme member
growth on the affordability and ability to pay levies and make timely interventions should this be required.

The organisation has made headway in revising its funding model to mitigate the sustainability risks it faces. There is consensus with the National Treasury and
NDoH that medical scheme member levies, the primary funding source of the CMS, be linked to the Consumer Price Index (CPI). The funding model will focus on
the following:

+ Standard increase in levies;

+ Periodic review of tariffs;

* Introduction of new tariffs;

+ How additional strategic priorities are funded; and

+ Growing contingency reserves.

Events after reporting date

On 18 August 2022, Health Squared Medical Scheme approached the High Court in terms of Section 51 of the MSA for leave to apply for the voluntary winding up
of the scheme, as contemplated by Sections 51(5)(e) and 53. To protect members, the CMS attempted to get seven medical schemes to commit to a concession
allowing Health Squared Medical Scheme members to enrol without the conditions of reinsurance and waiting periods, but the discussions failed. The CMS
successfully opposed the liquidation application, and Health Squared was placed under provisional curatorship on 8 September 2022. A provisional curator was
appointed to restore overall effective governance of the scheme whilst ensuring continued servicing of members and beneficiaries of the scheme.

Acknowledgements/Appreciation
| wish to express my deepest gratitude to all CMS staff members, who continue to perform despite the many challenges our organisation is facing. Their contribution
and commitment to protecting members of medical schemes is sincerely appreciated.

To the Council, thank you for your leadership and consistent support in driving the CMS towards a new era of efficiency.
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Dr Sipho Kabane

Chief Executive and Registrar
Council for Medical Schemes
31 July 2022
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5. Statement of Responsibility and
Confirmation of Accuracy for the
Annual Report

O

To the best of our knowledge and belief, we confirm the following:

+ Allinformation and amounts disclosed in the Annual Report are consistent with the Annual Financial Statements audited by the Auditor-General South Africa
(AGSA).
The Annual Report is complete, accurate and is free from any omissions.
The Annual Report has been prepared in accordance with the Annual Report Guide for Schedule 3A and 3C Public Entities as issued by National Treasury.
The Annual Financial Statements (Part E) have been prepared in accordance with the South African Standards of Generally Recognised Accounting Practice
(GRAP) applicable to the public entity.
The Accounting Authority is responsible for the preparation of the Annual Financial Statements and for the judgements made in this information.
The Accounting Authority is responsible for establishing and implementing a system of internal control which has been designed to provide reasonable
assurance as to the integrity and reliability of the performance information, the human resources information and the Annual Financial Statements.
The external auditors are engaged to express an independent opinion on the Annual Financial Statements.

In our opinion, the Annual Report fairly reflects the operations, the performance information, the human resources information and the financial affairs of the public
entity for the financial year ended 31 March 2022.

et fls

Dr Memela Makiwane Dr Sipho Kabane
Chairperson of the Council Chief Executive and Registrar
31 July 2022 31 July 2022
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6. Strategic Overview

Vision
To be an agile and transformative regulator in order to promote affordable and accessible healthcare cover towards universal health coverage.

Mission
The CMS regulates the medical schemes industry in a fair and transparent manner and achieves this by:
+ Protecting the public and informing them about their rights, obligations and other matters in respect of medical schemes;
+ Ensuring that complaints raised by members of the public are handled appropriately and speedily;
+ Ensuring that all entities conducting the business of medical schemes, and other regulated entities, comply with the Medical Schemes Act (No. 131 of 1998);
+ Ensuring the improved management and governance of medical schemes;
+ Advising the Minister of Health of appropriate regulatory and policy interventions that will assist in attaining national health policy objectives; and
+ Ensuring collaboration with other stakeholders in executing its regulatory mandate.

Values

The values of the CMS stem from those underpinning the Constitution and its specific vision and mission. Being an organisation that subscribes to a rights-based
framework where everyone is equal before the law, where the right of access to healthcare must be protected and enhanced, and where access must be simplified
transparently, the values below are critical requirements of all employees:

Regulatory philosophy (external) ‘ Shared values (internal)

Transparent Cost-effective Accountability Honesty
Fair Firm Ubuntu Respect
Equitable Proactive Professionalism Responsive
Consultative Independence Integrity

o~
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7. Legislative and Other Mandates

Legislative mandates

Section 9 of the Constitution of the Republic of South Africa (No. 108 of 1996)
states that everyone has the right to equality, including access to healthcare
services. This means that individuals should not be unfairly excluded from the
provision of healthcare.

People also have the right to access information that is held by another person
if it is required for the exercise or protection of a right. This may arise in relation
to accessing one’s medical records from a health facility for the purposes of
lodging a complaint or for giving consent for medical treatment. This enables
people to exercise their autonomy in decisions related to their health, which is
an integral part of the rights to human dignity and bodily integrity in Sections 9
and 12 of the Constitution, respectively.

Section 27 of the Constitution places the obligation on the State to make
reasonable legislation to realise socio-economic rights, including access to
healthcare progressively.

The Medical Schemes Act (No. 131 of 1998) (MSA) represents such legislation,
which creates the framework for non-discriminatory access to medical
schemes. The MSA provides for the regulation of the medical schemes industry
to ensure synchrony and consonance with the national health objectives.

Section 27 of Chapter 2 of the Bill of Rights of the Constitution states the
following with regard to healthcare, food, water, and social security:

Everyone has the right to access to:
+ Healthcare services, including reproductive healthcare;
+ Sufficient food and water; and
+ Social security, including appropriate social assistance if they are unable
to support themselves and their dependents.

The State must take reasonable legislative and other measures within its
available resources to achieve the progressive realisation of these rights, and
no one may be refused emergency medical treatment.

Section 36 of the Constitution deals with the limitation of rights and spells out
strict criteria which must be adhered to whenever rights included in the Bill
of Rights are limited by law. Section 22 of the Constitution guarantees the
freedom of trade, which may be limited by law.

The MSA limits the business of a medical scheme to those parties registered

by the Council for Medical Schemes and requires such parties to comply with
the provisions of the MSA.

—~
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The National Health Act (No. 61 of 2003)
The National Health Act (NHA) provides the framework for a structured uniform
health system for South Africa, considering the obligations imposed by the
Constitution and other laws on the national, provincial, and local governments
regarding health services. A key objective of the NHA is to unite the various
elements of the national health system to actively promote and improve the
national health system in South Africa. Added to this is the intent to foster a
spirit of cooperation and shared responsibility among public and private health
professionals, providers, and other relevant stakeholders within the context of
national, provincial and district health plans.

The Charter for the Public and Private Health Sectors
of South Africa, 2006

This Health Charter was initiated in support of the NHA. It indicates that the
public and private health sectors need to constructively engage with each
other in discussions and dialogue to create an improved healthcare delivery
system for South Africa. Such a system will need to be coherent, efficient, cost-
effective and quality-driven and optimise the use of both sectors’ resources to
benefit the entire citizenry.

The Medical Schemes Act (No. 131 of 1998)

MSA established the CMS. Section 7 of the MSA confers the following functions
on the CMS:

Protect the interests of the beneficiaries at all times;

Control and coordinate the functioning of medical schemes in a manner
that is complementary to the national health policy;

Make recommendations to the Minister of Health on criteria for the
measurement of quality and outcomes of the relevant health services
provided by medical schemes and such other services as the Council may
from time to time determine;

Investigate complaints and settle disputes in relation to the affairs of
medical schemes as provided for in this Act;

Collect and disseminate information about private healthcare;

Make rules not inconsistent with the provisions of the Act for the purpose
of the performance of its functions and the exercise of its powers;

Advise the Minister of Health on any matter concerning medical schemes;
and

Perform any other functions conferred on the CMS by the Minister of
Health or the Act.

Related legislation impacting or influencing
the functioning of the CMS

Council for Medical Schemes Levy Act (No. 58 of 2000)

This Act provides the legal framework for the Council to collect levies from

medical schemes.




Public Finance Management Act (No. | of 1999)

The Public Finance Management Act (PFMA) provides for the effective,
efficient and economic financial management of government departments and
public entities.

Financial Sector Regulation Act (No. 9 of 2017)

The Financial Sector Regulation Act (FSRA) establishes a system of financial
regulation by establishing the Prudential Authority and the Financial Sector
Conduct Authority.

National Development Plan Vision 2030

As an organ of the State, Council is obliged to discharge its legislated mandate
in a coherent manner that is consistent with national policy, as set out in the
National Development Plan (NDP) Vision 2030.

The following are key priorities of the NDP Vision 2030 (extract from Chapter 10):
Raise the life expectancy of South Africans to at least 70 years;
Progressively improve TB prevention and cure;

Reduce maternal, infant and child mortality;

Significantly reduce the prevalence of non-communicable diseases;
Reduce injury, accidents and violence by 50% from 2010 levels;
Complete health system reforms;

Primary healthcare teams provide care to families and communities;
Universal health coverage; and

Fill posts with skilled, committed and competent individuals.

Furthermore, the NDP Vision 2030 sets out nine priority areas that highlight
the key interventions required to achieve a more effective health system to
contribute to achieving the desired outcomes. The priority areas are:

Address the social determinants that affect health and diseases;
Strengthen the health system;

Improve health information systems;

Prevent and reduce the disease burden and promote health;

Finance universal healthcare coverage;

Improve human resources in the health sector;

Review management positions and appointments, and strengthen
accountability mechanisms;

Improve quality by using evidence; and

Create meaningful public-private partnerships.

Policy mandates
The political environment has been stable for the greater part of this five-
year period. The Minister of Health has been consistent in articulating policy
developments that affect the industry. The policy mandate and context for the
health sector and the medical schemes industry has largely been driven by:

+ National Development Plan Vision 2030;

+ Sustainable Development Goals; and

+ Strategic Plan of the National Department of Health.

These policy mandates remain relevant for the medical schemes industry
for the next five years. It is, however, important to note that these mandates
are committing the health sector (both private and public) to the following key
deliverables:

+ Increased life expectancy;

+ Reduction of maternal, infant and child mortality;

+ Reduction in the burden of HIV and TB;

+ Reduction in the burden of non-communicable diseases, including

violence; and
+ Universal health coverage.

o~
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8. Organisational Structure

Dr Sipho Kabane

Mr Reginald Sadiki

Mr Ephraim Tlhako Ms Andisa Zinja

Vacant Vacant

Vacant
Vacant

Vacant Mr Michael Willie

Vacancies due to restructuring
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9. Registered Medical Schemes

O

Medical Schemes registered in terms of the Medical Schemes Act as at March 2022.

Scheme name Type Scheme name Type

1 | AECI Medical Aid Society Restricted 38 | Medimed Medical Scheme Open
2 | Alliance-Midmed Medical Scheme Restricted 39 | Medipos Medical Scheme Restricted
3 | Anglo Medical Scheme Restricted 40 | Medshield Medical Scheme Open
4 | Anglovaal Group Medical Scheme Restricted 41 | Momentum Medical Scheme Open
5 | Bankmed Restricted 42 | Motohealth Care Restricted
6 | Barloworld Medical Scheme Restricted 43 | Multichoice Medical Aid Scheme Restricted
7 | Bestmed Medical Scheme Open 44 | Netcare Medical Scheme Restricted
8 | BMW Employees Medical Aid Society Restricted 45 | Old Mutual Staff Medical Aid Fund Restricted
9 | Bonitas Medical Fund Open 46 | Parmed Medical Aid Scheme Restricted
10 | BP Medical Aid Society Restricted 47 | PG Group Medical Scheme Restricted
11 | Building & Construction Industry Medical Aid Fund Restricted 48 | Pick n Pay Medical Scheme Restricted
12 | Cape Medical Plan Open 49 | Platinum Health Restricted
13 | Chartered Accountants (SA) Medical Aid Fund (CAMAF)  Restricted 50 | Profmed Restricted
14 | CompCare Medical Scheme Open 51 | Rand Water Medical Scheme Restricted
15 | De Beers Benefit Society Restricted 52 | Remedi Medical Aid Scheme Restricted
16 | Discovery Health Medical Scheme Open 53 | Retail Medical Scheme Restricted
17 | Engen Medical Benefit Fund Restricted 54 | Rhodes University Medical Scheme Restricted
18 | Fedhealth Medical Scheme Open 55 | South African Breweries Medical Aid Scheme Restricted
19 | Fishing Industry Medical Scheme (Fishmed) Restricted 56 | SABC Medical Scheme Restricted
20 | Foodmed Medical Scheme Restricted 57 | South African Municipal Union National Medical Scheme  Restricted
21 | Genesis Medical Scheme Open (SAMWUMED)
22 | Glencore Medical Scheme Restricted 58 | SASOLMED Restricted
23 | Golden Arrow Employees’ Medical Benefit Fund Restricted 59 | SEDMED Restricted
24 | Government Employees Medical Scheme (GEMS) Restricted 60 | Sisonke Health Medical Scheme Restricted
25 | Health Squared Medical Scheme* Open 61 | Sizwe Hosmed Medical Fund Open
26 | Horizon Medical Scheme Restricted 62 | South African Police Services (Polmed) Restricted
27 | Impala Medical Plan Restricted 63 | Suremed Health Open
28 | Imperial and Motus Medical Aid Restricted 64 | TFG Medical Aid Scheme Restricted
29 | Keyhealth Medical Scheme Open 65 | Thebemed Medical Scheme Open
30 | LA-Health Medical Scheme Restricted 66 | Tiger Brands Medical Scheme Restricted
31 | Libcare Medical Scheme Restricted 67 | Transmed Medical Fund Restricted
32 | Lonmin Medical Scheme Restricted 68 | Tsogo Sun Group Medical Scheme Restricted
33 | Makoti Medical Scheme Open 69 | Umvuzo Health Medical Scheme Restricted
34 | Malcor Medical Aid Scheme Restricted 70 | University of KwaZulu-Natal Medical Scheme Restricted
35 | Massmart Health Plan Restricted 71 | Witbank Coalfields Medical Aid Scheme (WCMAS) Restricted
36 | MBMED Medical Aid Fund Restricted 72 | Wooltru Healthcare Fund Restricted
37 | Medihelp Medical Scheme Open

*Refer to page 13.
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10. CMS Council

Dr Memela Makiwane
Chairperson

Ms Diane Terblanche
Deputy Chairperson

Dr Honours Mukhari Dr Nombeko Mbava

w

Dr Sugendra Naidoo

Dr Thandi Mabeba Dr Xolani Ngobese

Mr Imran Vanker

Adv. Thabo Mareume

Dr Aquina Thulare

Mr Naheem Raheman

Resignations:

Mr Lusani Mulaudzi
Dr Leavit Mkhansi
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11. CMS Executives

Dr Sipho Kabane
Chief Executive and Registrar

Ms Andisa Zinja

Chief Financial Officer

[ 4

Mr Ephraim Tlhako
Chief Information Officer

Mr Michael Willie
GM: Research and Monitoring

Mr Reginald Sadiki
Executive Manager (Office of the CE)

2

Ms Mumsy Mashilo
Acting GM: Complaints Adjudication

Ms Mmatsie Mpshane
Acting GM: Stakeholder Relations

=g =

Mr John Letsoalo
Acting GM: Legal Services

Ms Hannelie Cornelius
Acting GM: Accreditation

Mr Mashilo Leboho
Acting GM: Benefits Management

Ms Elizabeth Figueiredo
Acting GM: Financial Supervision

Mr Mfana Maswanganyi
Acting GM: Compliance and Investigations

Ms Agnes Sethogoa
Acting GM: Human Resources

Senior Strategist
Vacant
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I. Auditor’s Report: Predetermined Objectives

O

The Auditor-General South Africa (AGSA) performs the necessary audit procedures on the performance information to provide limited assurance and issues an audit

conclusion on the performance against predetermined objectives.

This is included in the report to management with material findings being reported under the Report on the audit of the annual performance report heading section

of the auditor’s report.

2. Overview of Performance

2.1.  Service delivery environment

The period under review saw national local government elections as part of the
country's democratic processes. The impact of these elections on schemes
that draw their membership from local government as an employer is at this
stage indeterminate, but the CMS will be observing this with time. Hosmed,
which had a number of local government employees as members, has since
merged with Sizwe Medical Fund, following approval by the Council for Medical
Schemes (CMS). The new scheme, Sizwe Hosmed, has been accredited
according to Local Government Bargaining Rights following a court ruling.

Economic recovery following the COVID-19 pandemic has been slow, with
a marginally low impact on the lives of those covered by medical schemes
when compared to those not covered. In the period under review, the country
experienced social unrest, mainly in the provinces of KwaZulu-Natal and
Gauteng, leading to business closures, increased unemployment and the
possible loss of scheme membership. To some extent, the unrest had an
impact on the movement and availability of commodities, thereby temporarily
increasing commodity prices and affecting disposable income. General price
increases have an adverse impact on disposable income, putting pressure
on households as far as affordability is concerned, including medical scheme
contributions.

During the period under review, the legal environment changed in that sections
of the Protection of Personal Information Act (No. 4 of 2013), became law. The
CMS, and the entities that it regulates are working hard to ensure that they are
compliant with this Act.

The regulations that accompanied efforts to combat the COVID-19 pandemic
continued to have a negative impact on lives and livelihoods, movement of
goods and services, employment, poverty, and inequality. These, in turn, had a
considerable impact on scheme membership and sustainability of the medical
scheme industry in the short-, medium-, and long-term.

Economic retraction during the COVID-19 pandemic exacerbated
unemployment, poverty, and inequality. During the period under review,
the country experienced the highest levels of unemployment which were
persistently above the 30% mark due to structural factors. Youth unemployment
reached 66.5% of the reported 35.4% unemployed, as reported for January
2022 by Statistics SA. Medical schemes are occupied with searching for young
lives to cover, in line with the funding principle of the young subsidising the
old. The pressure on household incomes and reduced employment prospects

remained a permanent fixture during the period under review. The fact that

O

medical scheme membership is associated with employment and a growing
economy, the slowdown in economic activity contributed to stagnant growth in
respect of lives covered by medical schemes, rendering the sustainability of the
industry questionable. This has put pressure on the CMS’ revenue.

The extent to which these external factors are likely to affect the CMS cannot
be predicted with great accuracy in the medium- to long-term. The CMS must,
however, ensure that the risks that are posed by these factors to its ability to
achieve its set objectives are understood and that plans are put in place to
mitigate them.

South Africa experienced both the third (May to July 2021) and fourth
(November to January 2021) COVID-19 waves. However, COVID-19
vaccination hesitancy remains a threat to achieving herd immunity and
targets set by the NDoH across various population groups. Hesitancy levels
are also notable in the medical scheme environment. Interventions currently
being explored include the introduction of mandatory vaccination. The recent
preparedness survey conducted amongst medical scheme members by the
CMS revealed that nearly 60% of respondents would accept the COVID-19
vaccine if their employer provided it. Employer provision of the vaccine coupled
with training, education and awareness campaigns may be one of the key
strategies to combat vaccine hesitancy.

The utilisation of virtual platforms for meetings has seen an exponential
increase since 2020. In the regulatory environment, the CMS also saw an
increase in the number of medical schemes that opted for virtual platforms.
The CMS issued Circular 20 of 2021, supporting the use of the virtual platform
for meetings at the beginning of the AGM season. Medical schemes that were
granted exemptions to host virtual AGMs for 2020 were duly advised to review
their scheme rules and make the necessary amendments where the rules of the
scheme did not cater for virtual AGMs. Continued monitoring and evaluation of
virtual platforms and value add to members will remain a priority area of focus.

The redirection of resources to address the immediate impact of COVID-19
means that less attention is paid to other serious public health priorities such
as TB, HIV and non-communicable diseases. In the years to come we are likely
to see an increased incidence and prevalence of these diseases if ignored,
including gender-based violence. This increasing burden of disease is also
likely to impact negatively on the funding of schemes and affordability.

Epidemiologists and other experts have been at pains to indicate that the

effects of climate change, energy, and water shortages will result in further,
similar pandemics in the future.

o~
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In terms of scenario planning, it appears we are moving into a period of difficult
economic recovery. This scenario emanates from an analysis based on economic
recovery and National Health Insurance (NHI) implementation as key uncertainties
inthe CMS environment over the remainder of the five-year strategic planning cycle.
This scenario foresees extensive legal challenges to the CMS and the Ministry as
they attempt to implement the NHI. This scenario also signals fewer resources for
the CMS to address its regulatory short-falls, human resources, information and
communication technology (ICT) systems and other operational challenges. The
aggregated impact of this scenario is slow progress towards regulatory effectiveness
and efficiency as well as delayed delivery of the NHI support programmes.

The medical schemes industry regulated by the CMS consists of various key
stakeholders with diverse interests and agendas. As of 31 March 2022, the CMS
regulated 72 medical schemes, 27 administrators (including self-administered
schemes), 44 managed care organisations, 2 156 broker organisations, and
7 530 individual brokers. The role of the CMS is to regulate these entities
utilising the MSA and Regulations to ensure that all the 8.9 million scheme
beneficiaries’ interests are protected. This means that the CMS should ensure
that all the regulated entities are always compliant with the Medical Schemes
Act (No. 131 of 1998) (MSA) and its provisions.

The central aim of the reforms provided for in the MSA is to enhance the
risk-pooling potential of medical schemes and other important regulatory and
oversight mechanisms by introducing:

* A preferred health insurance vehicle, which requires that any person
doing the business of a medical scheme must operate in terms of a single
legislative framework;

Open enrolment, which removes the discriminatory practice of medical
schemes to select only good risk beneficiaries for membership (risk
selection);

Mandatory minimum benefits, which removes the ability of schemes

to discriminate against older and sicker members through the selective
non-provision of key benefits;

Waiting periods and late joiner penalties, to eliminate any significant
application of penalties for member movement between medical schemes
and options, while substantially removing the opportunities for anti-
selection where a member joins only when sick and then leaves or only
joins for the first time later in life;

Improved governance, which removes the historical conflicts of interest
embedded in the oversight of medical schemes;

Regulation of intermediaries, which implements accreditation and more
stringent regulatory oversight of medical scheme brokers, administrators,
and managed care organisations;

Improved oversight, through the implementation of a substantially
enhanced special-purpose regulator to oversee the Act; and

Member protection, which includes complaints resolution mechanisms at
the scheme level and provides members access to complaints resolution
mechanisms and appeals processes through the Registrar’s office.

These reforms remain relevant to this day. The original intention in the
introduction of the above measures was to ensure that all health funders
operate on a level playing field, which maximises the advantages and minimises
the disadvantages of a competing and highly commercialised multi-fund health
industry. However, many facets of the funding and provision of private health
services are still not adequately regulated, resulting in systemic shortfalls in
coverage, quality of coverage, cost containment, and impact on the public
health system. The CMS in the period under review was faced with significant
financial difficulties due to funding limitations. This has led to the completion of
key strategic projects being delayed, thus negatively impacting the role that the
Regulator has to play in the medical schemes industry.
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2.2 Organisational Environment

The PFMArequires public entities to submit quarterly performance information
reports to the relevant Executive Authority and the National Treasury. During
the period under review, CMS submitted all the quarterly information reports
to the Executive Authority and the National Treasury within the statutory
deadlines. There were no issues of concern raised by the Executive Authority
on the reports. All quarterly reports showed excellent performance by the
organisation under the direction of the Council.

The CMS undertook an Organisational Diagnostic Exercise to establish which
of its recommendations were being implemented. The ‘deep dive’ analysis
was conducted in preparation for implementation of the 2020-2025 Strategic
Plan. The exercise reviewed the business process, business operational model
inclusive of the organisational structure, as well the business service model.
The outcomes of the analysis and recommendations were presented to the
Accounting Authority for consideration and approval.

The established Project Steering Committee continued to meet on a regular
basis to direct and assess the progress of the project. Despite the project
experiencing resource constraints, progress has been made regarding the
revision of organisational policies and processes, as well the transition of staff
into the new structure.

Atalk on Stress Management Wellness was facilitated to address the various
ways in which stress manifests and ways of handling and disposing of stressful
situations by CMS employees. The aim was to create awareness on how
employees can cope with stress while working remotely during lockdown due to
COVID-19, and to improve relationships between the employer and employees.

2.3 Key policy developments and

legislative changes
The Bill of Rights, as enshrined in Chapter 2 of the Constitution of the Republic
of South Africa, provides for the State to take reasonable legislative and other
measures to ensure access and delivery of healthcare services to all citizens.
Section 27 makes provision for the right to have access to healthcare services,
food and water and social security, and Section 24 enforces the right to an
environment that is not harmful to the health or well-being of all South Africans.

The South African Government has pledged a ‘Long and healthy life for all
South Africans’. Since 1994, South Africa has made its intentions clear to have
a health system that provides universal access to healthcare. This system is
based on the approach of keeping people healthy and caring for them when
they are in poor health. This approach has been amplified by the Medium-
Term Strategic Framework (MTSF) priorities and the National Development
Plan 2030 goals, which emphasise that primary healthcare evolves from the
economic, political and socio-economic status of a country and requires inter-
sectoral coordination in housing, education, agriculture, and social services,
and promotes maximum community involvement and individual self-reliance.
Local health workers, including community-based health workers and referral
facilities, together with other sectors, address the health needs of individuals
and communities through promotive, preventive, curative, rehabilitative and
palliative services.

Despite the best intentions of the CMS following the promulgation of the MSA
and its regulations in 2000, the CMS has experienced serious obstacles to
being an effective regulator due to challenges by industry players and certain
legislative limitations. This situation has led to the CMS seeking to amend
specific areas of the MSA in order to strengthen its effectiveness and efficiency
as a regulator. In the past five years, the CMS has not been successful in
effecting the necessary legislative changes due to the long and onerous




route that this process has taken. The release of the Medical Schemes Act
Amendment Bill (MSAAB) for public comment in June 2018 represented a
massive shift towards legislative empowerment of the CMS. The CMS has
completed all the relevant amendments related to the Bill, and this has been
submitted to the Ministry of Health for finalisation.

Demarcation regulations and Low-Cost Benefit Options
Demarcation regulations outline oversight and responsibility for supervision of
medical schemes and health insurance products, to ensure that these products
do not undermine the medical scheme environment. The responsibility for
granting exemptions lies with the governance body of the CMS upon advice
from the Registrar and team, and is based on the Exemption Framework
developed between the CMS, National Treasury, and the NDoH. The CMS
issued Circulars 80 and 82 in December 2019 based on two sets of research
results at its disposal. The main message contained in these circulars was
that the exemption, which had been granted to primary insurance products
that had applied to the CMS previously, may not be granted again at the end
of March 2021 if there were no significant improvement and changes made to
them. The exemption granted for health insurance products had been issued
in April 2017 and was due to expire in March 2019. The exemption period was
later extended to 31 March 2022. The exemption period for insurers conducting
the business of a medical scheme, which was granted from 1 April 2019 to
31 March 2022, was further extended from 1 April 2022 to 31 March 2024,
following input received from the NDoH, National Treasury, Financial Sector
Conduct Authority (FSCA), and the Prudential Authority (PA). These extensions
were granted to ensure continued cover for members currently covered by the
existing exempted insurance products.

Furthermore, extension was granted to allow for the finalisation of the Low-Cost
Benefit Option (LCBO) Framework and recommendations. Further details are
contained in Circular 9 of 2022. All the above stakeholder engagements and
Advisory Committee consultative processes emanated from concerns raised
by stakeholders following Circulars 80 and 82. The engagements on the LCBO
stem from the regulatory non-compliance with the provisions of the MS Act,
Section 20(1), given the implementation of the Demarcation Regulations. The
technical work streams have developed position papers that will form the basis
of an LCBO Framework and Guidelines and will be submitted to the Registrar
and Council and finally to the NDoH for approval.

UDBP DSPs and excessive co-payments

This matter emanates from a dispute between the Independent Community
Pharmacy Association, a non-profit organisation representing more than
1000 independently owned community pharmacies across South Africa, and
the CMS.

In March 2015, the Independent Community Pharmacy Association (the
Association) wrote to the CMS requesting its intervention in what the
Association deemed an ‘undesirable practice in terms of Section 61 of the
MSA." The Association raised concerns about the manner in which Sections
7 and 8 of the MSA Regulations were being applied by medical aid schemes.

Pursuant to the above, the CMS published a Government Notice on 9 June
2017 indicating its intention to make a declaration and invited comment
from interested persons. However, the CMS elected to postpone the above
mentioned process based on a resolution of the meeting of 31 May 2018 which
resolution was subsequently communicated to the Association.

The CMS duly finalised the Section 61 processes, implemented the ruling and
accordingly issued a declaration on 23 April 2021. The wording was as follows:

“Declaration” is to the Declaration of Certain Practices by Medical Schemes
in Selecting Designated Healthcare Providers and Imposing Excessive Co-
Payments on Members as Irregular or Undesirable Practices by the Medical
Schemes, in terms of Section 61 of the MSA by the Council for Medical
Schemes in Government Notice 214 of 2021 dated 23 April 2021. The CMS
was required to publish guidelines in respect of this gazette within 180 days.

The CMS is internally embarking on processes to ensure that when the decision
of the Appeal Board is released, the CMS will be able to respond effectively
to implement any regulatory interventions as required by the Government
Gazette.

Financial Sector Regulations Act and Conduct of
Financial Institutions Bill

Discussions between the CMS, the FSCA, and the PA, aimed at harmonising
the legislation that gives the mandate to these regulatory bodies, are ongoing.
Some progress has been made in attempting to clarify and separate specific
mandates, but more work needs to be done. To accommodate this work, the
implementation date of the Conduct of Financial Institutions (COFI) Bill and the
relevant sections of the Financial Sector Regulations Act have been extended
to the end of March 2024.

NHI Bill

The CMS has examined the NHI Bill and has submitted comprehensive inputs
for consideration by the NDoH. In the period under consideration there was
an extended period of NHI hearings under the auspices of the Parliamentary
Portfolio Committee on Health to accommodate the views of different
stakeholders. The CMS followed these proceedings with great interest in order
to understand the perspectives of different stakeholders.
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3. Progress Towards Achievement of
Institutional Impacts and Outcomes

O

Impact To be an agile and transformative Regulator in order to promote affordable and accessible healthcare cover towards universal health
Statement coverage.

IO The period under review is year two of the five-year (2020-2025) Strategic Plan. The CE and Registrar led the development and execution
Statement of the 2020-2025 Strategic Plan, which resulted in an analysis of both the internal and external environmental changes, in order for the CMS
to respond proactively to developments in the industry that it regulates. The CMS has made significant progress on the strategic outcomes it
adopted in 2020, and believes that these outcomes will be achieved within the remaining three years of the five-year plan.

The CMS has developed the following Strategic Outcomes for the 2020-2025 Strategic Plan, aligned with the 2019-2024 Medium-Term Strategic Framework (MTSF):

Outcome 1 To promote the improvement of quality and the reduction of costs in the private healthcare sector

I CLICEEEATE [ terms of Section 7(e) of the MSA, one of the key functions of the CMS s to collect and disseminate information about private healthcare.
Statement The CMS is also mandated by Section 7(c) of the MSA to make recommendations to the Minister on the quality of healthcare in medical
schemes, and publish the findings annually in this report. The CMS reports the utilisation of health services and monitors the prevalence of
chronic conditions in the medical schemes’ population. Other monitoring includes continued collection of Scheme Risk Measurement (SRM)
data to measure and report on the risk profiles of medical schemes and benefit options. This allows schemes to better understand the impact
of age and chronic disease on the beneficiaries covered by medical schemes. The 2020 utilisation data depicted a decline in benefits paid
to most disciplines due to lower utilisation rates resulting from deferred demand for elective surgeries and other non-urgent medical services
in 2020. The 2021 data indicates normalisation of utilisation patterns where the claims ratios, as of November 2021, were slightly over 90%
compared to just over 80% observed over the same period in 2020. The impact of delayed treatment for conditions that were not diagnosed
during the pandemic will be observed, and this will affect increases in benefits across most disciplines other than pathology services, which
was one of the disciplines that saw an increase in 2020. The CMS continues to monitor the impact of delayed treatment on cost factors such
as private hospitals, specialists and other disciplines and how these will affect expenditure and possible higher claims compared to the pre-
COVID-19 experience.

The pandemic impacted both the public and private sectors equally, and this phenomenon was also evident across global health systems.
One of the national strategies to mitigate COVID-19 was surveillance and testing, and the latter was associated with higher costs which
were a barrier to accessing pathology services. The RT-PCR test cost in South Africa in 2020 was R850, with the results being available
within 24 hours. Rapid Antigen Tests cost R400 providing results within 15-30 minutes. As of 12 December 2021, the cost of the RT-PCR
test was adjusted downward to not more than R500 following a complaint by the Council for Medical Schemes (CMS) to the Competition
Commissioner. The CMS alleged that laboratory prices for COVID-19-tests were exorbitant and unjustifiable at R850 per test. The reduction
of 41% implied that more and more South Africans could access these services at lower prices, which improved access to care in both the
public and private sectors.

To encourage effective risk pooling

L ICESEUETE Among the findings of the Health Market Inquiry Report (2019) were that it is difficult for beneficiaries to make benefit option choices
Statement due to the proliferation of benefit options available in the medical schemes industry. A recommendation was that supplementary benefit
packages should be standardised to allow for a simpler choice environment for medical scheme beneficiaries. The CMS developed a
framework for standardising and simplifying benefit options over the years. A pre-procurement market analysis was done for the period under
review to implement a project needs assessment for benefit option standardisation and simplification. Further work will include a market
segmentation survey and an experimental analysis to assess the impact of product and information standardisation beneficiary choices.
The CMS conducted a study to understand medical scheme benefit enrichment from the medical scheme member perspective. One of the
study’s key findings was that nearly half of the respondents, 44.8%, indicated that they had run out of benefits in the preceding 12 months.
The study recommends that the benefit design and product development process focus on member needs. Member input in this process
could significantly improve access to benefits and increase cover for primary healthcare benefits. The CMS continues to explore various risk-
based solvency models, which are currently being piloted and reviewed. An impact assessment at the individual and industry level is still to
be finalised. Further engagement in this regard is to continue.
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To ensure that all regulated entities comply with, National Policy, the MSA and Regulations

ORI CERN GV Numerous regulatory interventions were implemented during the strategic cycle under review, including monitoring and implementation of
Statement enforcement actions, governance interventions and inspection of regulated entities. This included observing most of the medical scheme
member meetings (AGMs) and generating observation reports along with advocating for virtual member meetings in response to the
COVID-19 pandemic. Furthermore, routine monitoring of Compliance Inspections and Commissioned Inspections were instituted to review
the affairs of medical schemes and other regulated entities. In addition, the development of the Demarcation Exemption System for the
submission of exemption applications and the renewal of the Demarcation Framework ensured that insurance entities and their respective
Financial Service Providers (FSPs) ‘doing the business of a medical scheme’ are regulated until such time that the Low-Cost Benefit Option
(LCBO) Framework has been developed and implemented.

Medical scheme administrators, managed care organisations and schemes providing their own administration and/or managed care services
are subjected to rigorous evaluations of their compliance with the regulatory requirements and accreditation standards before accreditation
is granted or compliance certificates issues (in the case of medical schemes). In addition, the CMS continued to ensure that compliance
is monitored throughout the accreditation or compliance periods. Appropriate action was taken where and when non-compliance with
accreditation requirements and standards was detected.

A research note on the funding benefits of medical schemes was finalised in March 2022. The study quantified an amount of R470.2 million
for the period 2015-2020. The research revealed a consistently higher degree of non-compliance with Regulation 10(6), where medical
schemes continued to fund Prescribed Minimum Benefits (PMBs) from members’ personal savings accounts. This is in contravention of the
Act. The CMS engaged with the affected schemes to address the issue and put corrective measures in place to ensure compliance with the
MSA and protect member interests.

Work has continued on the nature of transformation in the medical schemes industry. The Health Market Inquiry Report (2019) identified
barriers to market participation. Among these was that although there has been marginal market entry, this has involved minimal participation
by previously disadvantaged groups. For the period under review, the CMS conducted a study that focused on the analysis of B-BBEE
transformation in the industry, and considered a B-BBEE scorecard that might be more amenable to the medical schemes industry’s
contribution to inclusive economic growth. The score is under review.

During the review period, the overall solvency of schemes improved, including their accumulated reserves.

Outcome 4 To be a more effective and efficient organisation

O CEENTEETE During the implementation of the CMS 2020-2025 Strategic Plan, the CMS reviewed, reassessed, and redesigned the organisation to
Statement improve effectiveness and efficiency, resulting in a revised Service Delivery Model, Operating Model, and a new Organisational Structure,
approved by Council on 29 May 2020. Delays were experienced in implementing the new structure in the reporting period because of work
that needed to be completed prior to migrating employees into the new structure. To implement the new organisational structure, a Migration
Framework was developed, as well as a Qualification Framework to guide the placement of employees in the new structure and identify
training requirements.

A service provider was appointed through a tender process to conduct a job evaluation/salary benchmarking exercise to ensure that
positions in the revised structure are graded and that employee remunerated is competitive with the market. Management is in the process
of consolidating the results of this exercise for presentation to the Human Resource, Social and Ethics Committee and the Council before
the end of the 2022/23 financial year.

To conduct policy driven research, monitoring and evaluation of the medical schemes industry to facilitate decision-making and
policy recommendations to the Health Ministry

ORI CERR G The CMS contributed to the publication of the NHA Report, published in 2021. The CMS provided technical support, supplied the private
Statement health sector data, and provided automation of the processes. The CMS also continued to support the South African National Aids Council
(SANAC), mainly collecting private sector data on HIV/STI on a biannual basis. With representation from the Board of Healthcare Funders,
Health Funders Association and non-affiliated schemes, the CMS is an active member of the Private Sector Forum.

The CMS continues to disseminate research outputs across various channels, including publications. More than six research publications
were produced on various topics ranging from benefits packages, utilisation of medicine expenditure, benefit enrichments, transformation in
the medical schemes industry, funding of health services, COVID-19 and marketing expenditure. Some of these outputs were published in
journals such as the World Medical Journal and other peer-review journals. The CMS published a research chapter in the primary healthcare
book, published by IntechOpen, a United Kingdom (UK) based publisher. The CMS also participated in local conferences and presented a
poster at the 37" International Society for Quality in Healthcare Conference. There is a continued representation of South Africa in the Global
Joint Learning Network on Universal Health Coverage, where the CMS, NDoH and National Treasury are part of the South Africa Country
Core Group. The CMS continues to engage and collaborate with other regulators and industry bodies such as Health Quality Assessment,
and academic institutions to promote the culture of research collaborations.

o~
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To collaborate with local, regional and international entities

OISR During the implementation of the CMS 2020-2025 Strategic Plan, the CMS collaborated with local and regional entities to establish a working
Statement relationship between the CMS and these entities to set out the mechanisms for implementation and monitoring of the relationship entered
into. In addition, a Memorandum of Understanding (MoU) was signed with these entities expressing a convergence of will between the CMS
and the entities, and indicating an intended common line of action and agreement. MoUs concluded between the 2021/22 financial years
are as follows:

+ Broad-Based Black Economic Empowerment (B-BBEE) Commission

+ Namibian Association of Medical Aid Funds (NAMAF)

+ University of Stellenbosch (US)

+ Financial Planning Institute (FPI)

+ Innovative Pharmaceutical Association of South Africa (IPASA)

+ Healthcare Quality Association (HQA)

+ Financial Intermediary Association (FIA)

+ South African Medical Association (SAMA)

+ Competition Commission (CC)

It should be noted that in the 2022/23 financial year, the CMS will maintain the relationship and collaboration with these entities to regulate
the medical scheme industry in a fair and transparent manner.

The CMS is a member of the governing council of the Southern African Development Community’s (SADC) Committee of Insurance,
Securities and Non-Banking Financial Authorities (CISNA) and attends all its activities on a regular basis.

4. Institutional Programme
Performance Information

Programme |: Administration
The administrative programmes of the CMS focus on the efficient functioning of the office and provide support to the core programmes to effectively carry out their
mandates. The administration programme entails five sub-programmes, namely:

1.1 Office of the Chief Executive Officer

1.2 Office of the Chief Financial Officer

1.3 Information Communication Technology and Knowledge Management
14 Human Resources Management

15 Legal Services

1.6 Council Secretariat

Sub-programme |.I: Office of the Chief Executive Officer
The CE and Registrar is the accounting officer exercising overall control over the office of the CMS and, as Registrar, has legislated powers to regulate medical
schemes, administrators, brokers and managed care organisations.

The CE and Registrar is responsible for leading the development and execution of the CMS’ strategy and for all day-to-day management decisions.

—~
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Performance

Table 8: Key performance indicators, planned targets and actual achievements

Sub-programme 1.1: Office of the Chief Executive Officer

Outcome Output Output Audited Audited Planned Actual Deviation Reasons for
Indicator Actual Actual LULTE] Achievement | from Deviations
Performance | Performance | Target 2021/22 Planned
2019/20 2020/21 2021/22 Target to
Actual
Achievement
2021/22
Output Indicator The annual overall
11 performance
o target is exceeded
Ensure
that overall because the
Output 1: New indicator | 80% 80% 83.33% 3.33% CMS experienced
performance .
Ensure that L overachievement
of the entity is )
reported . in some
rf maintained at rogrammes and
,pe °"”‘?‘"°‘? above 80% prog
information is sub-programmes.
in accordance
with the Output Indicator
Framework 1.2:
for Strategic Produce
Outcome 4: and Annual an Annual
To be a more Performance Performance
effective plans Information 1 1 1 1 - R
and efficient report that is
organisation reliable, accurate
and complete
by 31 July each
year
Output 2:
An effecti
ne. ecive, Output Indicator
efficient and 21
transparent. Number of
system of risk .
strategic risk
management ) 4 4 4 4
. . register reports
is maintained .
) submitted to
in order to :
. the Council for
mitigate the o
' monitoring
risks exposure
of the CMS
Output Indicator
3.1
: N
Outcome 6: Output 3 urleer
Develop of signed
To collaborate X
with local strategic memoranda of
: : relationships understanding New indicator | 4 4 4
regional and : )
. ) with other with local,
international :
entities regulators and | regional and
stakeholders international
regulators and
stakeholders

Achievement of strategic objectives

A strategic risk assessment and risk rating workshop was held during the review period — jointly between Council, the Audit and Risk Committee, and CMS
management. Governance structures continued to exercise their oversight over the organisation’s strategic risks. The Annual Performance Plan for the 2022/23
financial year was submitted on 31 January 2022 to the Executive Authority and the National Treasury. The CMS achieved an overall performance of 83.33% against
its predetermined objectives. During the year under review, the CMS continued to sign MoUs with local stakeholders to foster strategic technical cooperation and
collaborative relationships with stakeholders.

Strategy to overcome areas of underperformance Changes to planned targets

There were no areas of underperformance in this sub-programme. There were no changes to planned targets for this sub-programme during the

year under review.
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Linking performance with budgets
Table 9: Sub-programme 1.1: Linking performance with budget
2021/22 2020/21*

Budget Actual (Over)/Under Budget Actual (Over)/Under
Expenditure Expenditure Expenditure Expenditure

Office of the CEO R’000 R’000 R’000 R’000 R’'000 R’000

Administrative expenses
Printing and stationery 0 0 0 0 0 0
Subscriptions 141 4 137 5 155 (150)
141 4 137 5 155 (150)
Operating expenses
Committee remuneration 0 0 0 424 417 7
Consulting 376 4479 (4103) 3914 4089 (175)
Council member fees 0 0 0 301 2797 214
Labour relations costs 872 990 (118) 1522 3150 (1628)
Postage and courier 4 3 1 8 8 0
Transcription services 0 4 (4) 0 0 0
Venue and catering 7 4 3 0 2 (2)
1259 5480 (4221) 8878 10 464 (1585)
Staff costs
Salaries 5978 5383 595 7330 6994 336
Staff training 17 7 10 16 12 4
5994 5390 605 7346 7006 340
Total 7395 10 874 (3479) 16 230 17 624 (1394)
*Restated

Variance explanation
Positive and negative differences greater than the approved significance materiality of R1.745 million pertain to consulting fees. The negative difference in 2021/22
relates mainly to Special Investigating Unit work. Positive differences in consulting-related work in other programmes will be used to close this gap.

Sub-programme 1.2: Office of the Chief Financial Officer

The purpose of the sub-programme is to serve all business units in the CMS, the executive management team and Council by maintaining an efficient, effective
and transparent system of financial performance and supply chain management that complies with the applicable legislation. The Office of the CFO in support of
the Registrar also serves the Council, Audit and Risk Committee, Internal Auditors, the NDoH, National Treasury and the Auditor-General South Africa by making
available to them information and reports that allow them to carry out their statutory responsibilities. By doing this, the sub-programme assists the Council to be a
reputable regulator.

Performance

Table 10: Key performance indicators, planned targets and actual achievements

Sub-programme 1.2: Office of the Chief Financial Officer

Outcome Output Indicator Audited Audited Planned | Actual Deviation Reasons
Actual Actual Annual | Achievement | from Planned | for

Performance | Performance | Target | 2021/22 Target to Deviations
2019/20 2020/21 2021/22 Actual

Achievement

2021/22

Output Indicator 4.1:
An unqualified opinion
issued by the Auditor-

Output 4:
Ensure effective
financial management

. General South Africa 1 1 1 1
and alignment of budget ) .
; . i on the Annual Financial
allocation with strategic
Outcome 4: - Statements by 31 July
priorities
To be a more each year
effective Output 5:
and efficient | Ensure that reported
oot .p ) Qutput Indicator 5.1:
organisation | performance information
X ) Produce a budget that
is useful and reliable ) .
is approved by Council | 1 1 1 1

and in accordance
with the Performance
Management and
Reporting Framework
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Achievement of strategic objectives

The CMS manages its finances as prescribed by the PFMA and maintains a strong system of internal controls for effective and efficient management of its finances.
It constantly seeks ways to improve its systems to better align with the requirements of the PFMA and best practices. This is evidenced by the unqualified audit
opinion on its Annual Financial Statements for 2021/22 by the AGSA.

The CMS is considering an alternative funding model that will strengthen its financial position in the medium- to long-term to secure its financial sustainability.

Strategy to overcome areas of underperformance Changes to planned targets

There were no areas of underperformance in this sub-programme. There were no changes to planned targets for this sub-programme during the
year under review.

Linking performance with budgets

Table 11: Sub-programme 1.2: Linking performance with budget

2021/22 2020/21*

Budget Actual (Over)/Under Budget Actual (Over,
Expenditure Expenditure Expenditure Expenditure

Office of the CFO R’000 R’000 R’000 R’000 R’000 R’000

Administrative expenses

Bank charges 65 55 10 55 53 1
Building expenses 1927 1811 116 1759 1794 (35)
General administrative 135 170 (35) 183 163 20
expenses
Insurance 827 785 42 627 658 (30)
Penalty paid to SARS - - - - 51 (51)
Printing and stationery 230 164 66 221 191 30
Refreshments - - - 18 14 5
Rent 13148 11676 1472 11705 11701 4
Rent: Operating expense 2803 3003 (200) 2739 2755 (16)
Subscriptions 39 19 20 16 15 1
19174 17 683 1491 17 325 17 396 (72)
Audit remuneration
External audit 829 829 0 1389 1092 297
Internal audit 1161 1132 29 547 1491 (944)
1990 1961 29 1936 2583 (647)
Operating expenses
Consulting 125 132 (7) 116 138 (22)
Postage and courier 2 0 2 1 4 (3)
Travel and subsistence 31 38 (7 2 6 (3)
Venue and catering 38 4 34 6 7 (0)
197 175 22 126 155 (29)
Staff costs
Employee benefits 3472 3226 246 3209 3290 (81)
Employee wellness 2 0 2 0 0 0
Salaries 11911 11733 178 10 812 10678 134
Staff training 347 238 109 146 147 (1)
Workmen's compensation 569 569 0 569 569 0
16 301 15766 535 14 736 14 684 52
Bad Debt - - - - 291 (291)
Total 37 661 35584 2077 34122 35108 (986)
*Restated

Variance explanation
There were no positive or negative differences greater than the approved significance materiality of R1.745 million during the 2021/22 financial year.
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Sub-programme |.3: Information Communication Technology and Knowledge Management
The purpose of the sub-programme is to provide secure, reliable, innovative and process driven information and communication technology and knowledge
management solutions, thereby improving productivity and business value.

Performance

Table 12: Key performance indicators, planned targets and actual achievements

Sub-programme 1.3: Information Communication Technology and Knowledge Management

Output Indicator | Audited Audited Planned
Actual Actual Annual

Actual Deviation Reasons for
Achievement | from Planned | Deviations
2021/22 Target to

Actual

Performance | Performance | Target

2019/20 2020/21 2021/22

Output Indicator
6.1:

Achievement
2021/22

Migration to a
new Internet
Service Provider

Percentage of 99% 99% 99% 98% -1% ) o
led to instability
network and server )
Output 6: ) in network
) uptime -
An established connectivity.
ICT Output Indicator Fewer security
infrastructure 6.2: incidents led to
that ensures Percentage of IT 5% 0.75% 5% 2% 3% overachievement
information security incidents against the
is available, (breaches) indicator.
accessible and i
Outcome 4: Output Indicator
protected 6.3:
To be a more Number of
effective umber @ 1 2 2 2 - -
- successful IT
and efficient )
o Disaster Recovery
organisation )
(DR) failover tests
Output 7:
Provide software
applications Output Indicator
that serve both | 7.1:
internal as well | Percentage of up-
as external time, of all installed | 99% 99% 99% 99% -
stakeholders and | application systems
which improve where network
business access exists
operations and
performance
Output 8:
Effectively
provide
information Output Indicator
management 8.1: Efficient process
services and Percentage of in responding
organise .requests. for 95% 95% 95% 99% ™ to information
and manage information requests led
organisational received and to the over-
knowledge finalised within 30 achievement.
with a view days
to enhancing
knowledge
sharing
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Achievement of strategic objectives

The 2021/22 financial year was a bit of a difficult year for the ICT & IM as there were number of issues including network and system downtimes experienced. These
mainly related to the migration to the new Internet Service Provider in April and system crash experienced in December. It is however worth noting that although
the CMS’ ICT infrastructure environment is ageing and has not had major upgrades in recent times, it continued to be stable for most part of the financial year. A
number of minor improvements were done towards the end of the financial year and the sub-unit has confidence that the ICT environment will continue support the
CMS in achieving its business outcomes.

The sub-unit successfully conducted 2 disaster recovery failover tests. No major cyber security incidents were experienced which led to the sub-unit managing
to achieve the less than 5% of incidents target and 99% of information requests (including PAIA and other requests) received were finalised within the required
30 days period. Given the number of network and system downtimes experienced, the sub-unit only managed to achieve 99% availability on systems but could only
achieve 98% network availability. The main contributor to non-achievement of the network availability target was the migration to a new Internet Service Provider.
The migration had teething problems and took long time for the new Internet line to be fully stable and there were a number of load shedding incidents which had an
impact on network service across the country. The CMS network connectivity has since been stabilised after configurations were done on the fibre line in December.

In ensuring that the CMS s protected against cyber security incidents, 2 network vulnerability assessments and penetration test were conducted and their
recommendations are continuously implemented. There is continuous implementation of a Hybrid Cloud solution mainly based on Microsoft Azure with more
initiatives planned for the next year and as well as in the 2023/24 financial year. This implementation is critical in enabling business continuity and quick recovery
times in case of a disaster.

Strategy to overcome areas of underperformance Changes to planned targets

Network connectivity has been improved and should be more stable going There were no changes to planned targets for this sub-programme during the
forward after configurations were done on the fibre line. year under review.

Linking performance with budgets

Table 13: Sub-programme 1.3: Linking performance with budget

2021/22 2020/21*

Information Communication | Budget Actual (Over)/Under Budget Actual (Over
Technology and Knowledge Expenditure Expenditure Expenditure Expenditure

Management R’000 R’000 R’000 R’000 R’000 R’000

Administrative expenses
General administrative 475 292 183 279 305 (26)
expenses
Printing and stationery 16 0 16 -
Refreshments - -
Rent: Copiers 437 401 36 401 401 0
Security 550 541 9 511 515 (4)
Subscriptions 25 2 23 4 2 2
Telecommunication expense 6709 7203 (495) 8046 8283 (237)
8212 8438 (226) 9240 9506 (266)
Operating expenses
Consulting 352 116 236 633 475 158
Knowledge management 1036 1415 (378) 1253 1085 168
Travel and subsistence 2 3 (1) 1 1 0
Venue and catering - - - - -
1390 1533 (143) 1888 1561 327
Staff costs
Employee wellness 2 0 2 0 0 0
Salaries 13135 12 403 732 13 691 13741 (50)
Staff training 159 106 53 122 96 26
13294 12 509 784 13813 13838 (25)
Total 22898 22482 416 24941 24904 37
*Restated

Variance explanation

There were no positive or negative differences greater than the approved significance materiality of R1.745 million during the 2021/22 financial year.
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Sub-programme |.4: Human Resources Management
The purpose of the sub-programme is to provide high quality service to internal and external customers by assessing their needs and proactively addressing those
needs by developing, delivering, and continuously improving human resource programmes that promote and support the CMS’ vision.

We fulfil this mission with professionalism, integrity, and responsiveness by:
+ Treating all our customers with respect;
+ Providing resourceful, courteous, and effective customer service;
+ Promoting teamwork, open and clear communication, and collaboration; and
+ Demonstrating creativity, initiative, and optimism.

The sub-programme helps the CMS by supporting its administration and staff through human resource management advice and assistance, enabling them to make
decisions that optimise the CMS’ most important asset, its people, and continue with the development of CMS as an employer of choice.

~_ =/
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Performance

Table 14: Key performance indicators, planned targets and actual achievements

Sub-programme 1.4: Human Resources Management

Output

Outcome

Outcome 4:
To be a more
effective

and efficient
organisation

Output Indicator

Output Indicator 9.1:
Minimise staff turnover

Audited
Actual
Performance
2019/20

Audited
Actual
Performance
2020/21

Planned Actual Deviation Reasons for
Annual Achievement | from Planned | Deviations
Target 2021/22 Target to
2021/22 Actual

Achievement

2021/22

Staff turnover rate
remained below
15% because, the

<10% 18.3% <15% 9.5% 5.5% CMS experienced
rate to less than 15% per -
annum fewer resignations
for the period
under review.
Output Indicator 9.2: . Vacancies for
) ) 18 vacancies
Turnaround time to fill ) General Managers
during the )
a vacancy (turnaround reportin were not filled
time of 120 working days eF;io d v?ere 70.8 days 120 days | 492 days -372 days because of the
Output 9: for each vacancy that zlle d within approval of the
Build exists during the year), new macro-micro
! . I 120 days
competencies | excluding position of CEO structure.
and retain Output Indicator 9.3: Exceeded the
skilled Achievement of target through the
employees employment equity filling of vacancies
targets (according to 85% 108.57% 85% 101% 16% in terms of the
the Broad- Based Black CMS equity targets
Economic Empowerment and B-BBEE
targets), annually compliance.
During the
Output Indicator 9.4: perllod under
Develon Talent review, the Talent
P ) New indicator | New indicator | 1 0 -1 Management
Management Policy )
Policy Framework
Framework "
was awaiting
implementation.
Output Indicator 10.1:
Percentage of employee’
performance agreements Employees signed
signed by no later than 100% 100% 95% 100% 5% performance N
31 May of each year agreements within
(excluding employees the target date.
out of office on extended
Output 10: absence)
Maximise One hundred
rf i I
periomance |y tout Indicator 10.2: fine employees
to improve , participated in the
- Percentage of employees )
organisational first performance
efficiency and performance assessment appraisals. This
ceney and | oncluded, biannually | 100% 99.10% 95% 99.72% 4.72% ppraisas.
maintain high ) number excludes
(excluding employees
performance ) employees out of
out of office on extended '
culture absence) the office on an
extended leave of
absence.
Output Indicator 10.3:
Number of Training and
Development Sessions New indicator | New indicator | 4 4

to Improve Employee
Relations
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Achievement of strategic objectives
The CMS workforce profile for the reporting period ending 31 March 2022 comprised 124 employees made up of 116 permanent and five-year fixed-term
appointments, three on a temporary, fixed-term contract and five on internship programmes.

During the reporting period, the CMS had 18 vacancies. Seven vacancies were from the previous financial year arising from the non-renewal of contracts. Vacancies
were filled according to the CMS' recruitment and selection process. A total of seven employees were appointed to permanent positions; four were filled by external
applicants, and three were filled by internal applicants.

There were 11 terminations during the reporting period made up of seven resignations, one from mutual separation and three internal movements (where employees
were appointed to other positions).

Strategy to overcome areas of underperformance Changes to planned targets

During the period under review, the Talent Management Policy Framework There were no changes to planned targets for this sub-programme during the
was awaiting approval, and the process took longer than anticipated due to the | year under review.

conclusion of internal stakeholder consultations.

The recruitment process to fill the newly created positions of Senior Managers
to be prioritised in the first quarter of the 2022/2023 financial year.

Linking performance with budgets

Table 15: Sub-programme 1.4: Linking performance with budget

2021/22 2020/21*

Human Resources

Budget

Actual
Expenditure

(Over)/Under Budget
Expenditure

Actual
Expenditure

(Over)/Under
Expenditure

R’000 R’000 R’000 R’000

R’000

Administrative expenses
General administrative 67 3 64 17 17 )
expenses
Printing and stationery 16 13 3 17 14
Subscriptions 163 163 0 169 166
246 179 67 203 198

Operating expenses
Consulting 1569 798 771 241 181 60
Transcription services 7 - 7 4 3 1
Travel and subsistence 12 - 12 21 20 1
Venue and catering 38 6 33 22 17 6

1626 803 822 288 220 68
Staff costs
Employee wellness 313 182 131 145 193 (48)
Recruitment and relocation 429 544 (115) 451 337 14
Salaries 4947 5696 (749) 5661 5622 38
Staff training 94 79 15 23 17 6
Temporary staff 1921 2103 (182) 2099 2109 (10)

7705 8605 (900) 8378 8277 100
Total 9576 9 587 (10) 8 869 8 696 173

*Restated

Variance explanation

There were no positive or negative differences greater than the approved significance materiality of R1.745 million during the 2021/22 financial year.
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Sub-programme 1.5: Legal Services
The purpose of the sub-programme is to provide legal advice and representation to the CMS and business units to ensure the integrity of regulatory decisions.

Performance

Table 16: Key performance indicators, planned targets and actual achievements

Sub-programme 1.5: Legal Services

Output Indicator Audited Audited Planned Actual Deviation Reasons for
Actual Actual Annual Achievement | from Deviations
Performance | Performance | Target 2021/22 Planned
2019/20 2020/21 2021/22 Target to
Actual
Achievement
2021/22
Output 115 Output Indicator 11 A The unit
Legal advisory and | Percentage of written )
: - exceeded its
support services for | and verbal legal opinions taraet due
effective regulation | provided to internal and | 80% 85% 85% 95% 10% g )
Outcome . to working
4Tob of the industry and | external stakeholders, extended
-lobe operations of the attended to within 14
amore ) hours.
) office days
effective Output Indicator 12.1:
and efficient | Output 12: Wiput Indicafor 1.1
- ) Percentage of court and
organisation | Defending tribunal ances in
decisions of the unarappearances in | 4q, 100% 100% 100% - -
legal matters received
CMS and the o
Redisirar and action initiated by
9 the unit within 14 days

Achievement of strategic objectives
The Legal Services Unit successfully achieved its targets by:
+ Establishing a portfolio of priorities that drive differential resource allocation and differential targets across the Legal Services Unit;
+ Raising the Legal Services core effectiveness and the satisfaction of the corporate client it serves by way of more efficient day-to-day operations and
enhanced stakeholder value. As a result, other CMS units benefit from this higher level of performance;
+ Recognising the unit's core capabilities and constraints, enabling optimal utilisation of outside counsel; and
+ Identifying corporate client needs and prioritising requests.

The Legal Services Unit is very aware that external pressures (sometimes with conflicting objectives) are escalating, while internal corporate demands to reduce
costs are also intensifying. The unit has successfully aligned with the business direction of the CMS and is moving in the same direction as the strategy of the
organisation. Hence, the unit was successful in prioritising and justifying legal expenditure on resources and technology and demonstrated a valuable contribution
to, and impact on, the organisation.

The Legal Services Unit made valuable presentations to the trustee training workshops to create awareness of the need for good corporate governance and, in so
doing, ensured sound compliance with the CMS mandate and the law. Moreover, the unit has established a role that goes beyond merely monitoring legal matters,
overseeing legal operations, and allocating resources. The unit prioritises and completes high revenue/cost saving and strategic commercial agreements for the
CMS. The unit continuously and successfully defends and protects the interests of the CMS on litigation, intellectual property, regulatory affairs, and compliance. For
this reason, Keyhealth Medical Scheme was successfully uplifted from curatorship.

Strong legal capacity has enabled the CMS to enforce its statutory mandate with an exemplary success rate. Thus the CMS has consistently maintained legal and
regulatory certainty in the medical schemes industry. Importantly, the Legal Services Unit has made a significant contribution to commentary on the NHI.

It should be noted that the Legal Services Unit has successfully delivered on all strategic transactions and initiatives on mergers, curatorships, directives, acquisitions
and key regulatory activity. In addition, the unit was instrumental in defending and protecting the interests of the organisation. The unit has made an important
contribution to the LCBO processes, and is playing a significant role in the amendment of the Medical Schemes Act in accordance with the NHI and HMI.

With the assistance of the unit, the CMS has ensured that costs for COVID PCR tests have been reduced, to the benefit of the public at large, and towards gaining
in the fight against the pandemic. The CMS continues to legally defend uncompetitive practices by service providers, and associations have played a vital role in
shaping the behaviour of service providers through the Appeals Board.

Strategy to overcome areas of underperformance Changes to planned targets

There were no areas of underperformance in this sub-programme There were no changes to planned targets for this sub-programme during the
year under review.
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Linking performance with budgets
Table 17: Sub-programme 1.5: Linking performance with budget
2021/22 2020/21*

Budget Actual (Over)/Under Budget Actual (Over)/Under
Expenditure Expenditure Expenditure Expenditure
Legal Services R’000 R’000 R’000 R’000 R’000 R’000

Administrative expenses

Printing and stationery 2 - 2 1 1 -
Refreshments - - - - - -
Subscriptions - - - - -
2 2 1 1
Operating expenses
Legal fees 5636 8372 (2736) 15 345 23 341 (7°996)
Legal fees — Section 59 - - - 1509 - 1509
Travel and subsistence 21 6 15 16 18 (2)
Venue and catering - - - - - -
5658 8378 (2721) 16 870 23 359 (6 488)
Staff costs
Salaries 3950 3524 425 5075 4719 444
Staff training 45 27 19 28 32 (3)
3995 3551 444 5103 4751 352
Total 9 654 11929 (2274) 21975 28111 (6 136)
*Restated

Variance explanation

There were no positive or negative differences greater than the approved significance materiality of R1.745 million during the 2021/22 financial year.
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Sub-programme 1.6: Council Secretariat
The purpose of this sub-programme is to provide corporate governance services to the Council as the Accounting Authority and its committees. The programme

seeks to achieve the above objective through seamless board administration, secretariat service and support.

Performance

Table 18: Key performance indicators, planned targets and actual achievements

Sub-programme 1.6: Council Secretariat

Outcome 4:
To be a more
effective

and efficient
organisation

Output Indicator

Output Indicator 13.1:
Develop an Annual
Council Work Plan
for Council and

its Committees by

Audited
Actual
Performance
2019/20

New indicator

Audited
Actual
Performance
2020/21

New indicator

Planned
Annual
Target
2021/22

Actual
Achievement
2021/22

Deviation Reasons for
from Planned | Deviations
Target to

Actual

Achievement

2021/22

31 March
Output Indicator 13.2:
Output 13:
c ; Develop and
orporate Review Council New indicator | New indicator | 6 6
governance, .
Secretariat and Committees
ecretana Governance Charters
and Board -
I Output Indicator 13.3:
administration s o i
SOt | eoryCoune
and Legal uory LOUNCI 1\ oy indicator | New indicator | 100% 100%
) and Sub-committee
Services - .
) decisions, resolutions
for effective .
and matters arising
governance
by the Output Indicator 13.4:
Accounting Notify the Executive
Authority Authority six months
before the term of office
f Council b
OFLOUNCIMEMBETS | e indicator | New indicator | 100% 100%
is due to expire.
Report resignations
and vacancies to the
Executive Authority
within 2 working days
Output Indicator 14.1:
P
ercenltage of Appeal The target was not
Committee and Appeals )
Board Scheduled achieved due (0 2
. New indicator | New indicator | 100% 75% -25% shortage of staff
within 14 days upon } :
Output 14: receipt of all supportin which has since
utput 14: P pporiing been addressed.
Support documents (as per
Dispute schedule)
Resolution The target was not
Forums in achieved due to a
furtherance | Output Indicator 14.2: shortage of staff
of Council Percentage of Appeals which has since
and MSA Committee and been addressed.
objectives Appeals Board Rulings | New indicator | 100% 100% 75% -25% The outcome

published on the CMS
website within 14 days
of issuing the ruling

indicator will be
revised in the
new year’s APP
to account for the
dependencies.
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Achievement of strategic objectives

The Council Secretariat continued to provide corporate governance services to the Council as the Accounting Authority and its committees. The Council Secretariat
also provided support to the independent Appeal Board and ensured that all the rulings were communicated to key stakeholders. The sub-programme achieved its
objectives through seamless board administration, secretariat services and support.

Strategy to overcome areas of underperformance Changes to planned targets

The issue related to shortage of staff has since been addressed.

Outcome indicator 14.2 had to be revised in the new year’s APP to account for

the dependencies.

There were no changes to planned targets for this sub-programme during the

year under review.

Linking performance with budgets

Table 19: Sub-programme 1.6: Linking performance with budget

2021/22 2020/21

Expenditure Expenditure Expenditure Expenditure
Council Secretariat R’000 R’000 R’000
Administrative expenses
Printing and stationery 3 1 2 - -
Refreshments - - -
Subscriptions 38 73 (35) - - -
42 74 (33) - - -

Operating expenses
Committee remuneration 359 (359) - - -
Consulting 571 267 304 - - -
Council member fees 3568 3967 (398) - - -
Postage and courier 4 4 - -
Transcription services 59 14 45 - -
Travel and subsistence 100 100 - -
Venue and catering - - - - -

4302 4606 (304) - -
Staff costs
Salaries 1862 1978 (116) -
Staff training 50 15 35 -

1912 1992 (81) -
Total 6 256 6673 (417) -

Variance explanation

There were no positive or negative differences greater than the approved significance materiality of R1.745 million during the 2021/22 financial year.

Programme 2: Strategy Office

The purpose of this programme is to engage in strategic projects as well as provide information to the Ministry on health reform matters in order to achieve
government’s objective of equitable and sustainable healthcare in support of universal access. The programme strives to provide support to the Office of the
Registrar on clinical matters so that good quality medical scheme cover can be maximised to ensure that regulated entities are properly governed, through
prospective and retrospective regulations. The unit also undertakes strategic research that enables the CMS to advise the NDoH on policy initiatives. It provides the
mechanism for the CMS to provide support to the NDoH on key policy reforms such as the NHI and HMI. The outputs of the unit enhance the protection of members
and beneficiaries of medical schemes. It enhances the provision of medical cover that is evidence-based and sustainable.
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Performance

Table 20: Key performance indicators, planned targets and actual achievements

Programme 2: Strategy Office

Output

Outcome

Outcome 1:
To promote
the
improvement
of quality
and the
reduction
of costs in
the private
healthcare
sector

Output Indicator

Audited
Actual
Performance
2019/20

Audited
Actual
Performance
2020/21

Planned
Annual
Target
2021/22

Actual
Achievement
2021/22

Deviation Reasons for
from Planned | Deviations
Target to

Actual

Achievement

2021/22

Output 15: Output Indicator 15.1:
Formulate The number of benefit | 10 10 10 10 -
PMB definitions published
definitions Develop Develop Primary
to ensure Output Indicator 15.2: ) Revised and primary healthcare
uniform Develop preventative Egg;r():,are updated healthcare package in
interpretation | and primary healthcare PMB benefit package for | supportofthe |-
of the package to incorporate Package f(.Jr package incorporation | review of the
benefits and | into the PMBs !ncorporatlon costed into the PMBs was
entitlements into the PHIBs PMBs developed
Output Indicator 16.1:
P
category 1* clinical by staffto
x’t';::g% F\’;Z‘:L?:;’ days | 9% 92.75% 90% 100% 10% exceed targefs
of receipt of a request zv:r:sptl;lstasrlng
from Complaints backlogs.
Adjudication Unit
Output Indicator: 16.2:
-
category 2* clinical by staffto
Output 16: m';l's%so m’i'jss days | 100% 95% 100% 5% exceed targets
Provide ) whilst clearing
" of receipt of a request i
chmgal from Complaints complaints
opinions Adjudication Unit backlogs.
to resolve -
complaints Output Indicator 16.3: Extra efforts
s Percentage of
and enquiries . were expended
cafelgory 3 clllmcal by staf to
(v)v?tl:llr?gso z&g‘r':lj:: days | %% 100% 98% 100% 2% exceed targefs
of receipt of a request Zv:rl]lqsptl;lgtasnng
from Complaints backlogs.
Adjudication Unit
Output Indicator 16.4:
Percentage of clinical Extra efforts
enqmlnes received via 98% 100% 98% 100% 29 were expended
e-mail or telephone by staff to
and responded to exceed targets.
within 7 days
Special projects
Output 17: responding
Conduct Output Indicator 17.1: ::(;Ezzfsr:;e
research Number of research often urgent and
to inform projects and support 11 5 12 7 unpredictable.
appropriate projects published in Thisis the
national support of the National reason for the
health policy | Health Policy achievement
interventions .
being above
target.
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Achievement of strategic objectives
The PMB review is a multi-stakeholder-driven process that culminated in the publication of the preventative and primary healthcare package. This package has now
been costed to determine affordability and sustainability. A phased implementation has been recommended to the Executive Authority.

The following PMB benefit definition guidelines were published:
+ COVID-19 (updated);

Pain Management;

Prostate Cancer;

Adult T-Cell Leukaemia/Lymphoma;

Burkitt's Lymphoma;

T-Cell Prolymphocytic Leukaemia;

Myeloproliferative Neoplasm;

Acute Myeloid Leukaemia;

Cutaneous T-Cell Lymphoma; and

Multiple Myeloma.

The publication of the above funding guidelines aims to clarify scheme members’ benefit entitlements while ensuring fewer member complaints and stakeholder
enquiries. They are aimed at providing clinically appropriate guidelines that are evidence-based and cost-effective to the industry.

The CMS Strategy Office also undertook special research projects in support of national health policy to advise the Minister of Health and other related parties on
any matters concerning medical schemes (with the objective of protecting the interests of the beneficiaries).

The Strategy Office Unit was tasked with undertaking strategic projects and overseeing clinical matters that were aimed at maximising scheme members’ medical
cover and benefit entitiements. The unit continued to provide and support healthcare policy recommendations to the NDoH and thus helped to drive key policy
reforms such as the NHI. In addition, the unit supported the Office of the Registrar in ensuring that regulated entities in the private healthcare industry are clinically
well-governed and a high degree of oversight is maintained. The Strategy Office Unit aims to ensure that regulatory decisions are clinically appropriate, evidence-
based and cost-effective whilst ensuring the protection of members and beneficiaries of medical schemes at all times.

Strategy to overcome areas of underperformance Changes to planned targets

There were no areas of underperformance in this programme. There were no changes to planned targets for this sub-programme during the
year under review.

Linking performance with budgets

Table 21: Programme 2: Linking performance with budget

2021/22 2020/21*

Budget Actual (Over)/Under Budget Actual (Over)/Under
Expenditure Expenditure Expenditure Expenditure

Stategy ffce
Administrative expenses
Printing and stationery " 2 9 0 0
Subscriptions 13 5 8 3 (2)
24 7 17 3 (2)
Operating expenses
Consulting 802 649 153 774 1190 (416)
Travel and subsistence 52 0 52 3 2 1
Venue and catering 41 0 41 0 0 0
895 649 246 77 1192 (415)
Staff costs
Employee wellness 2 0 2 0 0 0
Salaries 9067 7255 1812 8988 8871 17
Staff training 137 20 17 99 73 27
9207 7275 1932 9087 8944 144
Total 10125 7931 219 9 868 10141 (273)
*Restated

Variance explanation

There were no positive or negative differences greater than the approved significance materiality of R1.745 million during the 2021/22 financial year.
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Programme 3: Accreditation

The purpose of the programme is to ensure brokers and broker organisations, administrators and managed care organisations are accredited in line with the
accreditation requirements as set out in the Medical Schemes Act (1998), including whether applicants are fit and proper, have the necessary resources, skills,
capacity and infrastructure and are financially sound.

Performance

Table 22: Key performance indicators, planned targets and actual achievements

Programme 3: Accreditation

Outcome Output Indicator Audited Audited Planned | Actual Deviation Reasons for
Actual Actual Annual | Achievement | from Planned | Deviations
Performance | Performance | Target 2021/22 Target to
2019/20 2020/21 2021/22 Actual
Achievement
2021/22
Output Indicator 18.1: Durllng the
period under
Percentage of broker )

o review, the
and broker organisation roaramme
applications accredited | 80% 84.8% 80% 92.6% 12.6% prog

Output 18: o . received more
) within 30 working days
Accredit . complete
per quarter on receipt of -
regulated . ) applications than
- complete information -
entities based anticipated.
on their Output Indicator 18.2:
Outcome 3: compliance Percentage of Managed
To ensure that | with the Care Organisation
all regulated | requirements | applications analysis
entities for completed and outcome | 100% 100% 100% 100% -
comply with | accreditation | communicated to
National in order applicants, within three
Policy, the to provide months of receipt of
MSA and accredited complete information
Regulations | services, and | Output Indicator 18.3:
monitor legal | Percentage of
compliance administrators and self-
throughout administered schemes’
the period of | application analyses
o 1009 1009 1009 1009 -
accreditation | completed and outcome 00% 00% 00% 00%
communicated to
applicants, within three
months of receipt of
complete information

Achievement of strategic objectives
Third-party Administrators and Self-administered Schemes:
+ Five administrator-accreditation renewal evaluations, seven self-administered scheme renewals and one new compliance certificate evaluation were finalised
during the 2021/22 financial year;
+ No on-site evaluations were conducted during the 2021/22 financial year due to the COVID-19 pandemic; and
+ The Accreditation Programme continued to monitor compliance by accredited entities with conditions imposed and continued financial soundness.

The draft Limited Administrator Accreditation Framework was published for comment from the industry. The framework is to be finalised and implemented during

the 2022/23 financial year, and will result in a number of entities being required to apply for limited administrator accreditation, e.g. optometry benefit management
organisations.

o~
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Managed Care Organisations:
+ Two new and 16 renewal applications, and one new and two compliance certificate evaluations (in respect of medical schemes providing their own managed
care services) were finalised during the year under review; and
+ No on-site evaluations were conducted during the 2021/22 financial year due to the COVID-19 pandemic requirements.

The Accreditation Programme continued to monitor compliance by accredited entities with conditions imposed and the financial soundness of risk-bearing entities
on a six-monthly basis to ensure their financial soundness.

Anumber of managed care accreditation documents were updated and published following the publication of the revised managed care accreditation standards in 2020.

Broker and Broker Organisations:

The programme continued to verify the qualifications of individuals applying to be accredited as brokers and successfully verified 2 670 qualifications submitted by
applicants in the period under review. In addition, the programme published Circular 49 of 2021 in September 2021, clarifying the qualification requirement for the
accreditation of healthcare brokers and the fact that broker applicants are required to verify their qualifications with the verification agents and provide proof of the
verification report when applying for accreditation with the CMS.

Of the 5 988 broker and broker organisation qualification submissions received in the period under review, 5 487 were accredited within 30 working days on receipt
of complete information, resulting in an overachievement of 92.6% against the target of 80%.

The Accreditation Programme published a press release regarding the decision of the EXCO to suspend Glopin Health Consultants (Glopin) for contravening the
undesirable business practice published under Government Gazette No. 41299 of 5 December 2017. The Notice prohibits regulated entities, and other service
providers who provide services to medical schemes, from engaging in conduct that will weaken the governance of the scheme.

Glopin has since appealed its suspension of accreditation as a healthcare brokerage with the CMS Appeal Board, established in terms of Section 50 of the MSA. As
a result, Glopin remains an accredited healthcare brokerage until the appeal result has been determined.

The Minister of Health announced an increase in the maximum amount payable to brokers by medical schemes in respect of broker clients who are members of
medical schemes, in terms of Section 65 of the MSA. The amount was increased to R106.19 per member per month, with effect from 1 January 2022. A circular in
this regard was published on the CMS website.

Strategy to overcome areas of underperformance Changes to planned targets

There were no areas of underperformance in this programme. There were no changes to planned targets for this sub-programme during the
year under review.

Linking performance with budgets

Table 23: Programme 3: Linking performance with budget

2021/22 2020/21*

Budget Actual (Over)/Under Budget Actual (Over)/Under
Expenditure Expenditure Expenditure Expenditure
Accreditation R’000 R’000 R’000 R’000 R’000 R’000

Administrative expenses

Printing and stationery 10 2 8 0 0 0
Subscriptions 43 36 7 273 205 67
53 38 15 273 205 67
Operating expenses
Travel and subsistence 154 0 154
154 0 154
Staff costs
Salaries 7454 7341 13 8082 7670 412
Staff training 158 47 111 96 119 (23)
7612 7388 224 8179 7789 389
Total 7819 7426 393 8451 7994 456
*Restated

Variance explanation
There were no positive or negative differences greater than the approved significance materiality of R1.745 million during the 2021/22 financial year.
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Programme 4: Research and Monitoring

The purpose of the programme is to serve beneficiaries of medical schemes and members of the public by collecting and analysing data to monitor, evaluate and
report on trends in medical schemes, measure risk in medical schemes and develop recommendations to improve regulatory policy and practice. By doing this we
help the CMS to contribute to development of policy that enhances the protection of the interests of beneficiaries and members of public.

Performance

Table 24: Key performance indicators, planned targets and actual achievements

Programme 4: Research and Monitoring

Outcome Output Audited Audited Planned Actual Deviation Reasons for
Indicator Actual Actual Annual Achievement | from Planned | Deviations
Performance | Performance | Target 2021/22 Target to
2019/20 2020/21 2021/22 Actual
Achievement
2021/22
Output 19:
Outcome 5: Conduct Output Indicator
To conduct policy | research 19.1:
driven research, | to inform Number of 12 12 12 12 -
monitoring and appropriate research
evaluation of the | policy projects finalised
medical schemes | interventions
indlulstry to N Output 20: Output Indicator
facilitate decision- L 20.1:
: .| Monitoring )
making and policy rends fo Non- financial
recommendations | . report submitted | 1 1 1 1 - -
to the Health mprove . for inclusion
Ministry raigdu:;t:crt}?c?“cy in the Annual
Report

Achievement of strategic objectives

The programme continued to provide data support to the South African National Aids Council (SANAC), mainly by collecting and disseminating private sector data
on HIV/ STl on a biannual basis. Through the analysis of medical schemes' risk profiles, the prevalence of chronic conditions, provider distribution, measurement of
quality in medical schemes, and utilisation of healthcare services, the programme assists in advocating for key priority areas and interventions that will aid member
protection. It also provided support to the NDoH on various projects, which included collecting and reporting HIV/STI data by the private sector and technical
support to the National Health Accounts (NHA) task team. This entailed the finalisation for publication of the NHA Report by the NDoH. In the period under review,
the programme finalised the research report for the period under review, including topics on the funding of healthcare services by medical schemes and a benefit
enrichment survey study on COVID-19 vaccines amongst members of medical schemes, to gauge the level of support for vaccines. The study was submitted to the
Ministerial Advisory Committee to assist with various strategies employed by the NDoH on COVID-19 vaccines.

The programme has set itself targets for the year, including publishing research work in research journals and participating in industry forums (such as conferences)
as a method of disseminating policy and research outputs. More than six research papers on benefits packages, COVID-19 and marketing expenditure topics
were published. A chapter was also published in the primary healthcare book published by IntechOpen, a United Kingdom (UK) based publisher. The programme
participated in local conferences and presented a poster at the 37" ISQua Conference.

Strategy to overcome areas of underperformance Changes to planned targets

There were no areas of underperformance in this programme. There were no changes to planned targets for this sub-programme during the
year under review.
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Linking performance with budgets
Table 25: Programme 4: Linking performance with budget
2021/22 2020/21*

Budget Actual (Over)/Under Budget Actual (Over)/Under
Expenditure Expenditure Expenditure Expenditure

Research and Monitoring R’000 R’000 R’000 R’000 R’'000 R’000

Administrative expenses
Printing and stationery 3 - 3 - - -
Refreshments - - - - - -
Subscriptions 14 12 2 - 9 (9)
17 12 - (9)
Operating expenses
Consulting 89 - 89 - - -
Travel and subsistence 33 - 33 - - -
Venue and catering 4 - 4 - - -
126 - 126 - - -
Staff costs
Employee wellness 2 - 2 - - -
Salaries 6529 6 557 (28) 6 460 6339 121
Staff training 123 123 0 32 77 (45)
6655 6680 (25) 6492 6417 76
Total 6798 6 692 106 6492 6425 67
*Restated

Variance explanation
There were no positive or negative differences greater than the approved significance materiality of R1.745 million during the 2021/22 financial year.
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Programme 5: Stakeholder Relations
The purpose of the programme is to create and promote awareness and understanding of the Medical Schemes Act and the industry among all regulated and non-
regulated entities, through communication, marketing, education and training, customer care interventions, and stakeholder engagement.

Performance

Table 26: Key performance indicators, planned targets and actual achievements

Programme 5: Stakeholder Relations

Outcome Output Output Indicator | Audited Audited Planned | Actual Deviation Reasons for
Actual Actual Annual | Achievement | from Planned | Deviations
2021/22 Target to
Actual
Achievement

Performance | Performance | Target

2019/20 2020/21 2021/22

Outcome 3:
To ensure
that all
regulated
entities
comply with
National
Policy, the
MSA and
Regulations

Output Indicator
21.1:

2021/22

The unit exceeded
the target due to
additional stakeholder
interventions in

Number of response to a petition
Output 21: stakeholder 21 55 25 67 42 regarding breast
To create awareness | awareness reduction surgery
and collaboration activities and an initiative to
with stakeholders, conducted make diabetes sensor
while enhancing technology available for
the visibility and all Type 1 Diabetics.
protect|lng the Output Indicator The target was
reputation of the 19 exceeded because a
CMS Pe.rcéntage of member awareness
stakeholder 50% 50% 55% | 57% 2% survey was undertaken,
awareness of the which indicated that
CMS resulting 57% of respondents
from survey were aware of the
existence of the CMS.
Output 22:
CMS must ensure Output Indicator
that an Annual 22.1: Submission
Report is submitted | of Annual Report
. 1 1 1 1 -
to the Executive by 31 August to
Authority five months | the Executive
after the end of a Authority
financial year
) The target was
'I(?o u:epnur:azns(;e exceeded due to the
knowledge and skills introguc.tion of publi§
among stakeholders, | Output Indicator m:“;fo;zspsf::jrsmp
in order to create 23.1: bodies.
an m-depth. Number of 35 56 40 108 68
understanding of stakeholder The volume of
governance and education and interviews undertaken
compliance with training sessions . )
the MSA, through during the cqmmunlty
education and 9utreach project
training interventions impacted g.reatly onthe
targets achieved.
Output Indicator
étrl.entage of The majority of calls
Output 24: customer care were Accreditation-
To provide customer interventions related queries that
care interventions by New indicator | New indicator | 90% 100% 10% were not complex, and

rendering effective
and efficient services

resulting from
calls and e-mailed
queries handled
by customer care
centre

Customer Care was
able to handle these
queries more quickly.
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Achievement of strategic objectives

There was an additional focus on industry engagements because of the gazetting of MSA Section 61 on Designated Service Providers (DSPs), which drew a lot of
media interest. The programme hosted 67 stakeholder engagements, and this high number assisted in mitigating the risk of poor stakeholder engagement. It was
also easier to undertake activities during the lockdown period as most sessions were conducted on virtual platforms. The Competition Commission ruling to lower
the costs of COVID-19 PCR tests resulted in additional media enquiries and interviews, to which the programme responded.

The programme responded to various media enquiries regarding a petition on breast reduction surgery and another on an initiative to make diabetes sensor
technology available for all Type 1 diabetics. Amember awareness survey was undertaken, which indicated that 57% of the respondents were aware of the existence
of the CMS.

In response to the COVID-19 pandemic, the unit hosted 108 education and training activities which exceeded the set target. These included:

Requests for more COVID-19 PMB training, which were received and honoured;

Public training interventions, introduced in partnership with professional bodies, to reach a wider audience;

The Community Radio Station Project which resulted in 52 ten-minute radio slots conducted in Setswana, isiZulu, and Tshivenda. These languages were also
accommodated on Sesotho, isiXhosa, isiNdebele and Xitsonga community radio stations. The project was implemented through 13 community radio stations
countrywide in an endeavour to reach those areas where the CMS has not had a prevalent footprint in previous years;

Information sessions on the IFM community radio station; and
Consumer World Rights day activities in KwaZulu-Natal, which resulted in reaching more than 20 000 medical scheme consumers.

Through the Customer Care Centre, 14 330 calls were handled and manually recorded, and 8 613 e-mailed queries were received, handled and resolved.

Strategy to overcome areas of underperformance Changes to planned targets
There were no areas of underperformance in this programme. There were no changes to planned targets for this sub-programme during the
year under review.

Linking performance with budgets
Table 27: Programme 5: Linking performance with budget
2021/22 2020/21*

Budget Actual (Over)/Under Budget Actual (Over)/Under
Expenditure Expenditure Expenditure Expenditure

Stakeholder Relations R’000 R’000 R’000 R’000 R’000 R’000

Administrative expenses

Printing and stationery 10 9 2 9 4 5
Subscriptions 18 3 15 14 1 3
29 12 17 23 15 8
Operating expenses
Consulting 681 6 676 270 132 138
Postage and courier 3 - 3 - 0 (0)
Exhibition costs - - - - - -
Media and promotion 1167 425 742 265 303 (38)
Printing and publication 365 365 - 758 651 107
Travel and subsistence 98 64 34 1 1 0
Venue and catering 99 - 99 - - -
2412 859 1553 1294 1088 206
Staff costs
Employee wellness - - - - - -
Salaries 7328 7572 (243) 7834 7747 87
Staff training 127 82 45 21 15 5
7 456 7653 (198) 7854 7762 92
Total 9 897 8525 1372 9171 8 865 306
*Restated

Variance explanation
There were no positive or negative differences greater than the approved significance materiality of R1.745 million during the 2021/22 financial year.
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Programme 6: Compliance and Investigation
The purpose of the programme is to serve members of medical schemes and the public in general by taking appropriate action to enforce compliance with the
Medical Schemes Act.

Performance

Table 28: Key performance indicators, planned targets and actual achievements

Programme 6: Compliance Investigation

Outcome Output Output Audited Audited Planned | Actual Deviation Reasons for
Indicator Actual Actual Annual | Achievement | from Planned | Deviations
Performance | Performance | Target | 2021/22 Target to
2019/20 2020/21 2021/22 Actual
Achievement
2021/22
Output 25:
Ins.plect regulatled Output Indicator The unit undertook
entities for routine 25.1: )
monitoring of Number {wo more foLine
) g . ) 13 10 15 17 2 inspections than
compliance with the | of routine L
! : ) planned, resulting in
Medical Schemes inspections overachievement
Act, 1998 and all conducted '

other related laws

The programme
did not reach its
planned target for

the reporting period
due to:
+ An inspection
pending the
Outcome 3: appointment of a
To ensure that Statutory Manager
all regulated to manage the
entities affairs of the
comply with i .
Ip y Output 26: Medical §chem§s
National ) + Another inspection
) Inspect regulated Output Indicator )
Policy, the entities for alleqed 2.1 was re-instated so
MSAand irregularity or n%n Pe.rclenta e of fhat the external
Regulations 9 ) y ) ) g 80% 33% 80% 29% -51% inspector could
compliance with the | commissioned )
) ) . incorporate
Medical Schemes inspections certain aspects
Act (1998) and all conducted P )
of the scheme’s

other related laws X
comments into the

report before it is
finalised.

+ One inspection
was closed due to
a Legal Opinion
recommendation.

Therefore, two
inspections were still
ongoing during the
period under review.
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Programme 6: Compliance Investigation (continued)

Output Audited Audited
Indicator Actual Actual Annual

Planned | Actual Deviation Reasons for
Achievement | from Planned | Deviations
2021/22 Target to
2021/22 Actual

Achievement

2021/22

Performance | Performance | Target

2019/20 2020/21

Output Indicator
27.1:
Percentage of
Output 27: enforcement
Ensure enforcement | actions
action is undertaken | undertaken 100% 100% 100% 100%
against regulated to ensure
entities compliance with
the Medical
Schemes Act
(1998)
Output Indicator
Outcome 3: 28.1:
To ensure that Percentage of 100% 100% 100% 100%
all regulated governance
entities interventions
comply with implemented
National The programme
Policy, the issued a Circular for
MSA and Output 28: Medical schemes
Regulations | Strengthen and to submit rule
monitor governance | Output Indicator amendments to
systems of medical | 28.2: ensure that they
schemes and other | Number of make provision for
regulated entities scheme member convening virtual
meetings 40 2% 42 51 AGMs. This allowed
attended the programme to
(including virtual observe the AGMs
meetings) virtually, meaning that
more AGMs could be
observed, resulting
in the planned target
being exceeded.

Achievement of strategic objectives
During the reporting period, the programme enforced compliance with the MSA by conducting routine inspections, issuing directives, issuing enquiries, adjudicating
exemption applications, undertaking board notice inspections, virtual AGM attendance, and participating in various Demarcation Committees.

Annual general meetings

During the reporting period, the unit attended Annual General Meetings to observe the meeting proceedings. Due to the impact of COVID-19 and restrictions on
convening large gatherings as stipulated in the Lockdown Regulations, a number of medical schemes convened virtual meetings. As a result of attending virtual
AGMs, 51 AGMs were observed during the 2021/22 financial year and AGM observation reports to address any matters identified were issued.

Demarcation exemptions
The Demarcation Exemption Framework was developed for the purpose of providing exemptions for insurers, and their respective FSPs which provide indemnity
products that meet the definition of ‘business of a medical scheme’ according to the MSA. This is an interim measure while the LCBO Guideline is developed.

The revised Demarcation Framework was published via Circular 9 of 2022. The framework was submitted to the NDoH, the National Treasury, the PA, and the

Financial Sector Conduct Authority for comments. The purpose of the Circular was to advise the industry of the extension of the demarcation exemption period by a
further two years, from 01 April 2022 to 31 March 2024. The extension is a result of delays in finalising the LCBO Guideline.
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Commissioned inspections
During the reporting period, the programme instituted six commissioned inspections and was able to complete two of these inspections. Various issues resulted in
the programme not being able to finalise four of the inspections, namely:

+ Ata Regulatory Decisions Committee (RDC) meeting on 24 November 2021, it was decided in relation to one medical scheme that the most effective
regulatory intervention would be to appoint a Statutory Manager, given the dire financial position of the scheme. The inspection was put on hold until the
Statutory Manager was appointed;

+ One inspection report was sent back to the Investigator to incorporate the scheme and other implicated parties’ comments before finalising the report. The
report was reclassified as not finalised after having been reported in Q1 as final;

+ One inspection was cancelled due to a Legal Opinion which suggested that the CMS should find less intrusive measures to deal with the allegations; and

+ Due to internal processes which delayed the appointment of external inspectors, one inspection only commenced in January 2022, and the other remains
ongoing.

Routine inspections

On 05 May 2021, the Registrar instituted 15 routine inspections into the affairs of various medical schemes in terms of Section 44(4)(b) of the MSA and/or
Sections 134 and 135 of the Financial Sector Regulations Act. The notice of inspection letters were issued on 24 May 2021, and 15 routine inspections were
completed in the reporting period as planned. In addition, two inspections were finalised which had been carried over from the previous financial year.

Strategy to overcome areas of underperformance Changes to planned targets

To reword output indicator 26.1 in the 2022/23 financial year to read as: There were no changes to planned targets for this programme during the year
‘Percentage of commissioned inspections finalised within twelve months from | under review.

the date the appointment letter was signed’ to enforce the SMART criteria, as

well as to reword output indicator 27.1 to read as: ‘Percentage of enforcement

actions undertaken during the period’ to enforce the SMART criteria.

Linking performance with budgets

Table 29: Programme 6: Linking performance with budget

2021/22 2020/21*

Budget Actual (Over)/Under Budget Actual (Over)/Under
Expenditure Expenditure Expenditure Expenditure

Compliance Investigation

Administrative expenses
Printing and stationery 17 5 12 - - -
Subscriptions 36 4 32 4 3 1
53 9 44 4 3 1
Operating expenses
Inspection costs 2177 585 1592 661 1853 (1192)
Travel and subsistence 100 35 65 27 20 7
Venue and catering 1 - 1 - - -
2278 621 1658 688 1873 (1185)
Staff costs
Employee wellness 2 - 2 - - -
Salaries 10 693 9483 1210 10215 10 086 129
Staff training 128 75 53 152 143 9
10 824 9558 1266 10 367 10 229 138
Total 13155 10 188 2967 11 058 12105 (1 046)
*Restated

Variance explanation
There were no positive or negative differences greater than the approved significance materiality of R1.745 million during the 2021/22 financial year.
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Programme 7: Benefits Management

The purpose of the programme is to serve beneficiaries of medical schemes and the public in general by reviewing and approving changes to contributions paid by
members, and benefits offered by schemes. The programme analyses and approves all scheme rules to ensure consistency with the Medical Schemes Act. This
ensures that the beneficiaries have access to affordable and appropriate quality healthcare. By doing this we help the CMS ensure that the rules of medical schemes
are fair to beneficiaries and are consistent with the Medical Schemes Act.

Performance

Table 30: Key performance indicators, planned targets and actual achievements

Programme 7: Benefits Management

Outcome Output Indicator Audited Audited Planned | Actual Deviation Reasons
Actual Actual Annual | Achievement | from Planned | for

Performance | Performance | Target | 2021/22 Target to Deviations
2019/20 2020/21 2021/22 Actual

Achievement

2021/22

Output Indicator 29.1:
Outcome 3: L
To ensure that Output 29: Percentage of interim rule
To ensure that rules | amendments processed 80% 96.8% 80% 80%
all regulated L .
. of the schemes within 14 working days of
entities N . . .
) are simplified, receipt of all information
comply with . . -
National standardised, fair Output Indicator 29.2:
) and compliant Percentage of annual rule
Policy, the ) )
MSA and with the Medical amendments processed 90% 100% 90% 90%
) Schemes Act (1998) | before 31 December of
Regulations
each year

Achievement of strategic objectives
The unit is responsible for approval of scheme rules, monitoring of marketing materials, and setting of guidance on contribution increases and benefits changes and
thereby contributes to the objectives of the CMS to ensure that schemes are regulated efficiently in line with the prescripts of the MSA.

The overall operations of medical schemes in respect of contributions rates payable, benefits offerings and governance are premised on the registered schemes
rules. The Unit is therefore critical in assisting the CMS in achieving its mandate of protecting the interest of beneficiaries of medical schemes, by making sure that
the rules are both fair and consistent with the Act. It is therefore paramount that the annual targets set are consistently achieved. During the period under the review,

the unit managed to meet all targets for the 2021/2022 financial year.

Strategy to overcome areas of underperformance Changes to planned targets

There were no areas of underperformance in the programme during the year | There were no changes to planned targets for this programme during the year
under review. under review.

Linking performance with budgets

Table 31: Programme 7: Linking performance with budget

2021/22 2020/21*

Budget Actual (Over)/Under Budget Actual (Over)/Under
Expenditure Expenditure Expenditure Expenditure

Benefits Management R’000 R’000 R’000 R’000 R’000 R’000

Administrative expenses
Printing and stationery 14 - 14 1 5 (4)
Subscriptions 20 - 20 - - -
34 - 34 1 5 (5)
Operating expenses
Travel and subsistence 25 - 25 - - -
Venue and catering 1 0 1 - -
26 - 26 - -
Staff costs
Employee wellness 2 - 2 - -
Salaries 5364 4922 442 5975 5455 520
Staff training 44 0 44 54 46 8
5410 4922 489 6029 5501 529
Total 5470 4922 548 6030 5506 524
*Restated

Variance explanation
There were no positive or negative differences greater than the approved significance materiality of R1.745 million during the 2021/22 financial year.
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Programme 8: Financial Supervision

The purpose of the programme is to serve beneficiaries of medical schemes, the Registrar’s Office and Trustees by analysing and reporting on the financial
performance of medical schemes and ensuring adherence to the financial requirements of the MSA. By doing this, the unit helps the CMS to monitor and promote
the financial performance of schemes in order to achieve an industry that is financially sound.

Performance

Table 32: Key performance indicators, planned targets and actual achievements

Programme 8: Financial Supervision

Outcome Output Indicator Audited Audited Planned | Actual Deviation Reasons for
Actual Actual Annual | Achievement | from Planned | Deviations

Performance | Performance | Target | 2021/22 Target to

2019/20 2020/21 2021/22 Actual
Achievement
2021/22

Output Indicator 30.1:
Percentage of business
plans processed in respect of
Regulation 29 (which requires 100% 0% 100% 100%
all schemes below statutory
solvency to submit nature
and causes of failure to the
Registrar)
Output Indicator 30.2:
Percentage of business
plans proce.ssed |.n respect .of 100% 0% 100% 100%
schemes with rapidly reducing
solvency (but above statutory
minimum)
The Platinum
Health application
submitted by
the scheme was
incomplete and
could not be
Outcome 3: analysed (per the
To ensure Output 30: unit's operating
that all ) procedures
Monitor and .
regulated an incomplete
entities Promgte the submission is
| financial )
comply with not considered a
National soundn.ess ) valid application).
Policy, the of medical | Output Indicator 30.3: The scheme was
' schemes Percentage of auditor 100% 100% 100% 99% -1% .
MSA and applications analysed requested to submit
Regulations the outstanding
information on
25 February 2022.
The outstanding
documentation
was received on
19 April 2022, and
the submission was
only then considered
complete and could
be processed — the
approval letter was
dated 25 April 2022.
Output Indicator 30.4:
Number of quarterly financial 3 3 3 3
return reports published
(excluding quarter four)
Output Indicator 30.5:
Number of financial sections 1 1 1
prepared for the Annual
Report

an
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Achievement of strategic objectives
The programme’s purpose is to monitor and regulate the financial soundness of medical schemes. This falls under Strategic Outcome 3: Medical schemes and other
related entities are properly governed, are responsive to the environment, and beneficiaries are informed and protected.

Regulation 29 of the MSA prescribes that the minimum accumulated funds of medical schemes should be at least 25% of gross contributions to ensure that
members’ interests are protected and to guarantee the continued operation of the scheme, ensuring that it is able to pay members’ claims when due.

The prescribed solvency also acts as a buffer against unforeseen and adverse developments, whether from claims, assets, liabilities or expenses. Where reserves
fall below the prescribed solvency ratio, it serves as a warning that the medical scheme will possibly be unable to meet its obligations. The schemes that fell below
the minimum required statutory solvency level were placed under close monitoring and submitted business plans detailing their turnaround strategies. As an
additional measure, schemes with solvency above 25%, but with rapidly reducing solvency (referred to as Type Il and Type ll), are identified, requested to provide
turnaround strategies, and are also closely monitored. In the period under review, two schemes fell below the minimum required statutory solvency levels and one
scheme was identified as a scheme with rapidly reducing solvency (Type Ill).

Annual statutory returns form the basis of the financial sections prepared for annual reports. There were no significant analysis findings for the 2020 annual statutory
returns submitted by medical schemes, and the medical schemes industry remained above the statutory solvency requirement of 25% overall.

+ The MSA requires that the Annual Financial Statements of medical schemes are audited. The reliance that is placed on the information contained in the
Annual Financial Statements is high, and it is therefore important to ensure not only the quality of audits but that auditors are familiar with the very complex
medical schemes environment. During the auditor approval process, the capability of the proposed audit firms and individual auditors is assessed. The
programme ensures that all medical schemes appoint auditors who have the experience and qualifications required to perform the audit of medical schemes.

+ The Quarterly Return System serves as the core of the CMS’ Early Warning System and enables the continuous monitoring of schemes in between audit

cycles. It enables the CMS to respond timeously and appropriately to changes, to interact with the management of schemes, and to ensure the ongoing
protection of members.

Strategy to overcome areas of underperformance Changes to planned targets
The unit will review the wording of the indicator to ensure clarity of processes. | There were no changes to planned targets for this programme during the year
under review.

Linking performance with budgets
Table 33: Programme 8: Linking performance with budget
2021/22 2020/21*

Budget Actual (Over)/Under Budget Actual (Over)/Under
Expenditure Expenditure Expenditure Expenditure

Financial Supervision R’000 R’000 R’000 R’000 R’000 R’000

Administrative expenses
Printing and stationery 2 - 2 - - -
Subscriptions 36 36 - 40 47 (7
38 36 3 40 47 (7
Operating expenses
Consulting 40 - 40 - - -
Travel and subsistence 9 - 9 - -
Venue and catering 7 - 7 -
56 - 56 -
Staff costs
Employee wellness 2 - 2 - - -
Salaries 11539 10 376 1163 11 656 12 562 (906)
Staff training 126 87 39 82 67 16
11 668 10 464 1204 11739 12629 (890)
Total 11762 10 499 1262 11778 12 676 (898)
*Restated

Variance explanation
There were no positive or negative differences greater than the approved significance materiality of R1.745 million during the 2021/22 financial year.
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Programme 9: Complaints and Adjudication
The purpose of the programme is to serve the beneficiaries of medical schemes and the public by investigating and resolving complaints in an efficient and effective
manner. By doing this, we ensure that beneficiaries are treated fairly by their medical schemes.

Performance

Table 34: Key performance indicators, planned targets and actual achievements

Programme 9: Complaints and Adjudication

Outcome Output Indicator Audited Audited Planned | Actual Deviation Reasons for Deviations
Actual Actual Annual | Achievement | from Planned
2021/22 Target to
Actual
Achievement
2021/22

Performance | Performance | Target

2019/20 2020/21 2021/22

Outcome 3:
To ensure
that all
regulated
entities
comply with
National
Palicy, the
MSA and
Regulations

Output Indicator 31.1:
Percentage of
Category 4 complaints
adjudicated within

The programme exceeded

the overall resolution target
due to increased efforts and
refocused attention on early

0, 0, 0, 0, 0,
120 working days and 65% 6% 0% o0% 20% initiation of investigations,
in accordance with weekly age analysis and
complaints standard continuous complex case
operating procedures discussions.
Outout Indicator 31.2- Due to several external
Persen a6 of - dependencies such as
Cateaor 91 complaints delayed and/or inadequate
a d'udgica{e d with?n responses from regulated
30JW0rkin davs and New indicator | 76% 70% 45% -25% entities, as well as the need to
in accon d:nceywi " source additional supporting
complaints standard evidence from complainants,
operz fing procedure the programme missed the
target in this category.
| Output Indicator 31.3:
g:g\t:t Percentage of The reason for a 3%
complaints Category 2 complaints deviation from the target
. ihi in thi )
with the aim | 2udicated within New indicator | 76% 0% | 67% 3% inthis category is due
of protectin 60 working days and to the residual impact of
beEeficiariei in accordance with dependencies mentioned in
of medical complaints standard Category 1.
ti d
wroer (S
P:rs:n t;]gcleczfocr)ate.gt.)ry The programme exceeded
the target by 8% d
3 complaints adjudicated toZaarIrg?ni tiztioﬁ ofu ¢
within 90 working days New indicator | 76% 70% 78% 8% ) .y )
and in accordance with investigations, weekly age
complaints standard analysis and complex case
di jons.
operating procedure seussions
The programme did not
meet the target set for
this indicator due to the
Output Indicator 31.5: need to comply with
Percentage of rulings the three month appeal
published on the CMS | New indicator | 100% 100% 68% -32% period stipulated in the
website within 14 days Act. Consequently, a
of issuing the ruling revised mechanism was
implemented to allow the
publication of some rulings
subject to a disclaimer.
Output 32:
Appea! Output Indicator 32.1:
Committee . )
hearings Percentage of Appeal During the period under
ittee heari iew, th
attended | COM™Mitee heangs i cator | 100% 100% | NIA review, the programme was
based on attended based on not invited to participate in
Council Council Secretariat the appeal hearings.
. schedules
Secretariat
schedules
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Achievement of strategic objectives

The strategic objective of the CMS Complaints and Adjudication Programme is to fairly and timeously investigate and adjudicate complaints lodged by, or on behalf
of, medical scheme beneficiaries. The overall turnaround time within which the programme set out to achieve this objective was 120 working days. This turnaround
time was further divided into subdivisions of 30, 60 and 90 working days for various categories of complaints. During the period under review, a total of 3 445
complaints were adjudicated and 2 931 were resolved, which translates to 85% of the total sum of complaints handled.

Most importantly, the accumulated historical complaints backlog was cleared. Although there was underachievement of some indicators, the overall performance
of the programme showed significant improvement as there was no backlog carried forward and the number of open complaints at close-off was significantly less.

A number of notable complaint trends were identified during the investigation of complaints, and these were communicated to the respective medical schemes.
Those which were found to be contravening the MSA and/or the Rules were directed to desist from such practices and, where warranted, rulings were issued against
such medical schemes to ensure that the interests of medical scheme beneficiaries are protected.

Virtual training sessions were held with respective medical schemes where emerging trends were discussed, and guidance was given on how to address and reduce
complaints. In respect of beneficiaries, the programme ensures that there is consistent guidance and advice in the rulings issued so as to ensure that complainants
are better informed and equipped for future encounters with their medical schemes.

Strategy to overcome areas of underperformance Changes to planned targets

The programme has revised its Annual Performance Plan for the 2022/23 There were no changes to planned targets for this programme during the year
financial year to address some of the shortcomings which contributed to under review.
underperformance in some of the indicators. Among the planned interventions
are the following:
+ Revised categorisation of complaints according to complexity levels to
ensure early resolution and timeous identification of complex complaints;
+ Focused monitoring of complaint trends and early intervention to address
recurrent contraventions;
+ Bi-weekly case management meetings;
+ Monthly complex case discussions; and
+ Ongoing peer review of rulings.

It is hoped that these new interventions and the implementation of changes to
the Annual Performance Plan will yield positive results.

Linking performance with budgets

Table 35: Programme 9: Linking performance with budget

2021/22 2020/21
Expenditure Expenditure Expenditure Expenditure
Administrative expenses

Printing and stationery 3 2 1 - - R

Complaints

Operating expenses B
Travel and subsistence - - - - -
Venue and catering - - - - -

Staff costs
Salaries 9074 8280 794 9094 8902 192
Employee wellness 2 - 2 - -
Staff training 121 1M 10 41 41

9197 8391 806 9136 8944 192
Total 9200 8393 807 9135 8943 192

Variance explanation
There were no positive or negative differences greater than the approved significance materiality of R1.745 million during the 2021/22 financial year.
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5. Institutional Response to the COVID-19
Pandemic

O

To reduce exposure to contracting COVID-19 while observing the different levels of lockdown, employees continued to work from home and report to the office under
exceptional circumstances when necessary. All face-to-face meetings remained prohibited during the period under review.

A COVID-19 vaccine hesitation awareness session was facilitated to address, amongst others, health misinformation on COVID-19 vaccination and to provide
evidence-based information to encourage employees to participate in the risk assessment survey on mandatory vaccination in the workplace. This created an
understanding of the risk factors and improved relations between the employer and employees.

A draft mandatory vaccination policy is in the consultation phase, to ensure that the requirements of the code of good practice for management of exposure to
COVID-19 in the workplace is addressed so as to minimise the risks.

The CMS continued to collect and report quarterly COVID-19 claims data (unaudited). The objective was to evaluate the effect of the pandemic on medical plans
and the effectiveness of CMS initiatives such as relief by way of PMSA utilisation, contribution deferrals, rule amendments, and other forms of assistance to scheme
beneficiaries. As of December 2021, COVID-19 infections accounted for 1 282 128 lives. During the review period, the recovery rate was 94.7%, with 1213 801 lives
recovered from the COVID-19 pandemic. There were 40 886 total recorded deaths. This corresponds to a death rate of 3.2% among medical scheme beneficiaries.
As of December 2021, the total amount claimed for COVID-19 was R33 billion.

6. Revenue Collection

O

2021/22 2020/21

Actual (Over)/Under Actual

(Over)/Under
Amount Collection Amount Collection

Collected Collected

R’000 R’000 R’000 R’000 R’000 R’000

Sources of Revenue

Accreditation fees 6780 7624 6780 6 868

Inspection fees recovered 102 (102) 102 363 261

Government transfers:

Department of Health 6181 6212 31 6530 6530 -
Legal fees recovered - 1150 1150 3798 3798
Levies income 170 754 170 035 (719) 162 878 164 162 1284

Mandatory transfer:

Department of Higher

Education and Training - 16 16 136 136

Registration fees 513 467 (46) 513 450 (63)
Appeal fees 3 7 7

Penalties 515 515

Sundry income 274 1265 990 274 1064 789

Interest received 1946 1978 32 1946 1633 (313)
Gain/loss on disposal of asset 4 4 - 17 17

Total 186 550 188 755 2202 179 023 185 542 6519

In the 2021/22 financial period, the CMS exceeded its estimated collection of revenue by 3%. This was mainly influenced by the recovery of legal fees that had not
been planned for and an increase in anticipated scheme principal members, thus impacting on levies collected.

In order to ensure long-term financial stability of the entity, the CMS is embarking on a review and update of its funding model to grow revenue and fully cater for
the activities of CMS as a Regulator.

7. Capital Investment

The CMS has no capital investment projects.

O

o~

Council for Medical Schemes Annual Report 2021/22 " 57

S~ ~






I. Introduction

O

The Council for Medical Schemes is a Section 3A entity established in terms of the Medical Schemes Act (No. 131 of 1998) (MSA). The purpose of the entity is
to regulate the private healthcare industry. The Minister of Health exercises political oversight in accordance with the MSA. In terms of the MSA, the Minister can
appoint a Council consisting of up to 15 members who are responsible for the entity’s governance and for, providing strategic direction to the organisation and
oversight over the CMS Executive Management. The Minister of Health also appoints the CMS Chief Executive and Registrar who is responsible for managing the
business of the Council.

2. Portfolio Committees

O

Parliament exercises its role by evaluating the performance of the CMS by interrogating the Annual Financial Statements and other relevant documents which
have to be tabled, as well as any other documents tabled from time to time. The Standing Committee on Public Accounts (SCOPA) reviews the Annual Financial
Statements and the audit reports of the external auditor. The Portfolio Committee on Health exercises oversight over the service delivery performance of the CMS
and, as such, reviews the non-financial information contained in the Annual Report. The CMS engaged with the Portfolio Committee on Health virtually on the
19" of April 2022 to brief the Committee on the Annual Performance Plan (APP) and Budget for the 2022/23 financial year. In the APP in question, the CMS presented
two new Key Performance Indicators (KPI) to the Committee relating to the overall performance of the entity, which should be maintained at 80% and above of the
targets set for the financial year, as well as one relating to an unqualified audit opinion issued by the Auditor-General South Africa on the Annual Financial Statements
by 31 July each year.

3. Executive Authority

O

The Public Finance Management Act (PFMA) requires public entities to submit quarterly performance information reports to the relevant Executive Authority and the
National Treasury. During the period under review, the CMS submitted the quarterly information reports to the Executive Authority and the National Treasury on the
following dates:

* Quarter 1 - 30 July 2021

* Quarter 2 - 31 July 2021

* Quarter 3 - 31 January 2022

* Quarter 4 — 28 April 2022

There were no issues of concern raised by the Executive Authority or the National Treasury stemming from the reports. The quarterly reports showed excellent
performance by the organisation under the stewardship of the Chief Executive and Registrar and the direction of the Council. Council reviewed the Annual
Performance Plan on the 28" of October 2021 to ensure that it is still in line with its Five-year Strategic Plan (2020-2025). The Annual Performance Plan for the
2022/23 financial year was approved by the Council and submitted to the Executive Authority on the 31 of January 2022. The Council enjoys a good relationship
with the Executive Authority and ensures that all matters that need to be brought to the attention of the Minister are conveyed to him and that the necessary support
is provided to him.

4. The Accounting Authority

O

The Council has a duty in terms of the MSA to ensure that the following is carried out:
+ The protection of the beneficiaries of medical schemes.
+ The control and coordination of the functioning of medical schemes.
+ Providing advice to the Minister of Health on the quality and outcomes of relevant health services provided for by medical schemes.
+ The investigation of complaints and resolution of disputes.
+ The collection and dissemination of information about private healthcare.

The Council has ensured that its Strategic Plan (2020-2025), its Annual Performance Plan, as well the design of the organisation enable the successful execution
of its legislated mandates.
In order to ensure the successful execution of its mandate Council also performs the following functions regularly:

+ The evaluation and approval of the Five-year Strategic Plan.

+ The evaluation and approval of the Annual Performance Plan.

+ The evaluation and approval of financial information and performance reporting.

+ The oversight of executive management performance.

—
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The Council determines overall policy, but the day-to-day decisions and management of staff are the responsibility of the Registrar and Executive Management.
The Council adheres to the principles of good corporate governance. Corporate governance practices in the Council are encapsulated in its Charter and Code of
Conduct, as well as the charters of the various committees. The Council is expected to sit four times a year for ordinary meetings and three times a year for special
meetings. Council meetings often exceed that number due to the volume of work that is performed. Council engages with management in strategic and risk planning
meetings annually over a three-day period.

4.1  Composition of the Council and Council Committees

Members of the Council represent a variety of skills and backgrounds, and include experts in law, finance, actuarial sciences, economics, medical sciences,
corporate governance and consumer affairs. Council members are appointed on a part-time basis for a period of up to three years. The following members to the
Council were appointed by the Minister of Health:

Table 36: Council composition and meeting attendance

M ot
+ MBChB (EXCO)
+ Diploma in HIV Management
. * Human
(Dip HIV Man)
Dr Memela | Chairperson + Post Graduate Diploma in Resources,
. ) 16/11/20 15/11/23 ) " Medicine Social and 33
Makiwane | of Council Pharmaceutical Medicine ;
. Ethics (HRSE)
(PGDip PharmMed) Commitee
+ FCCP (Fellowship of o
s + Nominations
the College of Clinical .
Pharmacologists) Committee
(NomCom)
Law, Corporate + EXCO
Ms Diane Vice ‘LM Stcr):femiince’ . (Alzirfr?lliftee
Chairperson | 16/11/20 15/11/23 +LLB g 44
Terblanche ) Management, *ICT
of Council * BALaw
Consumer Law, Governance
Dispute Resolution Committee
+ Certificate in Investigation
and Management of Cyber
. and Electronic crimes * Appeals
Adv. Roger | Council 16/11/20 | 15/1/23 | » Certificate Prosecuting Child | Legal Committee 15
Mareume Member
Sex Offenders
+LLB
+ BJuris
* Appeals
Dr Hiueka | Council + B Dent Ter (Bachelor of Committee
Mukha?i Member 16/11/20 15/11/23 Dental Therapy) Medicine + EXCO 35
+ MBChB (from 29 July
2021)
* Appeals
. . +LLD Committee
DrLeavit | Counci 1611120 | 15/1/23 | +LLM Legal .1cT 31
Mkansi Member
+ BProc Governance
Committee
. ) Corporate
-
Nombeko 23111720 | 22/11/23 P Public Sector Committee 13
Member * MBA
Mbava ) Management and * NomCom
+ BA Economics
Development
* Appeals
Dr ) Committee
Sugendra | councl 1120 | 1523 | MEA Medicine .IcT 35
; Member + MBChB
Naidoo Governance
Committee
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* SAMLA Medico Legal * Appeals
) . certificate Committee
Dr Thandi | Counci 16/11/20 | 15/11/23 | * MPhil Medical Law and Medicine “HRSE #
Mabeba Member . .
Ethics Committee
+ MBChB * NomCom
DrAquina | Council " MBA Eiﬁtoand Risk
q 16/11/20 15/11/23 + BSc MedS (Hons) Medicine . 18
Thulare Member - MBChB Committee
(ARC)
MIr Imran Counil + BCom (Hons) Accounting,
16/11/20 15/11/23 + CA(SA) Auditing, Corporate *ARC 14
Vanker Member . .
+ Certificate in Labour Law Governance
Mr « Certificate in Principles of
Mabalane Council 16/11/20 15/11/23 Bu3|lness IVIIanag(Iement Corporate . HRSE. 16
. Member + Certificate in Basic Governance Committee
Mfundisi )
Journalism
* MBA
Mr Council . gr/?o(lr:: ri]:)Puinc Corporate *EXCO
Moerane 16111120 | 15111123 plomain P “HRSE 2
) Member Administration Governance .
Maimane ) ) Committee
+ BAdmin Accounting
+CD(SA)
Mr Naheem | Council "LLB * Appeals
16111120 | 1511123 | *Post graduate diplomain | Legal ppea 20
Raheman | Member Committee
contract Law
) ) * PhD in Business
DrXolani | Council 161120 | 15/1/23 | Administration Corporate “ARC 16
Ngobese Member Governance
+ MBA
« Fellow of the Actuary Society
) . of South Africa
Mr Lusani | Council 120 | 21 1 poct Graduate Diplomain | Actuarial Science “EXCO 2
Mulaudzi Member (Resigned) . )
Actuarial Science
+ BCom (Hons)

4.2  Committees of the Council

Table 37: Council committees and mandates

Executive Committee (EXCO)
5 members

Chaired by the Chairperson of the Council and is responsible for regulatory tasks of the
Council.

Human Resource, Social and Ethics Committee (HRSE)
5 members

Responsible for governance of human resources, remuneration, social and ethics matters.

Audit and Risk Committee
6 members

Assists Council in fulfilling its oversight responsibility which includes responsibilities
regarding the safeguarding of assets, operating effective systems of control and
preparing Annual Financial Statements as required by the PFMA, Treasury Regulations,
risk management and internal audit oversight.

Information Communications and Technology Strategic Committee
4 members

Responsible for information and communications technology governance in the organisation
in line with the Corporate Governance of ICT Policy Framework.

Appeals Committee
7 members

Responsible for hearing appeals against decisions of the Registrar relating to the settlement
of complaints or disputes between beneficiaries (Section 48 of the MSA) and decisions of
the Registrar against regulated entities (Section 49).

Nominations Committee (NomCom)
3 members

NomCom monitors the transparent nomination and appointment of members of the
committees of Council, ensuring the necessary knowledge, skills, experience, balance of
power, and diversity of gender and race. NomCom oversees the composition of Council
committees.

—
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Table 38: Membership of Council committees during the year under review

Full Council All Council members

Dr Memela Makiwane

Ms Diane Terblanche

Mr Moerane Maimane

Dr Aquina Thulare

Mr Lusani Mulaudzi resigned on 17 May 2021
Dr Honours Mukhari appointed on 29 July 2021
Dr Memela Makiwane

Mr Moerane Maimane

7 5 Dr Thandi Mabeba

Mr Mfundisi Mabalane

Dr Nombeko Mbava

Dr Memela Makiwane

Nominations Committee (NomCom) 4 3 Dr Thandi Mabeba

Dr Nombeko Mbava

Ms Diane Terblanche

Information Communications and Technology Dr Sugendra Naidoo

(ICT) Strategic Committee Dr Leavit Mkansi

Adv. Roger Mareume

Ms Diane Terblanche

Dr Thandi Mabeba

Dr Sugendra Naidoo

Appeals Committee 29 7 Dr Leavit Mkansi

Adv. Roger Mareume

Dr Honours Mukhari

Mr Naheem Raheman

Dr Aquina Thulare

Dr Xolani Ngobese

Mr Imran Vanker

Audit and Risk Committee (ARC) 8 6 Mr Lesetsa Matshekga

Ms Michelle Pillay — term-ended November 2021
Ms Sizo Mzizi

Mr John Raphela - appointed 27 January 2022

Executive Committee (EXCO) 9 5

Human Resource, Social and Ethics Committee
(HRSE)

4.3  Remuneration of board members

Table 39: Non-executive remuneration — 2022

Dr T Mabeba 514 514
Dr P Mbava 132 132
Mr M Maimane 305 305
Dr M Makiwane 730 730
Mr M Mabalane 149 149
Dr L Mkansi 216 216
Dr H Mukhari 468 468
Mr L Mulaudzi 16 16
Mr N Raheman 142 142
Dr S Naidoo 470 470
Dr X Ngobese 148 148
Ms D Terblanche 677 677

3967 3967

—~
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Table 40: Non-executive remuneration — 2021

Adv. R Gaoraelwe 180 180
Adv. H Kooverjie 113 13
Dr MS Mabela 130 130
Dr T Mabeba 81 81
Ms M Maboye 284 284
Dr P Mbava 58 58
Mr M Maimane 424 424
Dr M Makiwane 432 432
Mr M Mabalane 43 43
Dr L Mkhansi 82 82
Dr H Mukhari 58 58
Mr L Mulaudzi 74 74
Mr N Raheman 79 79
Dr S Naidoo 58 58
Dr X Ngobese 81 81
Ms D Terblanche 470 470
Mr | Vanker 51 51
Mr M J van der Walt 99 99

2797 2797

Table 41: Independent Audit and Risk Committee members’ remuneration — 2022

Mr L Matshekga 225 225
Ms S Mzizi 75 75
Ms EM Pillay (contract ended on 26 November 2021) 58 58

358 358

Table 42: Independent Audit and Risk Committee members’ remuneration — 2021

Mr L Matshekga 285 285
Ms S Mzizi 70 70
Ms EM Pillay 62 62
47 417
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5. Risk Management

O

The CMS has a risk management policy which is reviewed annually by management and approved by the ARC of Council. The CMS conducts annual risk maturity
assessment with the help of an external risk management consultant. This is in compliance with its Enterprise Risk Management Framework and Policy. A maturity
assessment conducted for the period under review was concluded in Q3 and the entity is working on implementing recommendations from the risk maturity
assessment report. The risk maturity assessment rated the entity as “Emerging” which is a level 3 maturity on a scale of 1 to 5, and the CMS have seen significantly
high scores on our “Risk Culture”, “Risk Response” and “Integration with Strategic Planning”. This indicates a transition from level 3 to level 4 of risk maturity.

The ARC is established and continues to operate. The Executive Manager reports to the ARC on a quarterly basis on the entity’s strategic risks, their existing
controls, control improvement action plans and the progress made thereof. The ARC is continuously advised on the risk processes within the CMS. With the aid of a
risk management consultant, Council undertook a risk rating exercise during the strategic review sessions held and adjusted the CMS strategic inherent and residual
risks accordingly. This exercise has shown a great improvement in CMS’ risk management as eight out of fourteen strategic risks had a declined residual risk rating,
thereby reflecting an impressive control effectiveness.

Following the risk maturity assessment that took place during the year under review, CMS risk management process experienced a great progress and enhancement
due to the implemented recommendations. The strategic and operational risk registers have been customised to best cater for the entity’s risk profile.

6. Internal Control Unit

O

In terms of the CMS Service Delivery Model, the internal audit function (under which the internal control evaluation and review function falls) is outsourced to an external
service provider. The contract with this service provider, Lunika Inc., started on 1 April 2021 and will run until 31 March 2024. The scope of Internal Audit for the period
under review is outlined below. In consultation with the ARC, the outsourced internal audit service provider prepared:

+ The three-year rolling strategic CMS Internal Audit Plan, based on its assessment of key areas of risk for the CMS, having taken into consideration the

Regulator’s current operations, the operations proposed in its Strategic Plan and its risk management strategy.

+ The annual CMS Internal Audit Plan.

+ Plans indicating the scope, cost and timelines of each audit in the annual internal audit.

+ Audit reports directed to ARC detailing its performance against the Annual Performance Plan.

The internal audit service provider assisted the CMS Accounting Authority in maintaining effective controls by evaluating those controls and developing
recommendations for enhancement or improvement. Furthermore, the service provider assisted the Accounting Authority in achieving the objectives of the CMS by
evaluating and developing recommendations for the enhancement or improvement of the processes.

Other audits that needed to be taken into account at the CMS included:
+ T security and systems processes audit.
+ Conducting special assignments and investigations, on behalf of the ARC or the Registrar, into any matter or activity affecting the probity, interest and
operating efficiency of the CMS.
+ Audit designed to detect fraud.

7. Internal Audit and Audit and Risk Committee
O

The objective of Internal Audit is to provide independent, objective assurance and consulting services designed to add value and improve CMS’ operations. The

mission of Internal Audit is to enhance and protect organisational value by providing risk-based and objective assurance, advice, and insight. Internal Audit helps
the CMS accomplish its objectives by bringing a systematic, disciplined approach to evaluating and improving the effectiveness of risk management, control, and
governance processes.

Internal Audit must assist the Accounting Authority in achieving the objectives of the institution by evaluating and developing recommendations for enhancement or
improvement of the processes through which:

+ objectives and values are established and communicated;

+ the accomplishment of objectives is monitored;

+ accountability is ensured; and

« corporate values are preserved.

In carrying out audits, the scope of work of Internal Audit is to determine whether the CMS’ network of risk management, control systems, and governance
processes, as designed and represented by management, is adequate and functioning in an effective manner to provide reasonable assurance that:
« Significant risks relating to the achievement of CMS’ strategic objectives are appropriately identified and managed. Interaction with the various governance
groups within the organisation occurs as needed;

N
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Significant financial, operational, managerial, performance and information technology information is accurate, reliable, and timely;

The actions of CMS’ employees follow CMS’ policies, procedures, and applicable laws, regulations, and governance standards;

Resources and assets are acquired and disposed of economically, used efficiently, and protected adequately;

The results of operations or programmes are consistent with established goals and objectives of CMS and are being carried out effectively and efficiently;
Established processes and systems enable compliance with the policies, procedures, laws, and regulations that could significantly impact the CMS;
Information and the means used to identify, measure, analyse, classify and report such information are reliable and have integrity;

The CMS’ fraud prevention plan is implemented and operates effectively and efficiently; and

Assets, revenue, income, and interests of the CMS are accounted for and safeguarded against fraud, corruption, losses of all kinds, wastage, inefficient
administration, and any other causes.

To achieve full effectiveness, the scope of the work to be performed by Internal Audit will be based on its assessment of risk (with management input) as approved
by the ARC. Audit coverage will be based on a risk basis and any other areas as directed and approved by the ARC.

The primary purpose of the ARC is to assist the Accounting Authority in fulfilling its oversight responsibility (which includes responsibilities regarding the safeguarding
of assets, operating effective systems of internal control and preparing Annual Financial Statements as required by PFMA, Treasury Regulations and as per the
provision of the King Report IV on Corporate Governance, by reviewing:

+ The financial reports and other information provided by the Accounting Authority to any government body, other stakeholders or the public.

+ The system of internal control (financial, operational and compliance) that the Accounting Authority has established.

+ The Accounting Authority’s auditing, accounting and financial reporting processes.

Consistent with its functions, the ARC should encourage continuous improvement of, and should foster adherence to, CMS’ accounting policies, procedures and
practices at all levels. The ARC’s primary objectives are to:
+ Serve as an independent and objective committee to monitor and strengthen the objectivity and credibility of CMS’ financial reporting processes and internal
control systems.
+ Review and appraise the audit efforts of the Auditor-General and the Accounting Authority’s Internal Audit function.
+ Provide an open avenue of communication between the Auditor-General, Internal Audit function and Senior Management.

Table 43: Audit and Risk Committee and meeting attendance

* MBA
Mr Lesetsa Matshekga | « BCom Honours (Finance) External
+ BCom Honours (Economics)

3 February 2020 | 3 February 2023 8

+ BCom Honours (Financial Management)

+ PG: Corporate Law

+ BTech: Cost and Management Accounting

+ PG Cert: Corporate Governance

+ Higher Diploma in Education (Economic
Sciences)

+ CIMA (ACMA CGMA)

+ Cert: Accountancy

+ Masters in Information Technology (MIT)

+ Masters in Business Administration (MBA)

+ BSc CompS (Hons) External

« Prince2 Project Management Certification

« ITIL Foundation Certification

Ms Sizo Mzizi External 3 February 2020 | 3 February 2023 8

Mr John Raphela 27 January 2022 | 27 January 2025 0

* MBA

Dr Aquina Thulare + BSc MedS (Hons) External ;gzl\(l)ovember ;gzl\:lsovember
+ MBChB
+ BCom (Hons)

Mr Imran Vanker + CA(SA) External ;gzl\(l)ovember ;gzr\:liovember
« Certificate in Labour Law

Dr Xolani Ngobese * PhD in Business Administration External 16 November 15 November

* MBA

2020

2023

—
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8. Compliance with Laws and Regulations

O

In line with the resolution taken by the CMS Accounting Authority during the financial year under review, the compliance function falls under the Office of the Chief
Financial Officer. This function is coordinated with the risk and performance management functions as planned and reported to the Audit and Risk Committee as
well as full Council sittings, as scheduled.

9. Fraud and Corruption

O

The CMS Fraud and Corruption Prevention Policy encompasses the Fraud and Corruption Prevention Plan, Fraud and Corruption Response Plan, as well as the
CMS Whistle Blowing Policy. The Fraud and Corruption Prevention Policy was reviewed in line with Council’s ethics awareness outlook for the year.

The CMS Fraud and Corruption Prevention Policy is supported by a Whistle Blower Hotline mechanism which is managed independently by a service provider
called BeHonest.

As a first step, employees must raise concerns with their immediate manager or their superior, or the delegated investigations committee. This depends, however,
on the seriousness and sensitivity of the issues involved and who is suspected of the malpractice.

If an employee is for any reason uncomfortable using the normal business channels, they can then contact the whistle blower service provider on the contact details
below or the Registrar.

Concerns may be raised verbally or in writing. Employees who wish to make a written report are invited to use the following format:
+ The background and history of the concern (providing adequate information with relevant date);
+ The reason they are particularly concerned about the situation; and
+ The extent to which they have personally witnessed or experienced the problem (provide documented evidence where possible).

The hotline is accessible by shared call centre toll-free number 0800 867 423, secure email address cms@behonest.co.za and website www.behonest.co.za with a
chat function. The Chief Executive and Registrar, chairpersons of the ARC as well of Council are the contact persons to receive the Whistle Blower reports.

10. Minimising Conflict of Interest

O

The CMS Declaration of Interest and Acceptance of Gifts Policy is in place. The policy gets reviewed on an annual basis in consultation with all internal stakeholders
and in line with the Council's ethics awareness outlook for the year. The CMS has appointed an Ethics Champion in the Office of the Registrar, who together with
the Registrar drives a programme that aims to advance good ethical conduct and endeavours to instil the CMS values. The progress on this programme is reported
to the Accounting Authority on a quarterly basis.

The CMS uses the Standard Bidding Declaration 4 (SBD 4) and the Central Supplier Database (CSD) report to verify the list of directors and minimise risks
associated with conflict. The organisation engages with the affected parties should a conflict of interest arise during the compliance process.

—~
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l1l. Code of Conduct

O

Anew code of ethics and conduct was adopted during the previous year and remains in place. The code sets down common ethical standards that CMS employees
should adhere to on a consistent basis to ensure that their actions are in accordance with the CMS values and standards.

The CMS Code of Ethics and Conduct was reviewed after consultation with all internal stakeholders and the annual review done in line with the Council's ethics
awareness outlook for the year. In addition, the CMS Ethics Strategy and Awareness Plan continued to be implemented. All staff members are provided with the
CMS Ethics Booklet.

The process followed in the event of a breach of the code of conduct is as follows:

Less serious offence
If CMS Management deems the breach to be less serious, then an employee will be subjected to an informal disciplinary hearing which may result in a verbal or
written warning if the employee is found guilty. Normally the process will only involve the employee and his supervisor/manager.

Serious offence
If CMS Management deems the breach to be serious, then an employee will be subjected to a formal disciplinary hearing which may result in a final written warning,
suspension without pay, and/or dismissal if the employee is found guilty.

In a formal disciplinary hearing, the Registrar appoints a chairperson to preside over the hearing and an initiator to present the case on behalf of the CMS. The

employee has a right to be represented by a CMS employee or a shop steward. Furthermore, an employee is afforded the opportunity to state their side of the story,
cross-examine CMS witnesses and plead in mitigation of the penalty should they be found guilty.

12. Health Safety and Environmental Issues

O

The CMS continuously improves the occupational health and safety of the workplace by adhering to the principles of the Occupational Health and Safety Act.
It assesses potential risks and places mechanisms to ensure compliance with the applicable regulations by taking appropriate actions to correct conditions that
endanger health, safety, and equipment where applicable. These measures protect the people and the organisation. It further protects the organisation from incurring
costs related to safety failures.

13. Company/Board Secretary

O

The CMS Council is assisted by the CMS Company Secretary who provides corporate governance and administration services. He is further mandated to guide
members as to their duties, responsibilities and functions. He facilitates full and unfettered access to the organisation’s information including records for the use of
Council. The CMS Company Secretary maintains an arm’s length relationship with the Council and the governing body is satisfied that he is fit and proper to perform
his functions. During the year under review, Mr Khayalethu Mvulo served as CMS Company Secretary.

14. Social Responsibility

O

The CMS in terms of its policy is a social responsibility organisation, as such, there has been no activity beyond its mandate.

—
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15. B-BBEE Compliance Performance Information

O

The following table was completed in accordance with the compliance to the B-BBEE requirements as required by the B-BBEE Act and as determined by the

Department of Trade, Industry and Competition.

Table 44: B-BBEE compliance performance

1. Determining qualification criteria for the issuing of licences,

The CMS B-BBEE Technical Team is concluding its plan to address

concessions or other authorisations in respect of economic No s
L accreditation standards.
activity in terms of any law?
The CMS applies the Preference Point System for transactions
2. Developing and implementing a preferential procurement policy? | No above R30 000 through the quote evaluation template supplied by

National Treasury.

3. Determining qualification criteria for the sale of state-owned
enterprises?

Not applicable

Selling of state owned enterprises does not fall within the scope of
the work of CMS.

4. Developing criteria for entering into partnerships with the private
sector?

Not applicable

CMS does not enter into partnerships with the private sector.

5. Determining criteria for the awarding of incentives, grants and
investment schemes in support of Broad Based Black Economic
Empowerment?

Not applicable

CMS does not award grants, incentives or investment schemes.

—~
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16. Audit and Risk Committee Report

O

We are pleased to present our report for the financial year ended 31 March 2022.

Audit and Risk Committee Responsibility

The Audit and Risk Committee of the CMS reports that it has complied with its responsibilities arising from Section 51 (1)(a(ii) of the Public Finance Management
Act and Treasury Regulation 27.1. The committee also reports that it has adopted appropriate formal terms of reference as its Audit and Risk Committee Charter,
has regulated its affairs in compliance with this charter and has discharged all its responsibilities as contained therein.

The Effectiveness of Internal Control
Our review of the findings of the Internal Audit work, which was based on the risk assessments conducted in the public entity, revealed certain weaknesses which
were then raised with the public entity.

The following internal audit work was completed during the year under review:
* Quarterly Performance Information Reviews (4 Reviews);
+ Three Probity Reviews relating to various tenders;

.

Information Technology Review (Network Security Review);

.

Review of the Legal Processes;
Financial Control Review;
Supply Chain Management Review;

.

.

.

Operations Review — Benefits Management;

.

Human Resources — Project Assurance; and
Follow-up Audits.

.

The following areas were rated as requiring improvement and were supported with management actions to address these findings:
+ The three Quarterly Performance Information Reviews;
+ The Legal Process Review;
+ Information Technology Review (Network Security Review); and
+ Operations Review — Benefits Management.

Internal audit performed a follow-up audit on 19 previously raised findings of which 18 were addressed by management and one was partially resolved. No reports
were rated as unsatisfactory by Internal Audit for the year under review.

In-Year Management and Monthly/Quarterly Report

The public entity reports quarterly to the Executive Authority and the National Treasury as required by the Public Finance Management Act.

Evaluation of Financial Statements
We have reviewed the Annual Financial Statements prepared by the public entity.

Auditor’s Report

We have reviewed the entity’s implementation plan for audit issues raised in the prior year and we are satisfied that the matters have been adequately resolved.

The Audit Committee concurs and accepts the conclusions of the Auditor-General on the Annual Financial Statements and is of the opinion that the audited Annual
Financial Statements be accepted and read together with the Report of the Auditor-General.

Cgi@k@u,

Mr Lesetsa Matshekga

Chairperson of the Audit and Risk Committee
Council for Medical Schemes

31 July 2022

—
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I. Introduction

O

The Human Resources (HR) Unit provides high quality service to the entire organisation by developing, delivering and continuously improving human resources
programmes that promote and support the Council’s vision.

Performance management continued to be a high-priority area. At the beginning of the period under review, employees signed performance agreements with their
supervisors. In line with HR policies, two formal performance reviews were concluded.

HR continued to work closely with the Health and Safety and the Business Continuity Committees, observing regulations and lockdown restrictions to minimise the
spread of COVID-19 in the workplace. Five COVID-19 cases were reported during the reporting period. Employees worked remotely during the period and reported
to work on a rotational basis, as and when necessary.

The following section provides an overview of the activities of the unit during the 2021/22 reporting period.

Job evaluation and salary benchmarking

Following the approval of the revised Service Delivery Model, the Operating Model, and the new Organisational Structure, the HR Unit focused its programmes to
support and manage the organisation’s people and associated processes. Job profiles of all employees were revised to ensure alignment with the purpose of the
job in the new structure.

The revised job profiles informed the job evaluation and grading exercise. The unit appointed a service provider through a tender process to conduct a job evaluation,
salary benchmarking and equal pay for work of equal value audit. A job evaluation overview and training were presented to CMS Management, the Job Evaluation
Committee, and shop stewards on 27, 29 and 30 September 2021 to equip them to actively participate in the job evaluation and benchmarking project. There were,
however, delays in completing the project during the reporting period.

Placement of employees in new structure
During the year under review, the Human Resources Unit provided support to the CMS staff placement process aimed at facilitating the transition to the new
structure.

Workforce Planning Framework and key strategies to attract and recruit a skilled and capable

workforce
While planning for implementation of the new structure and to ensure continuity and delivery of strategic objectives, the unit continued to facilitate the appointment
of employees to act in the vacant positions.

Vacancies were filled according to the CMS’ recruitment and selection process. Fourteen employees were appointed into permanent positions of which 11 were
external applicants and three were internal as outlined below.

Table 45: Permanent appointments detail

External appointments ‘ Internal appointments

+ Legal Adjudication Officer (2) + Compliance Officer
+ Data Management Analyst + Paralegal Administrator
+ Supply Chain Officer + Supply Chain Officer

+ Complaints Adjudication

* Medical Advisor

» Communications Officer

+ Clinical Research Analyst

+ Senior Investigator

+ Network Manager

+ Helpdesk Technician

o~
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Eleven terminations were recorded during the reporting period, comprising seven resignations, one as a result of a mutual separation, and three as a result of internal
movement where employees were appointed into other positions. The terminations are as follows:

Table 46: Terminations detail

+ Clinical Research Analyst + Network Manager + Legal Adjudication Officer
+ Senior Investigator + Helpdesk Technician
+ Network Technician + Complaints Adjudication

+ Senior Financial Analyst

+ Complaints Adjudication

* Health Economist

+ Senior Developer

The CMS continued to support government’s call to develop the skills of qualified graduates. In the period under review, the CMS appointed 10 interns to participate
in the internship programme. These interns were placed across different units within the CMS to assist them to acquire experiential learning.

Learning and development

Employee learning and development remain a priority to encourage employees to further their studies and improve skills and knowledge in line with their specific
areas of accountability. A training budget is made available for employees to attend other learning opportunities such as workshops, conferences, and seminars to
keep abreast of industry trends.

The CMS benefits from mandatory grants by submitting its Workplace Skills Plan and Annual Training Report to the Health and Welfare Sector Education and
Training Authority (HWSETA) annually. During the reporting period, five employees completed their qualifications and graduated from different institutions of higher
education. Furthermore, six cleaning employees registered on the Adult Education Training (AET) programme to increase their competencies in numeracy, literacy
and personal development and progressed to the next level.

The secondment of an employee to the Office of the Social Policy Advisor at the Presidency was extended for a further period, from September 2021. The employee
provides technical and secretariat support for projects. The opportunity to participate in secondments ensures that CMS employees contribute to furthering the
interests of the Republic of South Africa and continue working towards the attainment of the CMS’ strategic objective of being responsive to the environment by
being a fair, transparent, effective and efficient organisation through well targeted programmes and best practice regulation.

Employee Performance Management Framework
The unit coordinated bi-annual performance reviews, and a 360° assessment was piloted during the reporting period.

Talent management

The unit developed a Qualification and Work Experience Framework during the reporting period. The framework is aimed at guiding the Migration Committee in
identifying training gaps when placing employees in the new structure. A Talent Management Framework was developed through a consultation process and will be
approved by the Human Resource, Social and Ethics (HRSE) Committee and Council in the next reporting period.

Employee relations
Two labour matters pertaining to unfair labour practice were referred to the CCMA for conciliation and arbitration during the reporting period. The CCMA ruled in
favour of the CMS on one matter while the other was withdrawn during arbitration.

Wage negotiations for the 2021/22 financial year ended with the implementation of Public Service Co-ordinating Bargaining Council (PSCBC) Resolution 1 of 2021,
as directed by the Minister of Health.

Activities to improve the conditions of employment for employees were implemented for employees on salary equivalents to the Department of Public Service and
Administration’s salary levels 1-12.

Employee wellness programmes

Maintaining a healthy workforce is an important part of the HR function. The CMS continued to receive reports from its service provider about the increase in the
number of employees using the Careways programme for professional consultations. Subsequent to the measures implemented to curb the spread of COVID-19 in
the workplace, the unit facilitated COVID-19 awareness sessions and a stress management wellness talk to promote work-life balance.

—~
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Policy review
Strides were made to develop and review policies during the review period. The following policies were reviewed and recommended by the HRSE Committee for
Council approval on 16 March 2022:

+ Remote Working Policy;

+ Secondment Policy;

+ Paternity Leave Policy; and

* Recruitment and Selection Policy.

Employment equity
The CMS employs 116 permanent employees who are made up as follows: 42.24% Male and 57.76% Female. Although the CMS s relatively successful in
appointing employees from previously disadvantaged groups, the challenge is to retain these employees.

The Employment Equity (EE) Forum monitored the implementation of the EE Plan through participation in the recruitment and selection processes. Furthermore,
the EE Forum was key to ensuring that the CMS complied with the annual submission of the EE Report and Income Differentials Statement, which were submitted
on 14 January 2022.

Targeted recruitment aimed at persons with disabilities remains a challenge. However, the CMS consciously strives to correct this by inviting identified candidates
in the designated category to fill the gap.

The CMS is fairly aligned with the Broad-Based Black Economic Empowerment (B-BBEE) management control scorecard. The CMS made great progress in

attaining 17.11 points out of an indicator weighting of 20 on the management control scorecard during the reporting period. Attracting and appointing individuals with
disabilities remains a challenge.

Table 47: B-BBEE management control element

Indicator Raw
Criteria Weighting Targets | Score Achieved

Exercisable voting rights of Black Board members as a percentage of all Board members 50% | 100.00% 1.00
Exercisable voting rights of Black Female Board members as a percentage of all Board members 1 25% 28.57% 1.00
Black Executive Directors as a percentage of all Executive Directors 2 50% | 100.00% 2.00
Black Female Executive Directors as a percentage of Executive Directors 1 25% 0.00% 0.00
Black Executive Management as a percentage of all Executive Directors 2 60% | 100.00% 2.00
Black Female Executive Management as a percentage of all Executive Directors 1 30% 40.00% 1.00
Black employees in Senior Management as a percentage of all at Senior Management 2 60% 25.00% 0.83
Black Female employees in Senior Management as a percentage of all at Senior Management 1 30% 25.00% 0.83
African Senior Managers as a percentage of all Senior Management 1| 55.72% 25.00% 0.45
Black employees in Middle Management as a percentage of Middle Management 2 75% 86.67% 2.00
Black Female employees in Middle Management as a percentage of all at Middle Management 1 38% 43.33% 1.00
African Middle Managers as a percentage of all at Middle Management 1 70% 70.00% 1.00
Black employees in Junior Management as a percentage of all Junior Management 1 88% 92.31% 1.00
Black Female employees as a percentage of all Junior Management 1 44% 50.00% 1.00
African Junior Managers as a percentage of all Junior Management 11 81.73% 88.46% 1.00
Black employees with disabilities as a percentage of all employees 1 2% 2.38% 1.00
Weighting points 20 17.11
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Achievement highlights

+ Completion of consultation process to place employees in the new organisational structure;
+ Management, Job Evaluation Committee, and shop stewards trained on job evaluation;

+ Employment Equity Reports submitted to the Department of Employment and Labour; and
+ Workplace Skills Development and Annual Training Reports submitted to HWSETA.

Challenges faced by the organisation

+ High staff turnover rate of skilled personnel;

+ Lack of effective retention strategy;

+ Lack of attractive employee benefits (medical aid subsidy, housing, 13" cheque, pension/provident fund benefits); and
+ Lack of succession in senior positions to ensure continuity.

Future HR plans/goals

+ Reduce labour relations costs by appointing internal capacity to chair and initiate disciplinary hearings;

+ Develop and implement the Organisational Development Strategy;
+ Develop and implement a Talent Management Strategy to ensure that talent is developed, and retained within the organisation; and
+ Improve the performance management process and procedure to ensure objectivity.

2. Human Resources Oversight Statistics

Table 48: Personnel costs per programme

Personnel
Total Expenditure | Personnel Expenditure Number of Average Personnel
Expenditure as % of total Employees Cost per Employee
Business unit (R’000) Expenditure at Year End (R’000)

Programme 1: Administration

Sub-programme 1.1: Office of the CEO 10 874 5383 49.50% 3 1794

Sub-programme 1.2: Office of the CFO 35585 11734 32.98% 20 587

Sub-programme 1.3: ICT and Knowledge Management 22 481 12403 55.17% 14 886

Sub-programme 1.4: Human Resources 9587 5696 59.41% 6 949

Sub-programme 1.5: Legal Services 11929 3524 29.54% 3 1175

Sub-programme 1.6: Secretariat 6673 1978 29.64% 3 659
Programme 2: Strategy Office 7931 7255 91.48% 8 907
Programme 3: Accreditation 7426 7341 98.85% 8 918
Programme 4: Research and Monitoring 6692 6 557 97.98% 7 937
Programme 5: Stakeholder Relations 8525 7572 88.82% 9 841
Programme 6: Compliance and Investigation 10 188 9483 93.08% 9 1054
Programme 7: Benefit Management 4922 4922 100.00% 5 984
Programme 8: Financial Supervision 10 499 10 376 98.83% 9 1153
Programme 9: Complaints Adjudication 8393 8280 98.65% 12 690
Total 161 706 102 504 63.39% 116 884

Table 49: Personnel costs per salary level

Personnel Expenditure

% Personnel Expenditure

Number of Employees

Average Personnel Cost

Level (R’000) per level at Year end per Employee (R’000)
Top management 10735 10.47% 5 2147
Senior management 7595 741% 4 1899
Professionals 35365 34.50% 30 1179
Skilled technical and academically qualified 40 382 39.40% 53 762
Semi-skilled labour 6572 6.41% 15 438
Unskilled labour 1854 1.81% 9 206
Total 102 504 100.00% 116 884
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Table 50: Performance rewards

Number of Employees

Performance Reward % Performance Reward
Level (R’000) per Level

Average Personnel Cost
per Employee (R’000)
5 256

at Year end

Top management 1280 16.70%

Senior management 454 5.93% 4 14
Professionals 2493 32.53% 30 83
Skilled technical and academically qualified 2940 38.37% 53 55
Semi-skilled labour 402 5.24% 15 27
Unskilled labour 94 1.23% 9 10
Total 7663 100.00% 116 66

Performance rewards paid relate to the 2019/20 financial year but were paid during the 2021/22 reporting period.

Table 51: Training costs per programme

Training
Expenditure

Personnel as % of Average Training
Expenditure Expenditure Personnel Number of Cost per Employee
Business unit (R’000) Costs Employees (R’000)

Programme 1: Administration

Sub-programme 1.1: Office of the CEO 5383 7 0.13% 3 2.30

Sub-programme 1.2: Office of the CFO 11734 238 2.04% 20 11.89

Sub-programme 1.3: ICT and Knowledge Management 12 403 106 0.85% 14 7.59

Sub-programme 1.4: Human Resources 5696 79 1.36% 6 13.20

Sub-programme 1.5: Legal Services 3524 27 0.77% 3 8.86

Sub-programme 1.6: Secretariat 1978 15 0.77% 3 4.83
Programme 2: Strategy Office 7255 20 0.27% 8 2.44
Programme 3: Accreditation 7 341 47 0.64% 8 5.92
Programme 4: Research and Monitoring 6 557 123 1.89% 7 17.55
Programme 5: Stakeholder Relations 7572 82 1.08% 9 9.09
Programme 6: Compliance and Investigation 9483 75 0.78% 9 8.33
Programme 7: Benefit Management 4992 - 0.00% 5 -
Programme 8: Financial Supervision 10 376 87 0.72% 9 9.71
Programme 9: Complaints Adjudication 8280 M 1.34% 12 9.23
Total 102 504 1016 0.97% 116 8.76
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The following table provides the employment and vacancies per programme and excludes interns and temporary personnel.
Table 52: Employment and vacancies per programme

Business unit

2020/21 Number of | 2021/22 Number of
Employees Employees 2021/22 Vacancies | % of Vacancies

Programme 1: Administration

Sub-programme 1.1: Office of the CEO 3 3 4 15.38%

Sub-programme 1.2: Office of the CFO 19 20 1 3.85%

Sub-programme 1.3: ICT and Knowledge Management 15 14 4 15.38%

Sub-programme 1.4: Human Resources 6 6 1 3.85%

Sub-programme 1.5: Legal Services 3 3 1 3.85%

Sub-programme 1.6: Secretariat 3 3 - 0.00%
Programme 2: Strategy Office 8 8 2 7.69%
Programme 3: Accreditation 8 8 2 7.69%
Programme 4: Research and Monitoring 6 7 1 3.85%
Programme 5: Stakeholder Relations 8 9 1 3.85%
Programme 6: Compliance and Investigation 8 9 2 7.69%
Programme 7: Benefit Management 5 5 2 7.69%
Programme 8: Financial Supervision 10 9 2 7.69%
Programme 9: Complaints Adjudication 1 12 3 11.54%
Total 13 116 26 100.00%
Table 53: Employment and vacancies per salary level

2020/21 Number of | 2021/22 Number of

Level Employees Employees 2021/22 Vacancies* | % of Vacancies
Top management 1 5 12 46.15%
Senior management 5 4 1 3.85%
Professionals 35 30 3 11.54%
Skilled technical and academically qualified 50 54 9 34.62%
Semi-skilled labour 13 14 1 3.85%
Unskilled labour 9 9 - 0.00%
Total 13 116 26 100.00%

* Vacancies resulted from internal movements, non-renewal of fixed-term contracts at the end of March 2020, and terminations.

** Ten positions consisting of eight General Managers (Stakeholder Relations, Legal Services, Human Resources, Benefits Management, Financial Supervision,
Accreditation, Compliance and Investigations, and Complaints Adjudication); the Senior Analyst: BMU and the Accreditation Analyst: Administrator were
removed from the new structure that was implemented at the beginning of the 2022/23 financial year. During the period under review these positions were
not filled and, where needed, were performed by staff in an acting capacity. In addition, four positions were created for Executives in the reporting period. The
recruitment process for the newly created Executive positions is still underway.
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Table 54: Employment and vacancies per salary level

Employment at

the Beginning of Employment at
Level Period* Appointments Terminations end of period
Top management 6 0 1 5
Senior management 5 0 1 4
Professionals 30 3 3 30
Skilled technical and academically qualified 52 10 5 54
Semi-skilled labour 13 1 1 14
Unskilled labour 9 0 - 9
Total 115 14 1 116

* The number of staff at the beginning of the period (1 April 2021) does not correspond to the number of staff per grade level at 31 March 2021 as the
organisation reclassified the job grades levels E and F as Top Management and job grade D Upper as Senior Management.

Vacancies between appointments and terminations emanated from resignations, internal movements due to reclassifications, and mutual separation.

Table 55: Reasons for staff leaving 2021/22

% of Total

Number of Number of Staff

Employees Leaving
Death - 0.00%
Resignations 7 63.64%
Dismissal - 0.00%
Retirement - 0.00%
Il health - 0.00%
Expiry of contract - 0.00%
Other 4 36.36%
Total 1" 100%

Other reasons for leaving emanated from internal movements and mutual separation.

Table 56: Labour relations — Misconduct and disciplinary action 2021/22

Number of
Level Occurrences

Verbal warning 3
Written warning 0
Final written warning 0
Other 1
Total 4
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Report of the Auditor-General to Parliament on
the Council for Medical Schemes (CMS)

O

Report on the audit of the financial statements

Opinion
1. I'have audited the financial statements of the Council for Medical Schemes set out on pages 85 to 118 which comprise the statement of financial position as
at 31 March 2022, the statement of financial performance, statement of changes in net assets, cash flow statement and statement of comparison of budget
and actual amounts for the year then ended, as well as notes to the financial statements, including a summary of significant accounting policies.
2. In my opinion, the financial statements present fairly, in all material respects, the financial position of the Council for Medical Schemes as at 31 March 2022,
and financial performance and cash flows for the year then ended in accordance with the Standards of Generally Recognised Accounting Practice (GRAP)
and the requirements of the Public Finance Management Act 1 of 1999 (PFMA).

Basis for opinion

3. lconducted my audit in accordance with the International Standards on Auditing (ISAs). My responsibilities under those standards are further described in
the auditor-general’s responsibilities for the audit of the financial statements section of my report.

4. |amindependent of the entity accordance with the International Ethics Standards Board for Accountants’ International code of ethics for professional
accountants (including International Independence Standards) (IESBA code) as well as other ethical requirements that are relevant to my audit in South
Africa. | have fulfilled my other ethical responsibilities in accordance with these requirements and the IESBA code.

5. I believe that the audit evidence | have obtained is sufficient and appropriate to provide a basis for my opinion.

Emphasis of matter
6. |draw attention to the matter below. My opinion is not modified in respect of this matter.

Restatement of corresponding figures
7. Asdisclosed in note 30 to the financial statements, the corresponding figures for 31 March 2021 have been restated as a result of errors in the annual
financial statements of the Council for Medical Scheme for the year ended 31 March 2022.

Responsibilities of the accounting authority for the financial statements
8. The Council, which constitutes the Accounting Authority, is responsible for the preparation and fair presentation of the financial statements in accordance
with the GRAP and the requirements of the PFMA, and for such internal control as the accounting authority determines is necessary to enable the
preparation of financial statements that are free from material misstatement, whether due to fraud or error.
9. In preparing the financial statements, the accounting authority is responsible for assessing the entity’s ability to continue as a going concern, disclosing, as
applicable, matters relating to going concern and using the going concern basis of accounting unless the appropriate governance structure either intends to
liquidate the entity or to cease operations, or has no realistic alternative but to do so.

Auditor-General’s responsibilities for the audit of the financial statements
10. My objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from material misstatement, whether due to
fraud or error, and to issue an auditor’s report that includes my opinion. Reasonable assurance is a high level of assurance but is not a guarantee that an
audit conducted in accordance with the ISAs will always detect a material misstatement when it exists. Misstatements can arise from fraud or error and are
considered material if, individually or in aggregate, they could reasonably be expected to influence the economic decisions of users taken on the basis of
these financial statements.
1. Afurther description of my responsibilities for the audit of the financial statements is included in the annexure to this auditor’s report.
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Report on the audit of the annual performance report

Introduction and scope

12. In accordance with the Public Audit Act of 25 of 2004 (PAA) and the general notice issued in terms thereof, | have a responsibility to report on the
usefulness and reliability of the reported performance information against predetermined objectives for selected programmes presented in the annual
performance report. | performed procedures to identify material findings but not to gather evidence to express assurance.

13. My procedures address the usefulness and reliability of the reported performance information, which must be based on the entity’s approved performance
planning documents. | have not evaluated the completeness and appropriateness of the performance indicators included in the planning documents. My
procedures do not examine whether the actions taken by the entity enabled service delivery. My procedures do not extend to any disclosures or assertions
relating to the extent of achievements in the current year or planned performance strategies and information in respect of future periods that may be
included as part of the reported performance information. Accordingly, my findings do not extend to these matters.

14. | evaluated the usefulness and reliability of the reported performance information in accordance with the criteria developed from the performance
management and reporting framework, as defined in the general notice, for the following selected programme presented in the entity’s annual performance
report for the year ended 31 March 2022:

Programme Pages in the annual performance report

Programme 8 - Financial Supervision 53-54

15. | performed procedures to determine whether the reported performance information was properly presented and whether performance was consistent with
the approved performance planning documents. | performed further procedures to determine whether the indicators and related targets were measurable
and relevant, and assessed the reliability of the reported performance information to determine whether it was valid, accurate and complete.

16. | did not identify any material findings on the usefulness and reliability of the reported performance information for this programme.

Other matters
17. | draw attention to the matters below.

Achievement of planned targets
18. Refer to the annual performance report on pages 28 to 56 for information on the achievement of planned targets for the year and management's
explanations provided for the under/over achievement of targets.

Adjustment of material misstatements
19. lidentified a material misstatement in the annual performance report submitted for auditing. The material misstatement was on the reported performance
information of Programme 8: Financial Supervision. As management subsequently corrected the misstatement, | did not raise any material findings on the
usefulness and reliability of the reported performance information.

Report on the audit of compliance with legislation

Introduction and scope
20. In accordance with the PAA and the general notice issued in terms thereof, | have a responsibility to report material findings on the entity’s compliance with
specific matters in key legislation. | performed procedures to identify findings but not to gather evidence to express assurance.
21. The material findings on compliance with specific matters in key legislation are as follows:

Annual financial statements
22. The financial statements submitted for auditing were not fully prepared in accordance with the prescribed financial reporting framework, as required by
Section 55(1)(b) of the PFMA. Material misstatements of provision for long service awards, revenue and receivables, cash flow statements and financial
liabilities identified by the auditors in the submitted financial statements were corrected, resulting in the financial statements receiving an unqualified audit
opinion.
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Expenditure management
23. Effective and appropriate steps were not taken to prevent irregular expenditure of R2.7 million disclosed in note 26 to the annual financial statements, as
required by Section 51(1)(b)(ii) of the PFMA. Most of the irregular expenditure was caused by the entity sourcing services from suppliers from a panel that
was not established through competitive bidding processes. Similar non-compliance was also reported in the prior year.

Consequence management
24. 1 was unable to obtain sufficient appropriate audit evidence that disciplinary steps were taken against officials who had incurred irregular expenditure, as
required by Section 51(1)(b)(iii) of the PFMA. This was because the public entity had limited resources to conduct investigations for all irregular expenditure
identified in previous years. As a result, some investigations had not commenced.

Other information

25. The accounting authority is responsible for the other information. The other information comprises the information included in the annual report, which
includes the council's report and the audit committee’s report. The other information does not include the financial statements, the auditor’s report and the
selected programmes presented in the annual performance report that have been specifically reported on in the auditor’s report.

26. My opinion on the financial statements and findings on the reported performance information and compliance with legislation do not cover the other
information and | do not express an audit opinion or any form of assurance conclusion on it.

27. In connection with my audit, my responsibility is to read the other information and, in doing so, consider whether the other information is materially
inconsistent with the financial statements and the selected programme presented in the annual performance report, or my knowledge obtained in the audit,
or otherwise appears to be materially misstated.

28. | did not receive the other information prior to the date of this auditor’s report. When | do receive this information, if | conclude that there is a material
misstatement, | am required to communicate the matter to those charged with governance and request that the other information be corrected. If the other
information is not corrected, | may have to retract this auditor’s report and re-issue an amended report as appropriate. However, if it is corrected this will not
be necessary.

Internal control deficiencies

29. | considered internal control relevant to my audit of the financial statements, reported performance information and compliance with applicable legislation:
however, my objective was not to express any form of assurance on it. The matters reported below are limited to the significant internal control deficiencies
that resulted in the findings on the annual financial statements and the findings on compliance with legislation included in this report.

30. Management did not adequately monitor compliance with applicable laws and regulations, and related internal control, as is evident by the non-compliance
with supply chain management prescripts that resulted in irregular expenditure.

31. Management did not adequately implement review controls over performance reporting and annual financial statements, as is evident by the material
misstatements identified in the annual performance report and financial statements, which were corrected during the audit.

ﬂudaa-ﬁmunx

Pretoria
31 July 2022

A UDITOR-GENER AL
SOUTH AFRICA

Auditing to build public confidence
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Annexure - Auditor-General’s Responsibility for
the Audit

O

1. As part of an audit in of an audit in accordance with the ISAs, | exercise professional judgement and maintain professional scepticism throughout my audit
of the financial statements and the procedures performed on reported performance information for selected programmes and on the entity’s compliance
with respect to the selected subject matters.

Financial statements

2. In addition to my responsibility for the audit of the financial statements as described in this auditor’s report, | 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 my 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 entity’s internal control;

Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and related disclosures made by the board of
directors, which constitutes the accounting authority;

Conclude on the appropriateness of the accounting authority’s use of the going concern basis of accounting in the preparation of the financial statements. |
also conclude, based on the audit evidence obtained, whether a material uncertainty exists relating to events or conditions that may cast significant doubt
on the ability of the Council for Medical Schemes to continue as a going concern. If | conclude that a material uncertainty exists, | am required to draw
attention in my auditor’s report to the related disclosures in the financial statements about the material uncertainty or, if such disclosures are inadequate, to
modify my opinion on the financial statements. My conclusions are based on the information available to me at the date of this auditor’s report. However,
future events or conditions may cause the entity to cease operating as a going concern;

Evaluate the overall presentation, structure, and content of the financial statements, including the disclosures, and determine whether the financial
statements represent the underlying transactions and events in a manner that achieves fair presentation.

Communication with those charged with governance
3. | communicate with the accounting authority regarding, among other matters, the planned scope and timing of the audit and significant audit findings,
including any significant deficiencies in internal control that | identify during my audit.
4. | also provide the accounting authority with a statement that | have complied with relevant ethical requirements regarding independence, and communicate
all relationships and other matters that may reasonably be thought to bear on my independence and, where applicable, actions taken to eliminate threats or
safeguards applied.
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Statement of Responsibility and Confirmation of
Accuracy of the Annual Financial Statements

O

The Council members are required by the Public Finance Management Act No. 1 of 1999, 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. It is the responsibility of the members to ensure that
the Annual Financial Statements fairly present the state of affairs of the CMS as at the end of the financial year and the results of its operations and cash flows for
the period then ended. The external auditors are engaged to express an independent opinion on the Annual Financial Statements and are given unrestricted access
to all financial records and related data.

The Annual Financial Statements have been prepared in accordance with Standards of Generally Recognised Accounting Practice (GRAP) including any
interpretations, guidelines and directives issued by the Accounting Standards Board.

The Annual Financial Statements are based upon appropriate accounting policies consistently applied and supported by reasonable and prudent judgements and
estimates. The Council members acknowledge that they are ultimately responsible for the system of internal financial control established by the CMS and place
considerable importance on maintaining a strong control environment. To enable the members to meet these responsibilities, the members set standards for internal
control aimed at reducing the risk of error or deficit 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 CMS and all employees are required to maintain the highest ethical standards to ensure the CMS’ business is conducted in a manner that in all reasonable
circumstances is above reproach. The focus of risk management in the CMS is on identifying, assessing, managing and monitoring all known forms of risk across the
CMS. While operating risk cannot be fully eliminated, the CMS endeavours to minimise it by ensuring that appropriate infrastructure, controls, systems and ethical
behaviour are applied and managed within predetermined procedures and constraints.

The Council members 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 deficit.

The Council members have reviewed the CMS’ cash flow forecast for the year to 31 March 2023 and, in the light of this review and the current financial position, they
are satisfied that the entity has access to adequate resources to continue in operational existence for the foreseeable future.

The Annual Financial Statements are prepared on the basis that the CMS is a going concern and that the CMS has neither the intention nor the need to liquidate or
materially curtail the scale of the CMS.

Although the Council members are primarily responsible for the financial affairs of the CMS, they are supported by the entity’s external auditors.

The external auditors are responsible for independently reviewing and reporting on the CMS’ Annual Financial Statements. The Annual Financial Statements have
been examined by the CMS’ external auditors and their report is presented on pages 80 to 83.

The Annual Financial Statements set out on pages 85 to 118 which have been prepared on the going concern basis, were approved by the Council members on
31 May 2022 and were signed on its behalf by:

e SE S L breeced.

Dr M Makiwane
Chairperson of Council

Dr S Kabane

Chief Executive and Registrar
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Statement of Financial Position
as at 31 March 2022

2021
pL17] Restated
Note(s) R’000 R’000
Assets
Current assets
Receivables from exchange transactions 3 4212 11943
Cash and cash equivalents 4 18101 5156
22313 17 099
Non-current assets
Property, plant and equipment 5 9200 11060
Intangible assets 6 1748 1323
Security deposits 27 3975 3847
14923 16 230
Total assets 36 236 31740
Liabilities
Current liabilities
Operating lease liability 9 4108 2870
Payables from exchange transactions 7 21947 38483
Unspent conditional grants and receipts 13 2080 2080
Provisions 8 436 494
Other provision 12 1010 1010
29 581 44 937
Non-current liabilities
Operating lease liability 9 649 4757
Provisions 8 4750 5516
5399 10 273
Total liabilities 34980 55210
Net assets/(liabilities) 2256 (21 881)
Accumulated surplus/(deficit) 2256 (21 881)
Total net assets/(liabilities) 2256 (21 881)
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Statement of Financial Performance
for the year ended 31 March 2022

2021
Restated
Note(s) R’000
Revenue 1 186 772 183 893
Gain on disposal of assets 4 17
Administrative expenses 14 (26 203) (27 189)
Auditors' remuneration 15 (1961) (2 583)
Operating expenses 16 (23 395) (40 217)
Staff costs 17 (110 144) (116 771)
Depreciation and amortisation 5/6 (2913) (3 226)
Bad debt - (291)
Interest received " 1978 1633
Finance costs 28 - (51)
Surplus/(deficit) for the year 24137 (4 785)
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Statement of Changes in Net Assets
for the year ended 31 March 2022

Accumulated

surplus/ Total net

(deficit)
R'000

assets
R’000

Opening balance as previously reported (17 645) (17 645)
Correction of errors 549 549
Balance at 1 April 2020 (17 096) (17 096)
Balance at 1 April 2020 (17 096) (17 096)
Deficit for the year — restated* (4 785) (4 785)
(21 881) (21 881)
Balance at 1 April 2021 (21 881) (21 881)
Surplus for the year 24137 24137
2256 2256

Balance at 31 March 2022

N2 NN
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Cash Flow Statement
for the year ended 31 March 2022

2021
Restated
Note(s) R’000

Cash Flows from Operating Activities

Receipts
Proceeds from levies and fees 187 865 170 635
Transfers 6228 6 666
Interest income 1974 1621
196 067 178 922
Payments
Employee costs (116 412) (111 385)
Suppliers (65 108) (62 563)
(181 520) (173 948)
Net cash flows from operating activities 20 14 547 4974
Cash Flows from Investing Activities
Purchase of property, plant and equipment 5 (831) (813)
Proceeds from sale of property, plant and equipment 5 4 32
Purchase of other intangible assets 6 (647) (119)
Security deposit (128) (3 847)
Net cash flows from investing activities (1602) (4747)
Net increase in cash and cash equivalents 12 945 227
Cash and cash equivalents at the beginning of the year 5156 4929
Cash and cash equivalents at the end of the year 4 18 101 5156
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Statement of Comparison of Budget and
Actual Amounts

for the year ended 31 March 2022

O

Approved budget
R’000

Statement of Financial Performance

Revenue

Revenue from exchange
transactions

Accreditation fees,registration,
appeal fees and inspection fees

Actual amounts

on comparable

Final budget basis
R’000 R’000

Difference

between final
budget and actual

R’000 Reference

recovered 739 7395 8384 989
Levy income 170 754 170 754 177 067 6313 1
Legal fees recovered - - 1150 1150
Interest received 1946 1946 1974 28
Other income 274 274 1265 991
Total revenue from exchange
transactions 180 369 180 369 189 840 9471
Revenue from non-exchange
transactions
Taxation revenue
Government transfers: Department
of Health 6181 6181 6228 47
Total revenue 186 550 186 550 196 068 9518
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Statement of Comparison of Budget and Actual
Amounts (continued)

for the year ended 31 March 2022

O

Actual amounts Difference
on comparable between final
Approved budget Adjustments Final budget basis | budget and actual
R’000 R’000 R’000 R’000 R’000 Reference
Expenditure
Personnel (108 832) - (108 832) (110 538) (1706)
Social contributions (569) - (569) 569
Employee benefits (3672) 200 (3 472) (3 226) 246
Advertising (1824) 657 (1167) (425) 742
Agency and support/outsourced
services (186) 120 (66) (18) 48
Audit costs (1174) 345 (829) (829) -
Board costs (3689) 6 (3 683) (4 042) (359)
Bank charges (110) 45 (65) (55) 10
Building expenses (2113) 116 (1997) (1805) 192
Communication (3 055) 107 (2 948) (2502) 446
Consultants (12 735) 5057 (7 678) (5914) 1764 2
Computer expenses (4 786) 1381 (3 405) (3976) (571)
Legal fees (13 053) 6 545 (6 508) (6 498) 10
Non-life insurance (607) (220) (827) (785) 42
Printing and stationery (1331) 626 (705) (564) 141
Rental of buildings and office
equipment (16 936) 527 (16 409) (15 093) 1316
Repairs and maintenance (776) 40 (736) (256) 480
Staff costs (2990) 309 (2 681) (2 830) (149)
Security costs (550) - (550) (541) 9
Training and development (1558) 55 (1503) (1007) 496
Subscriptions and publications (649) 63 (586) (345) pLy|
Travel and subsistence — local (1292) 480 (812) (109) 703
Venue and facilities (692) 304 (388) (13) 375
Other unclassified goods and
services (3371) 1116 (2 255) (1802) 453
Total expenditure (186 550) 17 879 (168 671) (163 173) 5498
Surplus/(deficit) for the year - 17 879 17 879 32895 15016
Actual amount on a comparable
basis as presented in the
Statement of Comparison of
Budget and Actual Amounts - 17 879 17 879 32895 15016
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Statement of Comparison of Budget and Actual

Amounts (continued)
for the year ended 31 March 2022

Approved budget
R’000 R’000

Adjustments

Reconciliation
Basis of accounting difference

O

Actual amounts Difference
on comparable between final
Final budget basis | budget and actual

R’000 R’000 R’000 Reference

Depreciation and amortisation 2913

Gain on sale of assets )
Movement in provisions

Movement in provisions (824)
Change in receivables from

exchange transactions 7731

Change in payables from

exchange transactions (16 536)
Movement in operating lease (2870)
Movement in capital expenditure 832

Actual amount in the Statement

of Financial Performance 24137

Notes
Basis of accounting

The approved budget is based on a cash basis, thus recognising transactions and other events only when cash is received or paid.
The actual amounts are based on an accrual basis of accounting and were adjusted to be comparable to the budget which is on cash basis.

Classification basis

The classification basis adopted in the approved budget is according to the economic classification as per the National Treasury Estimates of National Expenditure

(ENE) database.

Period of the approved budget
1 April 2021 to 31 March 2022

The approval of levy rate

The 2021/22 levy rate was approved in terms of Section 2(4) of the Council for Medical Schemes Levies Act, No. 58 of 2000, by the Minister of Health with the

concurrence of the Finance Minister on the 25 August 2021.

Calculated materiality and significance value as determined in terms of Treasury Regulation 28.3.1 amounts to R 1.745 million.

Positive and negative differences above the calculated materiality are explained in the statements below:

1. The variance is attributable to levy rate increase for 2020/21, which was received in 2021/22.

2. The variance is due to cost containment measures implemented to manage CMS financial position.
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Accounting Policies
for the year ended 31 March 2022

I. Presentation of Annual Financial

Statements
The Annual Financial Statements have been prepared in accordance with the
Standards of Generally Recognised Accounting Practice (GRAP), issued by the
Accounting Standards Board in accordance with Section 55 of the Public Finance
Management Act, No. 1 of 1999.

These Annual Financial Statements have been prepared on an accrual basis
of accounting and are in accordance with the historical cost convention as the
basis of measurement, unless specified otherwise.

Assets, liabilities, revenues and expenses were not offset, except where
offsetting is either required or permitted by a Standard of GRAP.

A summary of the significant accounting policies, which have been consistently
applied in the preparation of these Annual Financial Statements, are disclosed
below.

These accounting policies are consistent with the previous period

.1 Presentation currency

These Annual Financial Statements are presented in South African Rand,
which is the functional currency of the entity and figures are rounded off to the
nearest thousand.

1.2 Going concern assumption

These Annual Financial Statements have been prepared based on the
expectation that the CMS will continue to operate as a going concern for at
least the next 12 months.

1.3 Significant judgements and sources of
estimation uncertainty

The use of judgement, estimates and assumptions is inherent to the process
of preparing Annual Financial Statements. These judgements, estimates and
assumptions affect the amounts presented in the Annual Financial Statements.
Uncertainties about these estimates and assumptions could result in outcomes
that require a material adjustment to the carrying amount of the relevant asset
or liability in future periods.

Estimates are informed by historical experience, information currently
available to management, assumptions and other factors that are believed to
be reasonable under the circumstances. These estimates are reviewed on a
regular basis. Changes in estimates that are not due to errors are processed in
the period of the review and applied prospectively.

In the process of applying these accounting policies, management has made
the following judgements that may have a significant effect on the amounts
recognised in the financial statements.

Other significant judgements, sources of estimation uncertainty and/or relating
information, have been disclosed in the corresponding notes.
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Impairment testing
In testing for and determining the value-in-use of non-financial assets,
management is required to rely on the use of estimates about the assets’ ability
to continue to generate cash flows (in the case of cash-generating assets). For
non-cash generating assets, estimates are made regarding the depreciated
replacement cost, restoration cost, or service units of the asset, depending on
the nature of the impairment and the availability of the information.

Provisions

Provisions are measured at the present value of the estimated future outflows
required to settle the obligation. In the process of determining the best estimate
of the amounts that will be required in future to settle the provision, management
considers the weighted average probability of the potential outcomes of the
provisions raised. This measurement entails determining what the different
potential outcomes are for a provision as well as the financial impact of each of
those potential outcomes. Management then assigns a weighting factor to each
of these outcomes based on the probability that the outcome will materialise
in future. The factor is then applied to each of the potential outcomes and the
factored outcomes are then added together to arrive at the weighted average
value of the provisions.

Additional disclosure of these estimates of provisions is included in Note 8 —
Provisions.

Effective interest rate

The entity uses an appropriate interest rate, taking into account guidance
provided in the Standards, and applying professional judgement to the specific
circumstances, to discount future cash flows. The entity used the prime interest
rate to discount future cash flows of receivables at year-end.

Allowance for doubtful debts

On accounts receivable, an impairment loss is recognised in surplus and
deficit when there is objective evidence that it is impaired. The impairment
is measured as the difference between the debtors carrying amount and the
present value of estimated future cash flows discounted at the effective interest
rate, computed at initial recognition.

Depreciation and amortisation

At the end of each financial year, management assesses whether there is any
indication that the Council for Medical Schemes’ expectations about the residual
value and useful life of assets included in property, plant and equipment have
changed since the preceding reporting date. If any such indication exists, the
change is accounted for as a change in accounting estimate in accordance
with the Standards of GRAP on accounting policies, Change in Accounting

Estimates and Errors.
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|.4 Property, plant and equipment

Property, plant and equipment are tangible non-current assets that are held for
use in the supply of goods or services, or for administrative purposes, and are
expected to be used during more than one period.

The cost of an item of property, plant and equipment is recognised as an asset
when:
+ itis probable that future economic benefits or service potential associated
with the item will flow to the entity; and
+ the cost of the item can be measured reliably.

Property, plant and equipment is initially measured at cost.

The cost of an item of property, plant and equipment is the purchase price and
other costs attributable to bring the asset to the location and condition necessary
for it to be capable of operating in the manner intended by management. Trade
discounts and rebates are deducted in arriving at the cost.

Where an asset is acquired through a non-exchange transaction, its cost is its
fair value as at date of acquisition.

Where an item of property, plant and equipment is acquired in exchange for
a non-monetary asset or monetary asset, or a combination of monetary and
non-monetary assets, the asset acquired is initially measured at fair value (the
cost). If the acquired item’s fair value was not determinable, its deemed cost is
the carrying amount of the asset(s) given up.

When significant components of an item of property, plant and equipment
have different useful lives, they are accounted for as separate items (major
components) of property, plant and equipment.

Recognition of costs in the carrying amount of an item of property, plant and
equipment cease when the item is in the location and condition necessary for it
to be capable of operating in the manner intended by management.

Property, plant and equipment is carried at cost less accumulated depreciation
and any impairment losses.

Property, plant and equipment are depreciated on the straight-line basis over
their expected useful lives to their estimated residual value.

The useful lives of items of property, plant and equipment have been assessed
as follows:

_ Depreciation method | Average useful life

Furniture and fixtures Straight-line 14 years

Motor vehicles Straight-line 5 years

Computer equipment Straight-line 7 years

Computer software Straight-line 7 years

Leasehold improvements ~ Straight-line Over the lease period
Other fixed assets Straight-line 16 years

N2 NN

The depreciable amount of an asset is allocated on a systematic basis over
its useful life.

Each part of an item of property, plant and equipment with a cost that is
significant in relation to the total cost of the item is depreciated separately.

The depreciation method used reflects the pattern in which the asset’s future
economic benefits or service potential are expected to be consumed by the
entity. The depreciation method applied to an asset is reviewed at least at
each reporting date and, if there has been a significant change in the expected
pattern of consumption of the future economic benefits or service potential
embodied in the asset, the method is changed to reflect the changed pattern.
Such a change is accounted for as a change in an accounting estimate.

The entity assesses at each reporting date whether there is any indication that
the entity expectations about the residual value and the useful life of an asset
have changed since the preceding reporting date. If any such indication exists,
the entity revises the expected useful life and/or residual value accordingly. The
change is accounted for as a change in an accounting estimate.

The depreciation charge for each period is recognised in surplus or deficit
unless it is included in the carrying amount of another asset.

Items of property, plant and equipment are derecognised when the asset is
disposed of or when there are no further economic benefits or service potential
expected from the use of the asset.

The gain or loss arising from the derecognition of an item of property, plant
and equipment is included in surplus or deficit when the item is derecognised.
The gain or loss arising from the derecognition of an item of property, plant and
equipment is determined as the difference between the net disposal proceeds,
if any, and the carrying amount of the item.

The entity discloses expenditure to repair and maintain property, plant and
equipment separately in the notes to the financial statements (see Note 13).

1.5 Intangible assets
An asset is identifiable if it either:

+ separable, i.e. is capable of being separated or divided from an entity
and sold, transferred, licensed, rented or exchanged, either individually or
together with a related contract, identifiable asset or liability, regardless of
whether the entity intends to do so; or

« arises from binding arrangements (including rights from contracts),
regardless of whether those rights are transferable or separable from the
entity or from other rights and obligations.

An intangible asset is recognised when:
« itis probable that the expected future economic benefits or service
potential that are attributable to the asset will flow to the entity; and
+ the cost or fair value of the asset can be measured reliably.
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Where an intangible asset is acquired through a non-exchange transaction, its
initial cost at the date of acquisition is measured at its fair value as at that date.

An intangible asset arising from development (or from the development phase
of an internal project) is recognised when:

« itis technically feasible to complete the asset so that it will be available for
use or sale;
there is an intention to complete and use or sell it;
there is an ability to use or sell it;
it will generate probable future economic benefits or service potential;
there are available technical, financial and other resources to complete
the development and to use or sell the asset; and
the expenditure attributable to the asset during its development can be
measured reliably.

Intangible assets are carried at cost less any accumulated amortisation and
any impairment losses.

An intangible asset is regarded as having an indefinite useful life when, based
on all relevant factors, there is no foreseeable limit to the period over which the
asset is expected to generate net cash inflows or service potential. Amortisation
is not provided for these intangible assets, but they are tested for impairment
annually and whenever there is an indication that the asset may be impaired.
For all other intangible assets amortisation is provided on a straight-line basis
over their useful life.

The amortisation period and the amortisation method for intangible assets are
reviewed at each reporting date.

Reassessing the useful life of an intangible asset with a finite useful life after it
was classified as indefinite is an indicator that the asset may be impaired. As a
result the asset is tested for impairment and the remaining carrying amount is
amortised over its useful life.

Amortisation is provided to write-down the intangible assets, on a straight-line
basis, to their residual values as follows:

m Depreciation method Average useful life

Developed software  Straight-line 7 years
Acquired software Straight-line

7 years

Intangible assets are derecognised:
+ on disposal; or
+ when no future economic benefits or service potential are expected from
its use or disposal.
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1.6 Financial instruments
Afinancial instrument is any contract that gives rise to a financial asset of one
entity and a financial liability or a residual interest of another entity.

The amortised cost of a financial asset or financial liability is the amount at
which the financial asset or financial liability is measured at initial recognition
minus principal repayments, plus or minus the cumulative amortisation using
the effective interest method of any difference between that initial amount and
the maturity amount, and minus any reduction (directly or through the use of an
allowance account) for impairment or uncollectibility.

Credit risk is the risk that one party to a financial instrument will cause a
financial loss for the other party by failing to discharge an obligation.

Currency risk is the risk that the fair value or future cash flows of a financial
instrument will fluctuate because of changes in foreign exchange rates.

Interest rate risk is the risk that the fair value or future cash flows of a financial
instrument will fluctuate because of changes in market interest rates.

Liquidity risk is the risk encountered by an entity in the event of difficulty in
meeting obligations associated with financial liabilities that are settled by
delivering cash or another financial asset.

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

Classification

The entity has the following types of financial assets (classes and category)
as reflected on the face of the Statement of Financial Position or in the notes
thereto:

Receivables from exchange Financial asset measured at
transactions amortised cost

Financial asset measured at

Cash and cash equivalent amortised cost

Financial asset measured at

Security deposit amortised cost

The CMS has the following types of financial assets (classes and category)
as reflected on the face of the Statement of Financial Position or in the notes
thereto:

Payables from exchange Financial liability measured at

transactions amortised cost
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1.7 Statutory receivables

Identification

Statutory receivables are receivables that arise from legislation, supporting
regulations, or similar means, and require settlement by another entity in cash
or another financial asset. For CMS, additional disclosure is included in Note 3
of the financial statements.

Carrying amount is the amount at which an asset is recognised in the Statement
of Financial Position.

The cost method is the method used to account for statutory receivables that
requires such receivables to be measured at their transaction amount, plus any
accrued interest or other charges (where applicable) and, less any
accumulated impairment losses and any amounts derecognised.

Nominal interest rate is the interest rate and/or basis specified in legislation,
supporting regulations or similar means.

The transaction amount for a statutory receivable means the amount specified
in, or calculated, levied or charged in accordance with, legislation, supporting
regulations, or similar means.

Recognition
The entity recognises statutory receivables as follows:
+ if the transaction is an exchange transaction, using the policy on Revenue
from Exchange Transactions;
« if the transaction is a non-exchange transaction, using the policy on
Revenue from Non-exchange Transactions (taxes and transfers); or
+ if the transaction is not within the scope of the policies listed in the
above or another Standard of GRAP, the receivable is recognised when
the definition of an asset is met and, when it is probable that the future
economic benefits or service potential associated with the asset will flow
to the entity and the transaction amount can be measured reliably.

Initial measurement
The CMS initially measures statutory receivables at their transaction amount.

Subsequent measurement
The CMS measures statutory receivables after initial recognition using the cost
method. Under the cost method, the initial measurement of the receivable is
changed subsequent to initial recognition to reflect any:

+ interest or other charges that may have accrued on the receivable (where

applicable);
* impairment losses; and
+ amounts derecognised.

Impairment losses
The entity assesses at each reporting date whether there is any indication that
a statutory receivable, or a group of statutory receivables, may be impaired.
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In assessing whether there is any indication that a statutory receivable, or
group of statutory receivables, may be impaired, the entity considers, as a
minimum, the following indicators:
+ Significant financial difficulty of the debtor, which may be evidenced by an
application for debt counselling, business rescue or an equivalent.
+ Itis probable that the debtor will enter sequestration, liquidation or other
financial re-organisation.
+ Abreach of the terms of the transaction, such as default or delinquency in
principal or interest payments (where levied).
+ Adverse changes in international, national or local economic
conditions, such as a decline in growth, an increase in debt levels and
unemployment, or changes in migration rates and patterns.

If there is an indication that a statutory receivable, or a group of statutory
receivables, may be impaired, the entity measures the impairment loss as the
difference between the estimated future cash flows and the carrying amount.
Where the carrying amount is higher than the estimated future cash flows, the
carrying amount of the statutory receivable, or group of statutory receivables,
is reduced, either directly or through the use of an allowance account. The
amount of the loss is recognised in surplus or deficit.

In estimating future cash flows, the CMS considers both the amount and timing
of the cash flows that it will receive in future. Consequently, where the effect of
the time value of money is material, the entity discounts the estimated future
cash flows using a rate that reflects the current risk-free rate and, if applicable,
any risks specific to the statutory receivable, or group of statutory receivables,
for which the future cash flow estimates have not been adjusted.

An impairment loss recognised in prior periods for a statutory receivable is
revised if there has been a change in the estimates used since the last
impairment loss was recognised, or to reflect the effect of discounting the
estimated cash flows.

Any previously recognised impairment loss is adjusted either directly or by
adjusting the allowance account. The adjustment does not result in the carrying
amount of the statutory receivable or group of statutory receivables exceeding
what the carrying amount of the receivable(s) would have been had the
impairment loss not been recognised at the date the impairment is revised. The
amount of any adjustment is recognised in surplus or deficit.

1.8 Leases

Alease is classified as a finance lease if it transfers substantially all the risks
and rewards incidental to ownership. A lease is classified as an operating
lease if it does not transfer substantially all the risks and rewards incidental
to ownership.

Operating leases - lessee

An operating lease is a lease other than finance lease and for the CMS it is
the Operating lease payments are recognised as an expense on a straight-line
basis over the lease term. The difference between the amounts recognised
as an expense and the contractual payments are recognised as an operating
lease asset or liability.
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1.9 Employee benefits
Employee benefits are all forms of consideration given by the CMS in exchange
for services rendered by employees.

A qualifying insurance policy is an insurance policy issued by an insurer that
is not a related party (as defined in the Standard of GRAP on Related Party
Disclosures) of the reporting entity, if the proceeds of the policy can be used
only to pay or fund employee benefits under a defined benefit plan and are not
available to the reporting entity’s own creditors (even in liquidation) and cannot
be paid to the reporting entity, unless either:
+ the proceeds represent surplus assets that are not needed for the policy
to meet all the related employee benefit obligations; or
+ the proceeds are returned to the reporting entity to reimburse it for
employee benefits already paid.

Termination benefits are employee benefits payable as a result of either:
+ an entity’s decision to terminate an employee’s employment before the
normal retirement date; or
+ an employee’s decision to accept voluntary redundancy in exchange for
those benefits.

1.10 Provisions and contingencies
Provisions are recognised when:
+ the entity has a present obligation as a result of a past event;
« itis probable that an outflow of resources embodying economic benefits
or service potential will be required to settle the obligation; and
+ areliable estimate can be made of the obligation.

The amount of a provision is the best estimate of the expenditure expected to
be required to settle the present obligation at the reporting date.

Where the effect of time value of money is material, the amount of a provision
is the present value of the expenditures expected to be required to settle the
obligation.

Where some or all of the expenditure required to settle a provision is expected
to be reimbursed by another party, the reimbursement is recognised when, and
only when, it is virtually certain that reimbursement will be received if the entity
settles the obligation. The reimbursement is treated as a separate asset. The
amount recognised for the reimbursement does not exceed the amount of the
provision.

Provisions are reviewed at each reporting date and adjusted to reflect the
current best estimate. Provisions are reversed if it is no longer probable that an
outflow of resources embodying economic benefits or service potential will be
required, to settle the obligation.

Where discounting is used, the carrying amount of a provision increases in
each period to reflect the passage of time. This increase is recognised as an

interest expense.

A provision is used only for expenditures for which the provision was originally
recognised.
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Provisions are not recognised for future operating surplus.

Contingent assets and contingent liabilities are possible assets and liabilities
whose occurrence depends on whether some uncertain future event occurs or
payment is not probable or the amount cannot be measured reliably. Contingent
assets and liabilities are not recognised. Contingencies are disclosed in Note 21.

I.11 Commitments
ltems are classified as commitments when an entity has committed itself to
future transactions that will normally result in the outflow of cash.

Disclosures are required in respect of unrecognised contractual commitments.
Commitments for which disclosure is necessary to achieve a fair presentation
should be disclosed in a note to the financial statements, if both the following
criteria are met:

+ Contracts should be non-cancellable or only cancellable at significant cost
(for example, contracts for computer or building maintenance services);
and

+ Contracts should relate to something other than the routine, steady,
state business of the entity — therefore salary commitments relating
to employment contracts or social security benefit commitments are
excluded.

1.12 Revenue from exchange transactions

Revenue is the gross inflow of economic benefits or service potential during the
reporting period when those inflows result in an increase in net assets, other
than increases relating to contributions from owners.

An exchange transaction is one in which the entity receives assets or services,
or has liabilities extinguished, and directly gives approximately equal value
(primarily in the form of goods, services or use of assets) to the other party
in exchange.

Fair value is the amount for which an asset could be exchanged, or a liability
settled, between knowledgeable, willing parties in an arm’s length transaction.
The main sources of revenue from exchange transactions are:

+ Accreditation fees: Accreditation fees are fixed tariffs paid by
administrators, managed healthcare organisations and brokers over two
years. Accreditation fees are recognised in the financial period in which
services are rendered.

Appeal fees: Appeal fees are fixed tariffs paid by appellants when
appealing to the Appeal Board . Appeal fees are recognised in the
financial period in which the appeal was raised and services were
rendered.

Levy income: Levies are the amounts paid by medical schemes based on
the number of principal members in a medical scheme during the financial
period. Levies are recognised on an accrual basis in accordance with the
number of principal members in the medical scheme in the period in which
they fall due.

Registration fees: Registration fees relate to the amounts paid by medical
schemes to register or amend their rules. Registration fees are recognised
in the financial period in which they fall due.
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+ Sundry income: All other income received not in the normal operations of
the CMS is recognised as revenue when future economic benefits flow to
the CMS and these benefits can be measured reliably.

Measurement
Revenue is measured at the fair value of the consideration received or
receivable, net of trade discounts and volume rebates. Revenue arising from
the use by others of entity assets yielding interest, royalties and dividends
or similar distributions is recognised when:

+ Itis probable that the economic benefits or service potential associated

with the transaction will flow to the entity, and
+ The amount of the revenue can be measured reliably

Interest is recognised in surplus or deficit, using the effective interest rate
method.

1.13 Revenue from non-exchange transactions
Revenue comprises gross inflows of economic benefits or service potential
received and receivable by an entity, which represents an increase in net
assets.

Conditions on transferred assets are stipulations that specify that the future
economic benefits or service potential embodied in the asset is required to be
consumed by the recipient as specified or future economic benefits or service
potential must be returned to the transferor. Revenue from non-exchange
transactions comprise the following:1. Grant from the Department of Health
which is sometimes conditional or unconditional. 2. Mandatory transfer from
the Department of Higher Education and Training.

Control of an asset arise when the entity can use or otherwise benefit from
the asset in pursuit of its objectives and can exclude or otherwise regulate the
access of others to that benefit.

Exchange transactions are transactions in which one entity receives assets
or services, or has liabilities extinguished, and directly gives approximately
equal value (primarily in the form of cash, goods, services, or use of assets) to
another entity in exchange.

Non-exchange transactions are transactions that are not exchange transactions.
In a non-exchange transaction, an entity either receives value from another
entity without directly giving approximately equal value in exchange, or gives
value to another entity without directly receiving approximately equal value in
exchange.

Restrictions on transferred assets are stipulations that limit or direct the
purposes for which a transferred asset may be used, but do not specify that
future economic benefits or service potential is required to be returned to the
transferor if not deployed as specified.

Stipulations on transferred assets are terms in law or regulation, or a binding
arrangement, imposed upon the use of a transferred asset by entities external
to the reporting entity.
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Transfers are inflows of future economic benefits or service potential from non-
exchange transactions, other than taxes. The CMS receives conditional and
unconditional transfers.The conditional transfer is for the Beneficiary Registry
and Single Exit Pricing List development.The unconditional transfer is utilised
in the operations of CMS.

Recognition

An inflow of resources from a non-exchange transaction recognised as an
asset is recognised as revenue, except to the extent that a liability is also
recognised in respect of the same inflow.

As the entity satisfies a present obligation recognised as a liability in respect
of an inflow of resources from a nonexchange transaction recognised as an
asset, it reduces the carrying amount of the liability recognised and recognises
an amount of revenue equal to that reduction.

Services in-kind

Except for financial guarantee contracts, the entity recognises services in-
kind that are significant to its operations and/or service delivery objectives as
assets and recognises the related revenue when it is probable that the future
economic benefits or service potential will flow to the entity and the fair value of
the assets can be measured reliably.

Where services in-kind are not significant to the entity’s operations and/or
service delivery objectives and/or do not satisfy the criteria for recognition, the
entity discloses the nature and type of services in-kind received during the
reporting period.

1.14 Borrowing costs

Borrowing costs are interest and other expenses incurred by the CMS in
relation to interest on VAT for imported goods which CMS could not pay over
to SARS.

Borrowing costs are recognised as an expense in the period in which they are
incurred.

I.15 Comparative figures

When the presentation or classification of items in the Annual Financial
Statements is amended, prior period comparative amounts are also reclassified
and restated,unless such comparative reclassification and/or restatement
is not required by a Standard of GRAP. The nature and the reason for such
reclassifications and restatements are also disclosed.

Where there are material accounting errors which relate to prior periods , the
correction is made retrospectively as far as is practicable and the prior year
comparatives are restated accordingly. Where there has been a change in the
accounting policy in the current year,the adjustment is made retrospectively as
far as is practicable and the prior year comparatives are restated accordingly.

The presentation and classification of items in the current year is consistent

with prior periods. Where necessary comparative figures have been restated/
reclassified to conform to changes made in the current year.
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.16 Fruitless and wasteful expenditure
Fruitless and wasteful expenditure means expenditure which was made in vain
and would have been avoided had reasonable care been exercised.

Fruitless and wasteful expenditure is accounted for as an expenditure in the
Statement of Financial Performance and where it is recovered, it is accounted
for as revenue in the Statement of Financial Performance.

1.17 Irregular expenditure

Irregular expenditure as defined in Section 1 of the Public Finance Management

Act (PFMA) is expenditure other than unauthorised expenditure, incurred in

contravention of, or not in accordance with a requirement of any applicable

legislation, including:

(@) ThisAct;

(b)  The State Tender Board Act, No. 86 of 1968 or any regulations made in
terms of the Act.; and

(c)  Any provincial legislation providing for procurement procedures in that
provincial government.

National Treasury Instruction Note No.1 of 2018/2019 which was issued
in terms of Sections 76(2)(e) to 76(4)(a) of the PFMA requires the following
(effective from 1 December 2018):

Irregular expenditure that was incurred and identified during the current financial
year and which was condoned before year end and/or before finalisation of
the financial statements must also be recorded appropriately in the irregular
expenditure register.

In such instances, no further action is required with the exception of updating
the note to the financial statements.

Where irregular expenditure was incurred and identified during the current
financial year and for which condonement is being awaited at year end must be
recorded in the irregular expenditure register. No further action is required with
the exception of updating the note to the financial statements.
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Where irregular expenditure was incurred in the previous financial year and is
only condoned in the following financial year, the register and the disclosure
note to the financial statements must be updated with the amount condoned.

Irregular expenditure that was incurred and identified during the current
financial year and which was not condoned by National Treasury or the relevant
authority must be recorded appropriately in the irregular expenditure register.
If liability for the irregular expenditure can be attributed to a person, a debt
account must be created if such a person is liable in law, immediate steps
must thereafter be taken to recover the amount from the person concerned.
If recovery is not possible, the accounting officer or Accounting Authority may
write-off the amount as debt impairment and disclose such in the relevant
note to the financial statements. The irregular expenditure must be updated
accordingly. If the irregular expenditure has not been condoned and no
person is liable in law, the expenditure related thereto must remain against the
relevant programme/expenditure item, be disclosed in the note to the financial
statements and updated accordingly in the irregular expenditure register.

1.18 Budget information

Entities are typically subject to budgetary limits in the form of appropriations or
budget authorisations (or equivalent), which is given effect through authorising
legislation, appropriation or similar.

General purpose financial reporting by an entity shall provide information on
whether resources were obtained and used in accordance with the legally
adopted budget.

The approved budget is prepared on a cash basis and presented by economic
classification linked to performance outcome objectives.

The approved budget covers the fiscal period from 2021-04-01 to 2022-03-31.
The Annual Financial Statements and the budget are not on the same basis of

accounting therefore a comparison with the budgeted amounts for the reporting
period have been included in the Statement of Comparison of Budget and

Actual Amounts.
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.19 Related parties

Arelated party is a person or an entity with the ability to control or jointly control
the other party, or exercise significant influence over the other party, or vice
versa, or an entity that is subject to common control, or joint control.

Control is the power to govern the financial and operating policies of an entity
s0 as to obtain benefits from its activities.

A related party transaction is a transfer of resources, services or obligations
between the reporting entity and a related party, regardless of whether a price
is charged.

Significant influence is the power to participate in the financial and operating
policy decisions of an entity, but is not control over those policies.

Management are those persons responsible for planning, directing and
controlling the activities of the entity, including those charged with the
governance of the entity in accordance with legislation, in instances where they
are required to perform such functions.

Close members of the family of a person are those family members who may
be expected to influence, or be influenced by that person in their dealings with
the entity.

The entity is exempt from disclosure requirements in relation to related party
transactions if that transaction occurs within normal supplier and/or client/
recipient relationships on terms and conditions no more or less favourable than
those which it is reasonable to expect the entity to have adopted if dealing
with that individual entity or person in the same circumstances and terms and
conditions are within the normal operating parameters established by that
reporting entity’s legal mandate.

Where the entity is exempt from the disclosures in accordance with the above,
the entity discloses narrative information about the nature of the transactions
and the related outstanding balances, to enable users of the entity’s financial
statements to understand the effect of related party transactions on its Annual
Financial Statements.
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1.20 Events after reporting date
Events after the reporting date are those events, both favourable and
unfavourable, that occur between the reporting date and the date when the
financial statements are authorised for issue. Two types of events can be
identified:
+ those that provide evidence of conditions that existed at the reporting date
(adjusting events after the reporting date); and
+ those that are indicative of conditions that arose after the reporting date
(non-adjusting events after the reporting date).

The entity will adjust the amount recognised in the financial statements to
reflect adjusting events after the reporting date once the event has occurred.

The entity will disclose the nature of the event and an estimate of its financial
effect or a statement that such estimate cannot be made in respect of all
material non-adjusting events, where non-disclosure could influence the
economic decisions of users taken on the basis of the financial statements.
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Notes to the Annual Financial Statements
for the year ended 31 March 2022

O

2. New standards and interpretations
2.1 Standards and interpretations effective and adopted in the current year

In the current year, the entity has adopted the following standards and interpretations that are effective for the current financial year and that are relevant to its
operations:

+ GRAP 1 - Presentation of Financial Statements

+ GRAP 2 - Cash Flow Statement

+ GRAP 3 - Accounting Policies, Change in Accounting Estimates and Errors
+ GRAP 5 - Borrowing Costs

GRAP 9 - Revenue from Exchange Transactions

GRAP13 - Leases

GRAP14 - Events after the Reporting Date

GRAP17 - Property, Plant and Equipment

GRAP19 - Provisions, Contingent Liabilities and Contingent Assets
GRAP 20 - Related Party Disclosures

GRAP 21 - Impairment of Non-cash Generating Assets

GRAP 23 - Revenue from Non-exchange Transactions

GRAP 24 - Presentation of Budget Information in Financial Statements
GRAP 25 - Employee Benefits

GRAP 31 - Intangible Assets

GRAP 104 - Financial Instruments

GRAP 108 - Statutory Receivables

2.2 Standards and interpretations issued, but not yet effective

The entity has not applied the following standards and interpretations, which have been published and are mandatory for the entity’s accounting periods beginning
on or after 1 April 2022 or later periods:

Effective date:
Standard/Interpretation Years beginning on or after | Expected impact

GRAP 25 (as revised 2021): Employee Benefits 1 April 2025 Unlikely there will be a

material impact
GRAP 104 (amended): Financial Instruments 1 April 2025 Unlikely there will be a

material impact
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Notes to the Annual Financial Statements

(continued)
for the year ended 31 March 2022

O

3. Receivables from exchange transactions
I N -
R’000 R’000
Accounts receivable 410 7 442
Sundry debtors 2275 2563
Prepaid expenses 1527 1938

4212 11943

Statutory receivables included in receivables from exchange transactions above are as follows:

2022 2021
R’000 R’000

Rule amendments in terms of Regulation 31 of the Medical Schemes Act, No.131 of 1998 159 120
Inspection costs recoverable from inspected schemes in terms of Regulation 4B of the Financial Sector Regulation
Act, No. 9 of 2017 969 969
Penalties in terms of Section 66 of the Medical Schemes Act, No. 131 of 1998 251 251
Levies in terms of the Council for Medical Schemes Act, No. 58 of 2000 - 7072
1379 8412
Other financial asset included in receivables from exchange transactions above are prepaid expenses and interest
receivable 2833 1938
Total receivables from exchange transactions 4212 11 943
P
Accounts receivable ageing R’000 R’000 R’000 R’000 R’000 R’000
Accounts receivable 63 18 3 16 - 310
Subtotal 63 18 3 16 - 310
63 18 3 16 - 310

Part of receivables from exchange transactions are the following: Sundry debtors of R1 275 000 (Inspection fees of R969 000 over 120 days, legal fees recovered
of R298 895 current, appeal fees receivable of R2 800 current and interest receivable of R4 180 current).

4. Cash and cash equivalents

2022 2021
R’000 R’000

Cash and cash equivalents consist of:

Cash on hand - 2
Bank balances 5305 3077
CPD account 12796 2077

18 101 5156
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Notes to the Annual Financial Statements

(continued)
for the year ended 31 March 2022

Property, plant and equipment

Accumulated Accumulated

Cost depreciation Carrying value depreciation Carrying value

R’000 R’000 R’000 R’000 R’000
Furniture and fixtures 8435 (5209) 3226 8542 (4910) 3632
Motor vehicles 470 (377) 93 470 (352) 18
Computer equipment 17 569 (13 561) 4008 16738 (12 645) 4093
Computer software 2163 (2 060) 103 2163 (2 036) 127
Leasehold improvements 11980 (10 447) 1533 11980 (9173) 2807
Other fixed assets 789 (552) 237 789 (5086) 283
Total 41 406 (32 206) 9200 40 682 (29 622) 11 060

Reconciliation of property, plant and equipment — 2022

Opening

balance Additions Depreciation

R’000 R’000 R’000
Furniture and fixtures 3632 - (406) 3226
Motor vehicles 118 - (25) 93
Computer equipment 4093 831 (916) 4008
Computer software 127 - (24) 103
Leasehold improvements 2807 - (1274) 1533
Other fixed assets 283 - (46) 237
11 060 831 (2 691) 9200

Reconciliation of property, plant and equipment — 2021
Opening

balance Additions Disposals Depreciation

R’000 R’000 R’000
Furniture and fixtures 4238 - - (606) 3632
Motor vehicles 144 - - (26) 118
Computer equipment 4299 813 (15) (1004) 4093
Computer software 156 - - (29) 127
Leasehold improvements 4082 - - (1275) 2807
Other fixed assets 329 - - (46) 283

13 248 813 (15) (2 986) 11 060
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Notes to the Annual Financial Statements

(continued)
for the year ended 31 March 2022

6. Intangible assets

Accumulated Accumulated

amortisation amortisation

and and
accumulated Carrying accumulated Carrying
Cost impairment value impairment value
R’000 R’000 R’000 R’000 R’000
Developed software 2977 (1885) 1092 2977 (1708) 1269
Acquired software 3096 (2 440) 656 2449 (2395) 54
Total 6073 (4 325) 1748 5426 (4103) 1323

Reconciliation of intangible assets — 2022

Opening

balance Additions Amortisation Total

R’000 R’000 R’000 R’000

Developed software 1269 - (177) 1092
Acquired software 54 647 (45) 656
1323 647 (222) 1748

Reconciliation of intangible assets — 2021

Opening
balance Additions Amortisation Total
R’000 R’000 R’000 R’000

Developed software 1269
Acquired software 78 - (24) 54
1447 119 (243) 1323
7. Payables from exchange transactions
2021
2022 Restated
R’000 R’000
Account payables 7322 16 031
Income received in advance 1722 1721
Accrual for leave pay 3804 3554
Accruals 9099 17177
21947 38483
N N
Account payables ageing R’000 R’000 R’000 R’000 and over
Subtotal 6122 167 - - 1037

Included in the account payables is an amount of R2 743 854 for PAYE still to be paid, tea club, employee wellness and medical aid.
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Notes to the Annual Financial Statements

(continued)
for the year ended 31 March 2022

8. Provisions — Long service awards

Reconciliation of provisions — 2022

Utilised Reversed
Opening during the during the

balance Additions year year
R’000 R’000 R’000 1]

Provision for long service award 6010 5186 (497) (5513) 5186

Reconciliation of provisions — 2021

Utilised Reversed

Opening during the during the
balance Additions year year Total
R’000 R’000 R’000 R’000 R’000
Provision for long service award 2005 6010 (1155) (850) 6010
2022 2021
R’000 R’000
Non-current liabilities 4750 5516
Current liabilities 436 494
5186 6010

Employees receive long service awards in intervals of 10 years. The provision for long service award represents management’s best estimate of the CMS’ liability at
year-end for current employees in service.The calculation is based on the current employee’s salary factored by the number of years in service until the award falls
due. This is factored by the expectancy rate of employees being in service after 10 years, based on historic information.

9. Operating lease asset (accrual)
R’000 R’000
Non-current liabilities (649) (4757)
Current liabilities (4 108) (2870)
(4 757) (7 627)
Operating lease commitment
Within one year 15798 14 560
In second to fifth year inclusive 2677 18 475
18 475 33035

The CMS entered into a renewable 10-year lease agreement which commenced on 1 June 2013 and will terminate on 31 May 2023 and which provides for an
escalation of 8.5% per annum. In conjunction with the first lease, a second lease was entered into to start in June 2014 for additional space in the existing building
with the same terms as the first lease agreement. In conjunction with first lease, a third lease was entered into to start in October 2015 for additional space in the
existing building with the same terms as the first lease agreement. The CMS also contracted to have the option to purchase the office building.
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Notes to the Annual Financial Statements

(continued)
for the year ended 31 March 2022

/0. Financial instruments disclosure

Categories of financial instruments

O

At amortised cost Total
R’000 R’000

Financial assets

Trade and other receivables from exchange transactions 2685 2685

Cash and cash equivalents 18 101 18 101

Security deposit 3975 3975
24761 24761

Financial liabilities

Trade and other payables from exchange transactions 16 421 16 421

At amortised cost Total
R’000 R’000

Financial assets

Trade and other receivables from exchange transactions 10 005 10 005

Cash and cash equivalents 5156 5156

Security deposit 3845 3845
19 006 19 006

Financial liabilities

Trade and other payables from exchange transactions 33208 33208
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Notes to the Annual Financial Statements

(continued)
for the year ended 31 March 2022

I'l. Revenue

2022 2021
R’000 R’000

Accreditation fees 7624 6 868
Government transfers: Department of Health 6212 6530
Appeal/lnspection fees recovered 3 370
Interest received - investment 1978 1633
Legal fees recovered 1150 3798
Levy income 170 035 164 162
Mandatory transfer: Department of Higher Education and Training 16 136
Registration fees 467 450
Sundry income 1265 1579

188 750 185 526

The amount included in revenue arising from non-exchange transactions is as follows:

2022 2021
R’000 R’000

Accreditation fees 7624 6 868
Levy income 170 035 164 162
Registration fees 467 450
Sundry income 1265 1579
Legal fees recovered 1150 3798
Appeal/lnspection fees recovered 3 370
Interest received — investment 1978 1633

182 522 178 860

The amount included in revenue arising from non-exchange transactions is as follows:

2022 2021
R’000 R’000

Transfer revenue

Government transfers: Department of Health 6212 6530

Mandatory transfer: Department of Higher Education and Training 16 136
6228 6666

I2.  Other provisions

2022 2021
R’000 R’000

Provisions for court cases 1010 1010

These are provisions for court cases that have been finalised but costs still to be determined by Tax Master.
13. Unspent conditional grants and receipts
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Notes to the Annual Financial Statements

(continued)
for the year ended 31 March 2022

2022 2021
R’000 R’000

Grant received from Department of Health
Conditional grant received 2080 2080

The CMS received grants in the amount of R2 556 000 in 2015/16 and R1 613 000 in 2016/17 with a condition to complete:
a) Development and maintenance of Medicines Pricing Registry.
b) Development and maintenance of Beneficiary Registry for medical schemes members.

There is still no movement on the conditional grant pending discussions and firm direction from NDoH as schemes are still not willing to share their ‘beneficiaries’
data with CMS.

I4.  Administrative expenses

2021

2022 Restated

R’000 R’000

Bank charges 55

Building expenses 1811 1794
General administrative expenses 611 638
Insurance 785 658
Printing and stationery 199 216
Refreshments - 14
Rent 11676 11701
Rent - Operating expenses 3003 2755
Rental copiers 401 401
Security 541 515
Subscriptions 357 618
Telecommunication expenses 6764 7826
26 203 27189

Included in the general administrative expenses above are the repairs and maintenance costs disclosed below:

2021
2022 Restated
R’000 R’000
Repairs and maintenance costs 411 379

I5.  Auditors’ remuneration

2022 2021
R’000 R’000

External audit 829 1092
Internal audit 1132 1491
1961 2583

I6.  Operating expenses
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Notes to the Annual Financial Statements

(continued)
for the year ended 31 March 2022

2021

2022 Restated

R’000 R’000
Committee remuneration 359 417
Consulting 6445 6205
Council members’ fees 3967 2797
Inspection costs 585 1853
Labour costs 990 3150
Legal fees 8372 23 341
Media and Promotions 425 303
Knowledge management 1707 1390
Postage and courier 8 13
Printing and publication 365 651
Transcription 18 3
Travel - local 146 68
Venue and catering 14 26
23 396 40 217

I7.  Staff costs

2021

Restated

R’000

Employee benefits 3226 3290
Employee wellness 182 193
Recruitment and relocation 544 337
Salaries 102 504 109 387
Staff training 1016 886
Temporary staff 2103 2109
Workmen's compensation 569 569
110 144 116 771

Total number of employees 116 13
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Notes to the Annual Financial Statements

(continued)
for the year ended 31 March 2022

I8.  Provision for doubtful debt

2022 2021
R’000 R’000

Debt impairment - 291

A debt relating to statutory receivables in respect of Genesis former Board of Trustees was raised in the 2013/14 financial year. After the court award in favour of
CMS, the Genesis former Board of Trustees were ordered to pay the CMS legal costs of R291 000. Several unsuccessful attempts were made by the CMS legal
unit to recover the debt. After it was apparent recoverability was not feasible, management decided to raise a doubtful debt provision in the 2020/21 financial year.

This amount was written off in the 2021/22 financial year in terms of CMS finance policy.

19.  Operating surplus

The CMS disposed of some assets during the year with proceeds of R4 130

2022 2021
R’000 R’000

Gain on disposal of assets 4 17

20.  Cash generated from operations

2022 2021
R’000 R’000

Surplus/(deficit) 24137 (4 785)
Adjustment for:
Depreciation and amortisation 2913 3226
(Gain) on sale of assets (4) (17)
Debt impairment - 291
Movements in operating lease assets and accruals (2 870) (1718)
Movements in provisions (824) 4005
Changes in working capital:
Receivables from exchange transactions 7731 (5842)
Payables from exchange transactions (16 536) 9814
14 547 4974
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Notes to the Annual Financial Statements

(continued)
for the year ended 31 March 2022

O

21.  Contingencies

21.1.  Contingent liabilities

21.1.1 The two former General Managers and the former late CFO whose contracts with CMS expired on 31 March 2020 and were not renewed referred a
dispute of legitimate expectation of renewal of their fixed term contracts to CCMA. They received the award in their favour and the CCMA and CMS have since
referred the matter to the Labour Court for review. The amount of the award is estimated at R5 536 962. Another General Manager referred an unfair dismissal
dispute to the CCMA and he received an award in his favour. The CMS had since referred the matter to the Labour Court for review. The amount of the award is
estimated at R2 835 000 however, it was impracticable to estimate the outcome probability for these cases in the Labour Court.

21.1.2 The former communications manager referred an unfair dismissal dispute against her to the CCMA which was further referred to the Labour court of
which the cost and outcome probability was impracticable to estimate.

21.1.3 The former network manager referred an unfair dismissal dispute against him to the CCMA of which the costs and outcome probability was impracticable
to estimate. This dispute was later referred to the Labour Court.

21.1.4 The knowledge management manager referred an unfair labour practice dispute regarding a grading exercise which he lost at CCMA to the Labour Court
for review. It was impracticable to determine the cost estimate and outcome probability in both of these cases.

21.1.5 The following cases are still ongoing in courts of which the judgements are still pending and it is impracticable to estimate their outcome probability:
The CMS vs Medihelp Inspection challenge;

The CMS vs Mokoditoa S59 challenge;

CMS vs HFA ( undesirable Business Practices);

CMS vs BP Medical Society (Curatorship);

Optivest vs CMS (challenge on powers of Registrar;

Discovery Medical Scheme vs CMS. (lllegal vouchers);

Three sixty appeal (appeal on refusal of exemption);

Ossa appeal (appeal of Section 43 enquiry);

Bankmed appeal (appeal of Registrar’s decision to reject the registration of a rule);

CMS/Discovery Holdings accreditation (appeal on the imposition of condition for DHMS to be accredited as an administration service provider);
LCBO cases (appeals in respect of Circular 80 and 82 to abolish primary healthcare products); and

The CMS/Leroux vs Genesis Medical Scheme. The cost is estimated at an amount of R431 394.72.

21.2 Contingent assets

The following cases are pending before various fora and it is impractical to estimate their outcome probability:
+ The CMS vs Government Employees Medical Scheme. The cost is estimated at an amount of R4 122 660.20;
+ The CMS vs Medihelp Medical Scheme. The cost is estimated at an amount of R1 641 625; and
+ CompCare vs Registrar and CMS name change. The cost to be determined by the Tax Master.
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Notes to the Annual Financial Statements

(continued)
for the year ended 31 March 2022

O

22.  Related parties

Relationships
Executive Authority: The Executive Authority as defined in Section 1 of the PFMA, is the Minister of Health, as the CMS falls under the portfolio
of the Department of Health.

Accounting Authority: Council, as defined in Section 49 of the PFMA, is the controlling body of the CMS, Council members, who are appointed
by the Minister of Health, control the financial and operating activities of the CMS.

Executive Management: In terms of Section 8(a) of the Medical Schemes Act, No.131 of 1998, Council shall appoint such staff as the Council may
deem necessary to employ, to assist Council in the performance of its functions and execution of its duties.

Related party balances

I -]
R’000 R’000

Transfer paid to/(received from) related parties

Department of Health (6212) (6 530)
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Notes to the Annual Financial Statements

(continued)
for the year ended 31 March 2022

23.  Remuneration of management
Executive — 2022

Acting
Performance allowance
management and other
R’000 R’000
Chief Executive and Registrar — Dr S Kabane 2645 247 - 2892
Chief Financial Officer — Ms A Zinja 1800 - - 1800
Chief Information Officer — Mr E Tlhako 1601 - - 1601
General Manager: Complaints and adjudication — Ms T Phaswane
(Resigned 31 October 2021) 786 153 17 956
General Manager: Research and Monitoring — Mr M Willie 1 846 177 - 2023
Executive Manager: Office of the Chief Executive and Registrar —
Mr R Sadiki 1939 152 - 2091
10 617 729 17 11 363

The performance bonuses related to the 2019/20 financial year but were paid in the 2021/22 financial year. There was a moratorium on bonus payments until the
2021/22 financial year.

Executive — 2021

Acting

allowance

and other

R’000
Chief Executive and Registrar — Dr S Kabane 2569 - 2569
Chief Financial Officer — Ms A Zinja (from 1 November 2020) 718 - 718
Chief Information Officer — Mr E Tlhako 1601 - 1601
General Manager: Complaints and Adjudication — Ms T Phaswane 1514 133 1647
General Manager: Research and Monitoring — Mr M Willie 1636 - 1636
Executive Manager: Office of the Chief Executive and Registrar — Mr R Sadiki 1527 - 1527
9 565 133 9698
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Notes to the Annual Financial Statements

(continued)
for the year ended 31 March 2022

Non-executive — 2022

Members’ fees Total
R’000 R’000

Dr T Mabeba 514 514
Dr P Mbava 132 132
Mr M Maimane 305 305
Dr M Makiwane 730 730
Mr M Mabalane 149 149
Dr L Mkansi 216 216
Dr H Mukhari 468 468
Mr L Mulaudzi 16 16
Mr N Raheman 142 142
Dr S Naidoo 470 470
Dr X Ngobese 148 148
Ms D Terblanche 677 677

3967 3967

Non-executive — 202 |

Members’ fees Total
R’000 R’000

Adv. R Gaoraelwe 180 180
Adv. H Kooverjie 13 13
Dr MS Mabela 130 130
Dr T Mabeba 81 81
Ms M Maboye 284 284
Dr P Mbava 58 58
Mr M Maimane 424 424
Dr M Makiwane 432 432
Mr M Mabalane 43 43
Dr L Mkhansi 82 82
Dr H Mukhari 58 58
Mr L Mulaudzi 74 74
Mr N Raheman 79 79
Dr S Naidoo 58 58
Dr X Ngobese 81 81
Ms D Terblanche 470 470
Mr | Vanker 51 51
Mr M J van der Walt 99 99

2797 2797
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Notes to the Annual Financial Statements

(continued)
for the year ended 31 March 2022

23.  Remuneration of management (continued)
Independent Audit and Risk Committee members’ remuneration — 2022

Fees for services
as a member of

Audit and Risk
Committee
R’000

Mr L Matshekga 225 225
Ms S Mzizi 75 75
Ms EM Pillay (contract ended on 26 November 2021) 58 58

358 358

Independent Audit and Risk Committee members’ remuneration — 202 |

Fees for services
as a member of

Audit and Risk

Committee

R’000
Mr L Matshekga 285 285
Ms S Mzizi 70 70
Ms EM Pillay 62 62
417 417
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Notes to the Annual Financial Statements

(continued)
for the year ended 31 March 2022

24.  Risk management

Financial risk management
The entity’s activities expose it to a variety of financial risks: liquidity risk, credit risk and market risk (including cash flow interest rate risk).

Liquidity risk
The entity’s risk in relation to liquidity is a result of payment of its payables. These payables are all due within the short-term. The CMS manages its liquidity risk by
holding sufficient cash in its bank account, supplemented by cash available in the CPD account of R12 796 296 as at 31 March 2022.

Credit risk
Credit risk consists mainly of cash deposits, cash equivalents, derivative financial instruments and trade debtors. The entity only deposits cash with major banks with
high quality credit standing and limits exposure to any one counterparty.

Trade receivables comprise a widespread customer base. Management evaluates credit risk relating to customers on an ongoing basis.
Market risk
Interest rate risk

The entity invests surplus funds in the CPD account. The interest rates on this account fluctuate in line with movements in money market rates. The impact on
investment revenue of a percentage shift would be a maximum increase/decrease of R17 962.

25.  Fruitless and wasteful expenditure

2022 2021
R’000 R’000

Opening balance as previously reported 567 608
Penalty waived during the year - (280)
Opening balance as restated 567 328
Add: Expenditure identified — current - 239
Less: Amount written off — current (239) -
Closing balance 328 567

The R239 000 in relation to interest and penalties on late payment of VAT on imported services was remitted by SARS.
During the 2021/22 financial year, there was an audit matter relating to the use of National Treasury daily rates instead of hourly rates for the compensation of related

parties. This matter may result in possible fruitless and wasteful expenditure. Management has initiated a process of investigating the matter as required by the
National Treasury Fruitless and Wasteful Expenditure Framework.
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Notes to the Annual Financial Statements

(continued)
for the year ended 31 March 2022

26.  lIrregular expenditure

2022 2021
R’000 R’000

Opening balance 64 095 59 184
Correction of prior period error 3876 404
Opening balance 67 971 59 588
Add: Irregular expenditure — current 2799 5379
Add: Irregular expenditure - prior period - 3472
Less: Amounts condoned — current (12 969) (468)
Closing balance 57 801 67971

Opening balances have been amended due to irregular expenditure related to the previous financial year but discovered in the current financial period. This is in line
with the irregular expenditure framework as published by National Treasury. Also refer to Note 29.

Irregular expenditure amounting to R14 549 000 was submitted for condonation to National Treasury. The application was successful and R12 969 000 of the
submitted amount was condoned by National Treasury.

In the current year, the CMS incurred irregular expenditure of R476 000 due to extension of scope of work by more than 15% without prior approval.
Afurther R256 000 irregular expenditure relates to awards without following proper processes.
Irregular expenditure amounting to R507 000 relates to non-compliance of Section 51 of PFMA.

The CMS also incurred irregular expenditure of R1 561 000, in establishing a panel of lawyers in prior years, CMS did not go through a bidding process as required
for all procurement above R500 000.

Details of irregular expenditure

2022 2021
R’000 R’000

Bid awarded without following correct procedures 256 319
More than 15% extension 476 540
Bid awarded to lawyers whose panel was not established through a bidding process 1561 5001
Non-compliance with S51 of PFMA 507 2991

2800 8 851

During the 2021/22 audit, there was an audit matter relating to the use of incorrect National Treasury category rates for the compensation of related parties. The
matter may result in possible irregular expenditure. Management has initiated a process of investigating the matter as required by the National Treasury Irregular
Expenditure Framework.

27.  Security deposits

2021
2022 Restated
R’000 R’000

Invested amount 3975 3847

This amount comprises R2 835 000 and R1 000 000 relating to a CCMA award for one former General Manager and three other former General Managers
respectively. The CMS has placed these funds into a security deposit account as mandated by S145 of Labour Relations Act.
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Notes to the Annual Financial Statements

(continued)
for the year ended 31 March 2022

28 Finance costs
2021
2022 Restated
R’000 R’000
Late payment of tax - 51

The CMS did not account for VAT implication on imported services in the prior year, as required in terms of the VAT Act. Imported services refer to the supply of services
by a supplier who is not a resident of South Africa or who carries on business outside South Africa, to a recipient who is a resident of South Africa, where such services
are utilised or consumed in South Africa for non-taxable services. As a result the CMS incurred finance costs on late payment of VAT on imported services.

29.  Change in estimate

Property, plant and equipment

The CMS has reassessed the useful lives of property, plant and equipment and intangible assets which resulted in certain assets’ remaining useful lives to change
to reflect the actual pattern of service potential derived from the assets. The effect of the change in accounting estimate has resulted in a decrease in depreciation
and amortisation for the current period amounting to R295 036 and R71 538 respectively. The impact of the adjustment in future periods could not be ascertained.

Current Revised

Cost price depreciation depreciation Difference

Category R’000 R’000 R’000 R’000
Computer equipment 82930 1026 878 (135)
Computer software 506 28 23 (5)
Intangible assets 979 53 43 (10)
Internally developed software 2755 242 180 (61)
Other assets 579 44 46 R
Office equipment 1475 139 142 (3)
Furniture and fittings 5848 403 250 (153)
95071 1935 1562 (367)
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Notes to the Annual Financial Statements

(continued)
for the year ended 31 March 2022

30.  Prior period errors

A prior period error was identified in relation to transactions accounted for in the 2021/22 financial year where the activities occurred in the 2020/21 financial year.

A prior period error was identified in relation to salary adjustments implemented in the current financial period which should have been implemented in the 2020/21
financial period.

The correction of the error results in an adjustment as follows:

2022 2021
R’000 R’000

Increase in legal fees in March 2021 - 384

Increase in accruals in March 2021 - (384)
Increase in subscription in March 2021 - 160

Increase in accruals in March 2021 - (160)
Increase in consulting fees in March 2021 - 76

Increase in accruals in March 2021 - (76)
Increase in Salaries in March 2021 - 491

Increase in accruals in March 2021 - (491)
Increase in legal fees recovered in March 2021 - (101)
Increase in receivables (sundry) in March 2021 - 101

Increase in legal fees recovered in March 2021 - (750)
Increase in receivables (sundry) - 750
Increase in provision in March 2021 - (820)
Increase in legal fees in March 2021 - 820
Increase provision in March 2020 - (190)
Increase in legal fees in March 2020 - 190
Increase in legal fees recovered in March 2020 - (739)
Increase in receivables (sundry) in March 2020 - 739
Increase in salaries in March 2021 - 3354
Increase in long service award provision in March 2021 - (3354)
Increase in irregular expenditure March 2021 - 3876

The prior period error adjustment in relation to expenses above amounted to R5 475 000.
The prior period error adjustment in relation to revenue above amounted to R1 590 000.

The prior period error adjustment in relation to irregular expenditure amounted to R3 876 000.

31.  Events dfter the reporting date
Irregular expenditure amounting to R14 549 000 was submitted for condonation during the year to National Treasury. R12 969 000 of this amount was condoned
by National Treasury.
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I. Financial Soundness of Medical Schemes

O

This section provides a snapshot view of the medical scheme industry’s financial performance and soundness.
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Figure F1: A snapshot of the industry — financial performance

Medical scheme membership increased slightly (by 48 887 beneficiaries) during 2021, to end the year with 8.95 million beneficiaries.

In 2021, a total of R204.69 billion was collected in risk contributions from members (2020: R199.08 billion), and expenditure on relevant healthcare services was

reported at R186.15 billion (2020: R162.00 billion).

On average, medical schemes incurred an increased claims experience compared to 2020. A release of pent-up demand in the utilisation of services was noted. As
such, the claims ratio increased from 81.38% in 2020 to 90.94% in 2021, resulting in a net healthcare result of R820.52 million (2020: R19.93 billion).
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Figure F2 compares the seasonality of claims during 2019, 2020 and 2021.
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Figure F2: Claims seasonality: past 3 years

Figure F3 illustrates the reliance placed by medical schemes on investment income to maintain and grow their reserves.
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Figure F3: Reliance on investment income

The financial market rebounded in 2021, resulting in an increased investment income compared to 2020. The investment income positively contributed towards a
net surplus of R12.18 billion in 2021, compared to a net healthcare result of R820.52 million. In 2020 a net surplus of R24.84 billion was incurred (a net healthcare

result of R19.93 billion).

The increased investment yields had a positive effect on the overall reserving of medical schemes — the Regulation 29 reserves increased by 7.91% and the
solvency by 4.73% to 2021’s R105.66 billion and 46.73% respectively.
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Figure F4: A snapshot of the industry — solvency
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Figure F5: A snapshot of the industry — for every R100 received

Figure F5 illustrates that for every R100 received in 2021, R90.94 was spent on claims, R8.66 was spent on non-healthcare expenditure, and R0.40 was allocated
to reserves. Medical schemes generally price their products to break even on a net healthcare result level.
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I.I Solvency
Figure F6 shows that the medical scheme industry is financially sound; the industry solvency level of 46.73% exceeds the minimum required solvency level of
25.00%.

The open scheme industry’s solvency level has been stable over the past decade, reaching a solvency level of 39.61% at the end of 2021.

The restricted scheme solvency level is mainly affected by the performance of the Government Employee Medical Scheme (GEMS). As such, the overall restricted
scheme market reported improved solvency of 52.48% in 2020, from 38.06% in 2017. Solvency of 56.15% was noted at the end of 2021.
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Figure F6: Industry solvency level for all medical schemes: 2017-2021

.2 Schemes under close monitoring

Medical schemes that fall short of the statutory minimum solvency level of 25% must notify the CMS of the underlying causes of failure and the corrective action to
be undertaken. Such schemes are then closely monitored by the CMS. As at 31 December 2021, two medical schemes were below the minimum statutory solvency
requirement of 25% (ICU schemes) — one open and one restricted scheme.

Open medical schemes experienced an increase in their solvency, from 38.72% at the end of December 2020 to 39.61% at the end of December 2021. In total,
there were 4 835 649 beneficiaries in the open scheme market (December 2020: 4 831 121), of which 0.58% (28 255) were in schemes not meeting the prescribed
minimum solvency requirement (December 2020: 1.08% or 52 056 beneficiaries).

The solvency ratio for all restricted schemes increased by 6.99%, from 52.48% as at 31 December 2020, to 56.15% as at 31 December 2021. The restricted scheme
market had 4 109 404 beneficiaries (31 December 2020: 4 065 045) of which 0.63% (25 905) were in schemes not meeting the prescribed minimum solvency
requirement (December 2020: 0.74% or 30 211 beneficiaries).

Other reasons for schemes being closely monitored could include governance-related concerns or that the scheme has high non-healthcare expenditure levels.
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Figure F7 depicts solvency trends for the last three years, for schemes below 25%, as at 31 December of the relevant year.
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Figure F7: Schemes with solvency levels below 25%

+ Spectramed fell below the minimum statutory solvency level of 25% in 2018. The scheme amalgamated with Resolution Health Medical Scheme, effective

1 January 2019; the amalgamated entity is now known as Health Squared Medical Scheme. The scheme reported a solvency level of 6.04%, a significant
decrease from 17.32% in 2020. The scheme’s claims experience increased significantly from 89.92% in 2020 to 102.89% in 2021. The scheme’s average age of
47.09 years (pensioner ratio of 25.93%) at the end of 2021 exceeds the open scheme industry average of 35.51 years (pensioner ratio of 10.98%). The CMS holds
monitoring meetings with the Board of Trustees (BoT) regularly and the scheme submits monthly management accounts (Refer to page 13 in this report).
Transmed Medical Fund (Transmed) reported a solvency ratio of 19.72%, a decrease from 22.37% in the previous year. A business plan was submitted by the
scheme and approved by the CMS. Transmed remained under close monitoring in the year under review and attended regular monitoring meetings with the
CMS to discuss progress against turnaround plans.

2. Medical Schemes, Benefit Options and
Consolidation Trends

2.1  Member contribution increases for 2022

The average gross contribution increases for all medical schemes in 2022 was 3.6%. On average, restricted medical schemes implemented a 2.3% contribution
increases, while open medical schemes increased contributions by 4.6%. The gross contribution increase is based on the actual number of principal members as
well as adult and child dependants.

Table 57 reflects a summary of the average medical scheme contribution increases implemented from 1 January 2022 based on the medical scheme submission

on benefit changes and contribution increases for the 2022 benefit year. Some medical schemes opted to defer the effective date of contribution increase to
01 April 2022 or even later date in the year, providing much needed financial relief to members amid the economic hardship brought by the COVID-19 pandemic.

Table 57: Average gross contribution increases for 2022

Principal Member % ‘ Adult Dependent % ‘ Child Dependent % ‘ Family %
Restricted schemes 1.7% 3.5% 2.7% 2.3%
Open schemes 4.5% 4.8% 4.8% 4.6%
All schemes 3.4% 4.3% 3.7% 3.6%
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Table 58: Average monthly gross contribution for 2022, as measured in Rands

Principal Member R Adult Dependent R Child Dependent R Family R
Restricted schemes 2758.87 2350.41 975.99 4733.15
Open schemes 2906.51 2492.71 988.93 4695.78
All schemes 2849.58 2440.78 982.34 4710.19

The average risk contribution increases for all medical schemes in 2022 was 3.6%. The comparative increase implemented by restricted medical schemes was 2.5%
relative to a 4.5% increase for open medical schemes. The risk contribution is equal to the total contribution paid, less the amount allocated to a savings account
for a beneficiary.

Table 59: Average risk contribution increases for 2021/2022 benefit and contribution review period

Principal Member % Adult Dependent % Child Dependent % Family %
Restricted schemes 1.9% 3.7% 2.9% 2.5%
Open schemes 4.4% 4.7% 4.8% 4.5%
All schemes 3.3% 4.3% 3.7% 3.6%

2.2 Medical scheme contribution increases relative to consumer inflation

The contribution rate increases reflected in Figure F8 show that, on average, contribution rates across the industry were up by 3.6% in 2022. According to inflation
forecast of the South African Reserve Bank as per the July Monetary Policy Statement (MPC), the Consumer Price Index (CPI) is projected to average 6.5% in 2022.
While annual contribution increase has consistently surpassed CPI, the actual average contribution increase rate of 3.6% for the 2022 benefit year is 2.9% below the
projected average CPI rate of 6.5%. For the second consecutive year, the industry has implemented contribution increases below CPI. South Africa does not have
an official medical price index. Consequently, the CMS uses the CPI as a proxy measure for affordability of contribution increases.

Like in the previous 2021 benefit year, the lower than CPI contribution increases is mainly due to a concerted effort between the CMS and the industry aimed at
providing financial relief to members grappling with the adverse economic effects induced by the COVID-19 pandemic.
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Figure F8: Medical scheme contribution increases and inflation: 2011-2022

Note: Average CPI is the average change in the Consumer Price Index year-on-year
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2.3 Medical schemes, benefit options and consolidation trends
In March 2022, the CMS published a list of all 72 registered medical schemes and their contact details in the Government Gazette, as required in Section 25 of the
MSA. No new medical schemes were registered during the period under review.

Amalgamated schemes

During the period under review, there were three amalgamations in the industry. Discovery Health Medical Scheme merged with Quantum Medical Scheme with
effect from 1 August 2021; Sizwe Medical Fund and Hosmed Medical Scheme amalgamated effective 1 November 2021, with the merged entity changing its name
to Sizwe Hosmed Medical Scheme; and Bonitas Medical Fund and Nedgroup Medical Aid Scheme amalgamated from 1 January 2022.

Benefit options

As at March 2022, the total number of registered benefit options decreased from 246 to 236 comprising 110 options in open schemes and 126 options in restricted
schemes. These options exclude the 72 efficiency discount options (EDOs) that are part of the individual options registered. The number of EDOs in the restricted
schemes increased from 13 to 17, while EDOs in open schemes decreased marginally from 56 to 55, resulting in a total of 72 registered EDOs.

Table 60: Registered benefit options as of March 2022

Classification of Medical Scheme Open Scheme Options Restricted Scheme Options
Options registered as at 31 March 2021 169 146 315
Less: Efficiency Discount Options (EDOs) -56 -13 -69
Options registered as at 31 March 2021 (excluding EDOs) 13 133 246
New options - non-EDO 1 1 2
New options - EDO 2 4 6
Discontinued options - non-EDO 0 0 0
Discontinued options - EDO 3 0 3
Discontinued options due to scheme mergers 4 -8 -12
Discontinued options due to scheme liquidations 0 0 0
Options registered as at 31 March 2022 (excluding EDOs) 10 126 236
EDOs* 55 17 72
Options registered as at 31 March 2022 165 143 308

*Efficiency Discount Options have similar benefit offerings to their “non-EDO portion” except that they have discounted contribution tables based on the restricted
provider network.

Efficiency discount options

In terms of Section 29(1) (n) of the MSA a medical scheme may only differentiate contributions on the basis of family size and income. Hence, schemes intending to
introduce EDOs must apply for exemption from this provision in the MSA before they can operate EDOs. EDOs provide medical schemes with the capacity to use
economies of scale on behalf of members when negotiating tariffs and fees with clinical providers.

As at 31 December 2021, there were sixteen schemes offering efficiency-discounted options (11 open and five restricted). The schemes are Bestmed Medical
Scheme; Bonitas Medical Fund; CompCare Wellness Medical Aid Scheme; Discovery Health Medical Scheme (DHMS); FedHealth Medical Scheme; Government
Employees Medical Scheme (GEMS); Hosmed Medical AID Scheme (Hosmed); Medihelp; Medshield Medical Scheme; Momentum Health; MotoHealth Care; Old
Mutual Staff Medical Aid Fund; Profmed; Sizwe Medical Fund; Thebemed; and Umvuzo Health Medical Scheme. The percentage of members on EDO options,
measured as a percentage of members of all options has increased to 28.1% in 2021 during the period under review.

The net healthcare results show that EDOs continue to report positive results. The net healthcare result of the EDOs and non-EDOs is shown in Table 61. During the
period under review, the EDOs collectively contributed up to 56.6% of the total surplus, even though these options accounted for only 28.1% of the total membership.

Table 61: Net healthcare results of EDOs and non-EDOs: 2017-2021

2017 2018 2019 2020 2021
Type of Option R’000 R’000 R’000 R’000 R’000

EDOs 1054 804 983 335 1772484 2735989 379 289
Non-EDOs 2202764 1632130 4585 935 8453 338 290 440
Total 3 257 568 2615465 6 358 442 11189 327 669 733

The overall better operating results of EDOs compared to non-EDOs is mainly attributed to the average age of beneficiaries of EDOs, which is generally lower than

the average age of non-EDOs. As at December 2021, the average age of beneficiaries of EDOs, was 23.13, significantly lower than 42.78 average age on non-

EDOs. Similarly, the claims ratio of EDOs was 86.8% compared to 91.6% for non-EDOs. For more information refer to Annexure U.

—~

126 QY Councilfor Medical Schemes Annual Report 2021/22

S N N\ S S




3. Burden of Disease and use of Healthcare
Services in Medical Schemes

O
3.1 Data support to the National Department of Health
The CMS continued to provide data support to the South African National Aids Council (SANAC), mainly collecting private sector data on HIV/STI on a biannual
basis. With representation from the Board of Healthcare Funders (BHF), Health Funders Association (HFA) and non-affiliated schemes, the CMS is an active
member of the Private Sector Forum.

3.2 Burden of disease and utilisation of healthcare services

According to Section 7(e) of the MSA, one of the key functions of the CMS is to collect and disseminate information about private healthcare. This also includes
information on the utilisation of healthcare services. The information is collected through the Dynamic Data-Driven Return (DDDR) System, which is continuously
improved and updated to ensure that adequate and good quality data is collected and reported. Various circulars were published, including communicating changes
and updates on data collection tools, data specifications, and updated validation rules. All these improvements ensure a better defined and standardised set of
indicators.

Prevalence of chronic diseases in the medical schemes’ population

The CMS monitors the prevalence of chronic conditions in the medical schemes’ population. The data collected and reported on chronic conditions is classified
according to ‘general’ prevalence and ‘strict’ prevalence. General prevalence is defined as beneficiaries having at least one claim for a chronic condition, while strict
prevalence is based on the Entry and Verification (E&V) criteria. General prevalence is nearly twice as high as strict prevalence. Hypertension, hyperlipidaemia, and
diabetes mellitus type 2 are the most prevalent chronic conditions, and these are also ranked highest among beneficiaries that are 60 years and older across the
entire industry. An increase in both general and strict prevalence of chronic conditions was observed across most conditions between 2020 and 2021, with decreases
observed for diabetes insipidus (DBI), diabetes mellitus type 1 (DM1), chronic obstructive pulmonary disease (COP), and hyperlipidaemia HYL.

Analysis of scheme risk measurement returns

The CMS continued to collect Scheme Risk Measurement (SRM) data to measure and report on the risk profiles of medical schemes and benefit options. This allows
medical schemes to better understand the impact of age and chronic disease on beneficiaries covered by their schemes. Medical schemes are further categorised
into risk categories measuring the degree of difference from the industry community rate (ICR) at both scheme and option levels. Furthermore, measuring schemes’
deviation from their expected community rate indicates the decline or improvement in their risk profiles over time. Individual scheme reports are shared with
schemes, and aggregated information is shared in an industry report. There was a noticeable increase in the variation between schemes’ risk profiles, evident by
the rise in the risk rate measured from the ICR. Schemes with favourable risk profiles (young and healthy beneficiaries) recorded rates of R619 below the ICR, and
schemes with unfavourable risk profiles recorded rates of over R1 365 above the ICR.

3.3 Policy research areas
Regulatory framework
The CMS developed a draft regulatory policy to analyse the implications of market conduct in a market with information asymmetries. The intention was to link market
conduct to reputational risk and medical scheme beneficiaries’ perceived quality of the medical schemes. The data used was sourced from CMS complaints data.
The areas of interest in the study were beneficiaries” complaints related to:

+ Product/service design; and

+ Access to designated service provider (DSP) networks.
Market conduct was classified according to regulatory standards and guidelines implicit in the Medical Schemes Act and its Regulations. The behaviour of medical
schemes was classified according to: moral hazard; and agency problem. The behaviour of beneficiaries was allocated within the following categories:

* Moral hazard;

+ No knowledge of DSP networks;

+ No knowledge of prescribed minimum benefits (PMBs); and

+ Benefit design issues.

Transformation in the medical schemes industry
The CMS does ongoing work on the nature of transformation in the medical schemes industry. The Health Market Inquiry Report (2019) identified barriers to market
participation. Among these was that although there has been marginal market entry, this has involved minimal participation of previously disadvantaged groups.
For the period under review, the CMS conducted a study that focused on the analysis of B-BBEE transactions in the industry; and proposed a B-BBEE scorecard
that might be more amenable to the medical schemes industry’s contribution to inclusive economic growth. A framework to identify relevant scorecard elements and
attributes for the medical schemes industry was also developed. The framework was informed by literature on:

+ Endogenous economic growth model theory; and

+ Public health perspectives on the socioeconomic inequalities of health.

The proposed scorecard extends the generic B-BBEE scorecard to include:
+ Access to the market scorecard element; and

+ Socioeconomic development and consumer education element. /_.
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Standardisation and simplification of benefit options
Among the findings of the Health Market Inquiry Report (2019) was the fact that beneficiaries found it difficult to make benefit option choices due to the proliferation
of benefit options in the medical schemes industry. Arecommendation was that supplementary benefit packages should be standardised to allow for a simpler choice
environment for medical scheme beneficiaries. A framework for standardising and simplifying benefit options over the years was developed. A pre-procurement
market analysis was done for the period under review to implement a project needs assessment for benefit option standardisation and simplification. Further work
which needs to be conducted, and which requires additional funding, includes:

+ Amarket segmentation survey; and

+ Experimental analysis to assess the impact of product and information standardisation on beneficiary choices.

Technical support for undesirable business practices declaration on DSP networks

The Policy, Research and Monitoring Unit (PRMU) provided technical support to the undesirable business practices related to DSP contracts project. Stakeholder
submissions in response to the Undesirable Business Practice Declaration of 2017 were analysed. Stakeholder submissions were used to solicit criteria for
developing guidelines, DSP tenders for pharmaceutical services, and co-payments. The guidelines will be presented to stakeholders for comment. The technical
work conducted by CMS also covered criteria for pharmacy networks. This technical work involves implementing a network adequacy framework consistent with the
Health Market Inquiry (2019) recommendations on DSPs.

Medical schemes benefit option entitlement survey

The PRMU conducted a study to understand medical scheme benefit enrichment from the medical scheme member perspective. The study’s target population was
principal members of medical schemes who were invited to participate in an online self-administered survey, sent through Circular 53 of 2021. The survey was
conducted between 9 September and 15 December 2021. The survey link was also sent to medical schemes to circulate amongst their members. A total of 4 541
participants gave consent to participate in the study and completed the survey.

The study found that 44.8% of the respondents ran out of benefits in the 12 months prior to the survey. The study revealed that members were more likely to change
their benefit options because of high monthly premiums. The two most common attributes in choosing a benefit option were affordability and healthcare needs. There
were instances where members of medical schemes had downgraded to cheaper benefit options due to affordability. These members should be apprised of the fact
that reduced benefits in less comprehensive options lead to higher levels of co-payments. The study recommended that the benefit design and product development
process focus on member needs. Member input in this process could significantly improve access to benefits and increase cover for primary healthcare benefits.

Quality of care in medical schemes

Medical schemes contract with Managed Care Organisations (MCOs) to help them identify at-risk beneficiaries and put them on appropriate levels of care to improve
their health outcomes. One of the ways they do this is through disease management programmes, which ensure that chronic beneficiaries comply and adhere to the
minimum standard of care package as per their condition. The CMS is mandated by Section 7 (c ) of the MSA to make recommendations to the Minister on the quality
of healthcare in medical schemes, and it publishes the findings annually in a report. The 2020/21 Quality of Healthcare in Medical Schemes Report focused on five
conditions: asthma, chronic obstructive pulmonary disease, HIV, hypertension, and diabetes mellitus type 2 (DM2). Across these conditions, the study considered
only selected tests/procedures regarded as the most important in assessing compliance with the standard of care for these conditions, and the measuring tool used
was coverage ratios. The study’s objectives were to analyse the quality of care provided by medical schemes in South Africa. The report’s key findings were that
beneficiaries registered with hypertension had grown the fastest over the last six years, followed by those with DM2 and then those with HIV. However, the coverage
ratios for hypertension and DM2 remain low, while those of HIV are the closest to achieving the targets of UNAIDS. These results indicate that schemes need to
prioritise hypertension and DM2 disease management programmes to ensure that they adequately manage the growing population of registered beneficiaries.

The utilisation of medicines in the medical scheme industry: 2017 to 2020

The unit conducted a study that focused on the utilisation of medicines in the medical scheme industry from 2017 to 2020. Study results showed a year-on-year
increase in the utilisation of medicines dispensed between 2017 and 2020. However, the rate of increase was lower in 2020, with less than a one percent increase
following the 2019 figures, possibly due to the pandemic. The proportion of the amount paid from savings accounts for medicines was higher in open schemes than
in restricted schemes in the same period. This implies that beneficiaries in open schemes rely more on medical savings accounts to fund medicines than those in
restricted schemes. Given the disparities in funding medicines, the study recommends a review of medicine formularies to ensure consistency and equity.

Funding of healthcare services by medical scheme

The CMS finalised a research note on the funding benefits of medical schemes. The research note revealed varying levels of out-of-pocket payments at the discipline
level. The research note also revealed a consistently higher degree of non-compliance with Regulation 10(6) of the MSA, where medical schemes continued to
fund prescribed minimum benefits (PMBs) from members’ personal savings accounts, which is in contravention of the MSA. The study quantified an amount of
R470.2 million, for the period 2015-2020, with 2020 accounting for R70.1 million. The CMS is currently engaging with the affected schemes to address the issue.

Risk-based capital solvency framework

The CMS continues to explore various risk-based solvency models, which are currently being reviewed. An impact assessment at the individual and industry level
is still to be finalised. Further engagement in this regard is to continue.
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Research publications

The CMS published more than six research papers on benefits packages, COVID-19 and marketing expenditure topics. A chapter was also published in the book
Primary Health Care, published by IntechOpen, a United Kingdom based publisher. The CMS also participated in local conferences and presented a poster at the
37" International ISQua Conference.

4. Clinical: Prescribed Minimum Benefits Review

4.1  Prescribed minimum benefit (PMB) review

Work on the costing report on the Preventative and Primary Healthcare Package was completed in the period under review. A Willingness-to-Pay study and an

Affordability assessment were submitted to the Executive Authority for consideration. Phased implementation of the Preventative and Primary Healthcare Package
will be considered in consultation with stakeholders. A broader review of the current diagnostic treatment pairs (DTP) and chronic diseases list (CDL) will be
undertaken in the next cycle of the PMB review. Industry stakeholder engagements relating to the outputs of the review are continuing.

5. Demarcation Regulations

O

5.1 Demarcation and low-cost benefit option guidelines
The CMS continued to engage with the industry via the Low-Cost Benefit Option (LCBO) Advisory Committees, for the development of the LCBO Guideline. There
are currently three Advisory Committees: Funder and Administrator, Insurance and Member and Provider. In the period under review, five joint advisory committee
meetings were held. From the above advisory committees, five Technical Workstreams have been formed:

* Market and affordability;

+ Benefit package and pricing;

* Legislative requirements;

* Implementation plan and risk; and

+ Member and Provider.

In December 2021, the draft position paper relating to the LCBO Guidelines was issued, and ten stakeholders provided comments on the paper. The comments will
be considered and presented at the next joint advisory committee meeting. The CMS will continue with industry engagements to finalise the LCBO Guidelines which,
once concluded, will be submitted to the NDoH for approval.

Given that the LCBO Guideline has not been finalised, the CMS published the Demarcation Renewal Exemption Framework on the 25 January 2022 (Circular 9
of 22), which provides for the extension of the exemption of insurers conducting the business of medical schemes by a further two years — from 1 April 2022 to
31 March 2024. The said exemption relates to insurers conducting the business of a medical scheme without due registration in terms of Section 24 of the Medical
Schemes Act.

On 3 February 2022, a virtual workshop was held to guide authorised data officers with the submission of renewal application information. Applicants were requested
to submit relevant exemption applications as well as pay prescribed fees before 29 March 2022. Upon evaluation of the exemption applications, the CMS noted that
there were numerous inconsistencies in the data submission and as such the applicants were required to submit revised data by 30 June 2022.

—
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6. Promoting a Healthy Industry Through
Stakeholder Engagement

O

The CMS focused on industry engagement sessions and hosted more sessions than in the previous financial year. The gazetting of MSA Section 61 on Designated
Service Providers drew a great deal of media interest, as a result of which 67 stakeholder engagements were hosted. It was easier to undertake activities during the
lockdown period as most sessions were conducted on virtual platforms. The Competition Commission ruling to lower the costs of COVID-19 PCR tests necessitated
additional media enquiries and interviews, to which the CMS responded.

The CMS also responded to various media enquiries based on a petition regarding breast reduction surgery and an initiative to make diabetes sensor technology
available for all Type 1 diabetics. A member awareness survey was undertaken, which indicated that 57% of the respondents were aware of the existence of the CMS.

During the period under review 108 education and training activities were hosted which resulted in the set target being exceeded. Activities included:
+ Additional training on Prescribed Minimum Benefits (PMBs) due to COVID-19 being declared a PMB;
Public training interventions in partnership with professional bodies, i.e. the Financial Planning Institute, which reached a wider audience;

The Community Radio Station Project which resulted in 52 ten-minute radio slots conducted in Setswana, isiZulu, and Tshivenda. These languages were also
accommodated on Sesotho, isiXhosa, isiNdebele and Xitsonga community radio stations. The project was implemented through 13 community radio stations
country-wide in an endeavour to reach those areas where the CMS had not had a prevalent footprint in previous years;

Information sessions on IFM Community Radio; and
Consumer World Rights day celebration activities in KwaZulu-Natal, which resulted in reaching more than 20 000 medical scheme consumers.

A trustee training session was hosted for the newly appointed Board of Trustees of Medical Schemes as well as scheme-specific training sessions for Key Health
Medical Scheme after the curatorship was lifted.

Through the Customer Care Centre, 24 330 calls were handled and manually recorded and 8 613 e-mailed queries were received, handled and resolved.

7. Enforcing and Encouraging Compliance for a
Healthy Industry

O

The ongoing challenges posed by the global Coronavirus 2019 (COVID-19) and associated restrictions forced the CMS’ Compliance and Investigations Unit to
continually adapt and revise strategies to carry out its mandate.

7.1 Routine inspections

During the reporting period, the unit continued to conduct online routine inspections by receiving all required information from medical schemes via the CMS Medical
Schemes portal, and to conduct interviews with key personnel via virtual platforms. This strategy allowed the unit to digitise all inspection records, transitioning from
hard-copy files to a 100% paperless process. Seventeen inspections were completed, and directives were issued for each inspection to ensure remedial action was
implemented where irregularities were identified.

7.2 Commissioned investigations
During the reporting period, the CMS initiated six commissioned investigations of which two were completed whilst four remain under investigation.

7.3 Annual general meetings

Due to the impact of COVID-19 and restrictions on convening large gatherings as stipulated in the Lockdown Regulations, the CMS issued Circular 20 of 2021
encouraging all medical schemes that had previously been granted exemption from holding their AGMs to amend their rules and make provision for holding virtual
AGMs. As a result, 51 AGMS were observed during the 2021/22 financial year and observation reports were prepared for internal use. The observation reports are
used to guide future regulatory interventions.

7.4  Enforcement actions
Eighty-four enforcement actions were implemented at regulated entities, which included activities such as:
+ Section 43 and 45 enquiries;
+ Enforcement of rulings;
+ Inspection directives; and
+ Issuing of penalties.
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7.5  Governance interventions
Thirty-one governance interventions were implemented at regulated entities, which included activities such as:
* Removal of trustees;
+ Curatorship monitoring;
+ Exemption applications; and
+ Board notice evaluations.

8. Accreditation of Medical Scheme

Administrators and Self-Administered
Schemes - 2021/22

O
8.1  Third party administrators and self-administered schemes
As reflected in Table 62, five applications for administrator accreditation renewal, as well as one new and seven renewal applications for self-administered scheme
administration compliance certificates were evaluated and finalised during the year. Due to the COVID-19 pandemic, no on-site evaluations were conducted. The
CMS continued to monitor compliance by accredited entities with conditions imposed and monitored the audited financial statements of administrators annually to
ensure their financial soundness.

The draft Limited Administrator Accreditation Framework was published for comment at the end of the financial year.

Table 62: Administrator accreditation and compliance certificate application evaluations completed for third-party administrators and self-administered schemes

Conditions

On-Site Evaluations Compliance On-Site
New Applications Renewals Completed Evaluations

Discovery Health (Pty) Ltd

Medscheme Holdings (Pty) Ltd
Metropolitan Health Corporate (Pty) Ltd
Momentum Thebe Ya Bophelo (Pty) Ltd

Administrators None None None

Professional Provident Society Healthcare
Administrators (Pty) Ltd

Bestmed Medical Scheme

Cape Medical Plan

Chartered Accountants (SA) Medical Aid Fund

(CAMAF)

Self-administered ! )
Schemes Genesis Medical Scheme Medinelp Medical Scheme None None

Platinum Health Medical Scheme

Umvuzo Health Medical Scheme
Witbank Coalfields Medical Aid Scheme

8.2  Managed care organisations and self-administered schemes providing managed care
services

Two new and sixteen renewal applications for accreditation were evaluated and finalised for managed care organisations, and compliance certificate applications

were evaluated and finalised for one new and three renewal self-administered schemes providing managed care, as reflected in Table 63. No on-site evaluations

were conducted due to the COVID-19 pandemic.

The CMS continued to monitor compliance by accredited entities with conditions imposed and the financial soundness of risk-bearing entities on a six-monthly basis
to ensure their financial soundness.

Several managed care accreditation related documents/guidelines were revised and published following the publication of the revised Managed Care Accreditation
Standards (Version 5) in the previous financial year.
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Table 63: Accreditation and compliance certificate application evaluations completed for managed care organisations and self-administered schemes providing
managed care services

Conditions
On-site Evaluations Compliance On-site
New Applications Renewals Completed Evaluations
HearConnect (Pty) Ltd 3Sixty Health (Pty) Ltd
Oncology Healthcare Aid for Aids Management (Pty) Ltd
Management Company
(Pty) Ltd
Alignd (Pty) Ltd
Centre for Diabetes and Endocrinology (Pty) Ltd
Dental Information Systems (Pty) Ltd
Enablemed (Pty) Ltd
Halocare (Pty) Ltd
?)n:;:r?i::t%:se :_rlze?/rated CIini‘ca.I ManagemenF Services (Pty) None None
a Khula Clinical Care Services
Knowledge Objects Healthcare (Pty) Ltd
Knowledge Objects Solutions (Pty) Ltd
Medscheme Holdings (Pty) Ltd
Metropolitan Health Corporate (Pty) Ltd
Private Health Administrators (Pty) Ltd
Supplementary Health Services (Pty) Ltd
Thebe Health Risk Management (Pty) Ltd
Universal Care (Pty) Ltd
Cape Medical Plan
Self-administered Medshield Medical Chartered Accountants (SA) Medical Aid Fund None None
Schemes Scheme (CAMAF)
Medihelp Medical Scheme
8.3  Brokers and broker organisations
Table 64: Broker accreditation withdrawn
Broker ‘ Action Effective Date Reason
Mr E Prins (BR37295) Withdrawn 01/11/2021 Broker passed away.
Mr FJ van Heerden (BR506) Withdrawn 10/05/2021 Broker no longer provides broker services.
Mr FS Mthethwa (BR5164) Withdrawn 1711212021 Withdrawn by default after withdrawal of the FSP licence by the FSCA.

Table 65: Brokerage accreditation withdrawn

FVH National Investment and
Insurance Brokers CC (ORG47) Withdrawn 10/05/2021 Brokerage no longer provides broker services.

Table 66: Individual brokers and broker organisations accredited (new and renewed)

Total number of broker and broker organisation applications received 5928
Total number of broker and broker organisation applications accredited within thirty working days of receipt of complete information 5487
Percentage of broker and broker organisation applications accredited within 30 working days of receipt of complete information 92.6%
Total number of accredited brokers and broker organisations as at 31 March 2022 9397

—~

132 QW Councilfor Medical Schemes Annual Report 2021/22

S N N\ S S i



8.3  Verification of academic qualifications
The academic qualifications of 440 individuals applying to be accredited as brokers were verified independently during the period under review.

Circular 49 of 2021 was published by the CMS during September 2021, clarifying the qualification requirement for the accreditation of healthcare brokers and the fact
that broker applicants are required to verify their qualifications with the verification agents and provide proof of the verification report when applying for accreditation
with the CMS.

8.4  The suspension of Glopin Health Consultants Pty (Ltd) (ORG726)

The CMS published a press release regarding the decision of its EXCO to suspend Glopin Health Consultants (Glopin) for contravening the undesirable business
practice published under Government Gazette No. 41299 of 5 December 2017. The Notice prohibits regulated entities and other service providers who provide
services to medical schemes from engaging in conduct that will weaken the governance of the scheme.

Glopin subsequently appealed its suspension of accreditation as a healthcare brokerage with the CMS Appeal Board, established in terms of Section 50 of the
Medical Schemes Act (No.131 of 1998). As a result, Glopin remains an accredited healthcare brokerage until the appeal has been determined.

8.5  Adjustments of broker fees

In terms of Section 65 of the MSA, the Minister of Health announced an increase in the maximum amount payable to brokers by medical schemes in respect of
broker clients who are members of medical schemes. The amount was increased to R106.19 per member per month, with effect from 1 January 2022. A circular in
this regard was published on the CMS website.

9. Adjudication of Complaints

9.1  Complaint trends 2021

The most notable complaint trends in the year under review were seen in both regulated entities and beneficiaries. Some of these trends are highlighted below.

Short payment of claims relating to treatment of PMB conditions

The short payment of PMB-related claims has been a consistent trend observed in complaints over time, and the period under review was no exception. The reasons
for these short payments vary and are not only attributable to medical schemes’ non-compliance with PMB regulations. Misunderstanding of the PMB entitlements
by beneficiaries has in some cases, been found to be a contributory factor in these short payments.

Regulations 8(2) and (3) respectively lay down the circumstances under which co-payments may be applied and/or not applied. Medical schemes are entitled to
apply co-payments or fund PMB claims up to scheme rates where a beneficiary has voluntarily used a non-designated service provider (DSP). In such cases, the
determination is dependent on whether the beneficiary was adequately informed of the need to use DSPs as well as the availability and accessibility of such DSPs.
Where the use of a DSP was found to be voluntary, rulings were issued confirming the correct application of Regulation 8(2).

Similarly, where evidence revealed that the beneficiary was precluded from using a DSP, rulings were issued confirming involuntary use of non-DSP as stipulated
in Regulation 8(3). Examples of involuntary use of non-DSP may vary according to the need for immediate treatment under circumstances which do not allow the
use of a DSP or alternatively, inability of the DSP to provide the required treatment or the unavailability of the DSP within reasonable proximity to the beneficiaries’
residence or place of business.

Non-compliance with Regulations |15H(c) and/or 15I(c)

Regulations 15H(c) and 15I(c) respectively enjoin medical schemes to make appropriate exceptions in instances where clinical evidence has shown that existing
protocols and/or formulary drugs are either ineffective, have caused harm or would cause harm to the beneficiary. The CMS’ Complaints Adjudication Unit received
several complaints which raised concerns around the consistency in applying these regulations where warranted.

In the majority of these complaints, it became evident that there was either a complete failure, unexplained delay, or an inconsistent approach to application of these
regulations. Consequently, several rulings directing the full funding of treatment in terms of Regulation15H(c) or 15l(c) were issued.

The most notable were in respect of children who were diagnosed with Juvenile Rheumatoid Arthritis and whose treatment with conventional methods (DMARDs)
had either failed or proved to be harmful. Some medical schemes were declining funding outright for evidence-based treatment alternatives, notwithstanding explicit
stipulation in therapeutic algorithms which indicate that the algorithms may not necessarily be clinically appropriate for treatment of children and that in such cases,
alternative paediatric clinical management must be considered to the extent supported by evidence-based medicine, cost-effectiveness, and affordability.

Meetings were initiated with affected medical schemes to facilitate unrestrictive clinical appeal processes and ensure early implementation of Regulations 15H(c)
and 15l(c) respectively, for affected juvenile arthritis sufferers, where warranted.
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Funding of Prescribed Minimum Benefit claims from
Medical Savings Account

Despite earlier interventions and issued rulings, complaint trends observed
during the period under review revealed evidence that some medical schemes
were still using funds from medical savings accounts to fund claims related
to Prescribed Minimum Benefit conditions. This practice is clearly prohibited
by Regulation 10(6). The reasons advanced by affected medical schemes
included, amongst others, the use of incorrect ICD10 coding by healthcare
service providers; the use of treatments regarded as non-PMB level of care in
treating PMB conditions; and beneficiaries requesting medical schemes to use
their savings to fund PMB related co-payments.

The CAU continued to issue rulings against offending medical schemes in
addition to other regulatory interventions implemented by other CMS regulatory
units.

Retrospective imposition of condition-specific waiting
periods

The CMS also noted a rise in complaints related to retrospective imposition
of condition-specific waiting periods. This trend revealed itself in cases where
medical schemes had identified a member’s failure to disclose material
information and elected to retrospectively impose condition-specific waiting
periods instead of terminating membership. In such cases, Section 29(2)
(e) of the MSA only prescribes two remedies, cancellation, or suspension
of membership. Rulings were issued against medical schemes that opted
to impose waiting periods, as the Act does not countenance the imposition
of waiting periods other than as stipulated in the Act. The rulings were also
intended as a guide to the said medical schemes, in order to encourage the
use of the correct legislative remedies.

Although the effect of the condition-specific waiting periods would have been
the same as suspension of membership for a particular period, the Registrar
saw the need to correct this conduct instead of enabling a practice which is
legally unenforceable. In addition, the CMS has initiated a process which will
culminate in the promulgation of regulations to close the gaps noted in respect
of non-disclosure of material information and provide certainty on the correct
legislative remedies.

Rejection of funding requests in respect of pre-
admission COVID-19 PCR tests

Complaints in respect of non-payment of routine COVID-19 tests, which were
undertaken as a pre-requisite to hospital admissions, were also dealt with.
At the height of the different COVID-19 waves, various hospitals required
members to undergo pre-admission COVID-19 tests (ostensibly for infection
control purposes). Medical schemes rejected requests for funding of these
claims as PMB in cases where COVID-19 clinical indications were absent
and also where the benefit entry criteria stipulated in the CMS COVID-19
Funding Guidelines were not met. Rulings were issued confirming that funding
of COVID-19 tests must follow the CMS-issued funding guidelines and SARS
COVID-19 Benefit Definitions.

Use of unregistered drugs for treatment of COVID-19
related complications

A further trend noted during the height of the different COVID-19 infection
waves, was the non-payment of claims in respect of unregistered medicines
(also referred to as Section 21 drugs) administered during hospital admission for
treatment of COVID-19 and related complications. Medical schemes declined
funding of these medicines on the basis that these were not aligned with the
PMB level of care as documented in the CMS-issued COVID-19 Prescribed
Minimum Benefit Definition Guidelines. Complainants, who were aggrieved by
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the stance adopted by medical schemes, argued that since COVID-19 constitutes a PMB condition, all treatment options (medicines, surgery, pathology, radiology,
pulse oximeters etc.) should be funded in full. Rulings were subsequently issued, confirming that the funding obligation for medical schemes extended only as far as
indicated in the published Diagnosis and Treatment Pair for COVID-19 as well as the CMS-issued COVID-19 Benefit Definition Guidelines.

Termination of membership due to non-disclosure of material information

The CMS noted the continuing trend of beneficiaries being penalised for failure to disclose material information in their membership application forms. Beneficiaries
appeared not to understand the impact of omitting information which they perceived as immaterial or insignificant. In certain instances, the non-disclosure was found
to have been an unintentional omission whereas in others, beneficiaries made a distinct decision not to disclose information which they regarded as irrelevant or
insignificant. In all instances, rulings were issued confirming the lawfulness of the decision to terminate membership contracts from date of inception, as the MSA
does not differentiate between intentional and unintentional non-disclosure. Regrettably, beneficiaries incur huge amounts in claim reversals when membership is
terminated after the medical scheme has funded some of the claims.

9.2 Reduction in complaint volumes

The volume of complaints registered and adjudicated by the CMS has decreased markedly over time, and the year under review was no exception. This reduction
may be attributable in part, to strengthened measures employed by the Complaints Adjudication Unit during the pre-registration stages where a thorough assessment
is conducted and only those complaints deemed justiciable are registered. When non-justiciable complaints are identified, they are comprehensively responded to in
order to ensure that beneficiaries are better informed about the business of a medical scheme and provisions of the Medical Schemes Act. This enables beneficiaries
to understand how benefits accrue and ultimately, how funding decisions are made.

Complaints which can be speedily resolved through direct and informal escalation to medical schemes on behalf of members are also dealt with in that way, to
ensure that beneficiaries do not lose valuable time when a speedier alternative can be employed. Although some prematurely referred complaints may escape
scrutiny due to use of the web-based complaint registration system, the same assessment criteria is applied, and beneficiaries are comprehensively educated about
the benefits of first escalating their complaints at scheme level to avoid unnecessary delays.

Table 67 illustrates the decrease in new complaints since 2019 as well as the ratio of complaints received per 1 000 beneficiaries.

Table 67: Decrease in new complaints and complaints per 1 000 beneficiaries

2020 2021

2021 % Change % Change*

New complaints received (incl. medical
schemes and other entities) 2829 2490 2265 -11.98% -19.93%

Complaints ratio per 1 000 beneficiaries 0.32 0.28 0.22 -12.50% -31.25%
*Percentage decrease since 2019 (includes 2020 and 2021)

9.3 Resolution of complaints
Between January and December 2021, 73.4% of the total number of complaints adjudicated were resolved. Of the 2 379 resolved complaints, 2 016 complaints
(84.74%) were resolved within the set timeframe of 120 working days.

Table 68: Complaints received and resolved

Complaints carried forward from previous year 1725 974*
Complaints received during the period under review 1729 2265
Total complaints 3454 3239
Total complaints resolved during the period under review 2490 2379
Closing balance as at 31 December 2021 964 860

* The difference in opening and closing balances is attributable to previously closed complaints which were reopened during the period under review — a total of
10 complaints which were previously closed due to outstanding evidence were re-opened and adjudicated in 2021

Table 69: Resolution turnaround times

Resolution Period - Days 0-30 30-60 60-90 90-120 0-120 120 +

Complaints resolved 1057 516 240 203 2016 363
Resolution percentage 44.43% 21.69% 10.09% 8.53% 84.74% 15.26%
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Table 70: Rulings on resolved complaints per entity type

No. of Complaints For Complainant For Entity In Favour of Both
Open Medical Schemes 1228 542 584 102
Restricted Medical Schemes 412 217 149 46
Administrators 23 3 16 4
Managed Care Organisations 1 - - 1
Brokers 2 - 1 1
Insurers (Demarcation products) 2 1 1

Total 1668 763 751 154

Table 71: Resolution of non-justiciable complaints**

Type Number

Non-justiciable complaints 155
Informal enquiries 96
Closed due to insufficient information / outstanding supporting evidence*** 446
Duplicates 14
Total non-justiciable complaints resolved 4l

** Non-justiciable complaints are those which do not require referral to regulated entities due to evidence sufficiently showing correct application of the law and
registered rules
***Complaints closed due to insufficient/outstanding supporting evidence may be re-submitted once relevant evidence is available

9.4 Complaints per category

The highest number of complaints was seen in administrative complaints, which include complaints regarding short payments and rejection of non-PMB claims due
to reasons such as uncovered services / benefit exclusions; depletion of benefits, and general and condition-specific waiting periods. Complaints regarding declined
pre-authorisation are the second highest under the administrative class of complaints, and reasons in this sub-category vary from benefit exclusions, general and
condition-specific waiting periods, and unpaid contributions.

Complaints relating to non-payment and short payment of PMBs are classified under the Clinical/Technical sub-category. This sub-category includes DSP-related
disputes where complainants may have voluntarily or involuntarily used non-DSPs. Also included are disputes over clinical protocols and formulary drugs. The
essence of these complaints revolves around whether the treatment used for PMB conditions constitutes PMB level of care or not. These disputes are adjudicated
with reliance on the expert opinion of the CMS Clinical Review Committee, which reviews submitted clinical reports and advised on the appropriate PMB level of
care for specified PMB conditions.
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Table 72: Resolved complaints per complaint category

Administrative 960
Sub-category/nature of complaint

Benefit option changes 7
Contributions 28
General customer service 74
Medical Savings Account 55
Payment of benefits 593
Pre-authorisation 203
Legal/Compliance 174
Sub-category/nature of complaint

Broker conduct 9
Governance 6
Late joiner penalties 10
Membership status (Suspension/Termination of membership) 91
Rejection of membership application 10
Waiting periods 47
Dependant eligibility 1
Clinical/Technical 532
Sub-category/nature of complaint

Non-payment 223
Short payment 309
Complaints against exempted entities (Demarcation Regulation) 2

Sub-category/nature of complaint

Incorrect information 1
Unpaid account 1
Uncategorised (Non-justiciable complaints/Enquiries/Insufficient evidence) |
Total resolved 2379
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10. Court Rulings

O

The CMS’ Legal Services Unit continued to strive for better and improved litigation success and continues to gain a better understanding of judges and courts,
including caseload, time to critical events, and damages for both judges and courts. The unit continuously evaluates outside and opposing counsel and checks the
track record of law firms or attorneys in courts to ensure that credible, affordable legal teams represent the CMS. The unit plays a leading role in accomplishing and
helping to accomplish the strategic objectives of the organisation in its lines of business and corporate support functions. Strategically, the unit drives change and
improvement in business results through a deep understanding of legal and operational issues. The unit provides the best use of its time and expertise, using outside
lawyers only when it must, to solve important problems in a manner that is proactive, accessible, responsive, creative, and quick. The unit promotes a challenging,
rewarding, collegial and respectful workplace.

The unit continues to examine its readiness to operate as a “best in class” legal department, able to deliver on its value proposition, and continuously engages in
honest self-evaluation involving, among other things, assessment of alignment with the strategic objectives of the organisation; review of workflows, workloads and
capacity; and evaluation of organisational structure and management practices.

CMS vs COMPCARE

The Registrar successfully rejected a rule amendment request to change the name of the CompCare Medical Scheme to that of Universal, which is CompCare’s
administrator. The Registrar found that this arrangement would be misleading to the public, and rejection of the amendment would protect members. Both the High
Court and the Supreme Court of Appeal favoured the CMS’ decision. Universal then appealed to the Constitutional Court, resulting in a further judgment in favour
of the CMS.

Competition Commission Adjudications

COVID-19 PCR tests

In October 2021, the CMS lodged a complaint with the Competition Commission in terms of Section 49B of the Competition Act. The CMS alleged that private
laboratory prices for COVID-19 PCR tests were exorbitant and unjustifiable at R850 per test. The CMS’ complaint was in line with its mandate and commitment to
protect the interests of the public, especially during the COVID-19 pandemic.

As background, the CMS’ Industry Report had revealed that specialist services linked to the pathology discipline had experienced an increase from R10.5 billion in
2019 to R11.6 billion in 2020, representing a gain of 10.88%, despite a 3.81% overall decrease in the industry. Furthermore, the National Institute for Communicable
Diseases (NICD) had reported that over 20 million COVID-19 PCR tests had been conducted as of 11 December 2021, with the private sector accounting for 54%
of all tests.

Following the CMS’ complaint, the Competition Commission’s investigation revealed that prices had decreased across pathology suppliers, thus reducing Pathcare,
Ampath and Lancet's costs by 30 to 35% on average between March 2020 and September 2021. The Commission concluded consent agreements with Pathcare,
Lancet and Ampath to cease charging R850 (incl. VAT) and reduce the cost of COVID-19 PCR tests to no more than R500 inclusive of VAT. This agreement was
confirmed by the Competition Tribunal and is now binding on Pathcare, Ampath and Lancet in respect of the COVID-19 PCR test.

COVID-19 Rapid Antigen tests

A complaint was received from the NDoH on 14 December 2021 against service providers delivering COVID-19 Rapid Antigen tests in South Africa. At the time,
private laboratories and retail distributors were charging R350 for a rapid antigen test — reduced to around R250 in November and December 2021. The NDoH
pointed out that the National Health Laboratory Services (NHLS) was charging R150 and that a test kit cost R50 through UNICEF; therefore, prices above R150 were
excessive.

The Commission pursued an investigation, on an expedited basis, to determine whether the pricing of COVID-19 Rapid Antigen tests may amount to an excessive
price in contravention of section 8(1)(a) of the Competition Act read with paragraph 4 of the Regulations. The complaint was escalated to the Competition
Commission, with the respondents identified for this investigation including the three major pathology groups (Ampath, Pathcare and Lancet) and retail distributors
Dis-Chem and Clicks. The Commission found prima facie evidence that Pathcare, Lancet and Ampath may have engaged in a contravention of Section 8(1)(a) of
the Act. Unlike a PCR test, a COVID-19 Rapid Antigen test is relatively simple insofar as a nurse can administer the test, and the result is rapidly generated. South
Africa’s three largest private pathology groups (Pathcare, Lancet and Ampath) thus agreed to a reduction in price for COVID-19 Rapid Antigen tests to no more than
R150 inclusive of VAT. The price reduction will remain in effect for two years from the confirmation date of the consent agreements, as ordered by the Competition
Tribunal. The three laboratories undertook to submit a compliance report to the Commission every three months, including financial statements, to enable monitoring
of the prices charged and any material changes in costs.

The Commission is currently pursuing an investigation into Dis-Chem'’s Rapid Antigen test pricing, having established that Clicks does not appear to conduct this

test. The reduction in Rapid Antigen test prices will help alleviate the plight of consumers and widen accessibility and affordability of COVID-19 Rapid Antigen testing,
which is a critical part of initiatives to avoid the escalation of the pandemic.
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Annexures

Annexures to the Annual Report that include the Industry Report 2021 and Annexures can be accessed on the following link:
https://www.medicalschemes.co.za/the-medical-schemes-industry-in-2021/ or are available on USB from the Council for Medical Schemes.
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