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Circular 20 of 2026: Guidance on contribution increases and benefit changes for 2027 
 

1. PURPOSE, REGULATORY STATUS AND ASSESSMENT FRAMEWORK 

 

1.1. Purpose 

This Circular sets out the Registrar's expectations and minimum evidentiary requirements for the submission and 

assessment of annual contribution increases, benefit amendments, new benefit options, efficiency-discounted 

option arrangements and other related rule amendments for the 2027 benefit year. 

 

The guidance contained in this Circular is intended to support the Council for Medical Schemes' statutory mandate 

to protect the interests of beneficiaries at all times, to coordinate the functioning of medical schemes in a manner 

that is complementary to national health policy, and to promote equitable access to affordable, quality healthcare.  

 

The Circular seeks to ensure that contribution increases and benefit changes are actuarially sound, financially 

sustainable, affordable to members, and consistent with the provisions of the Medical Schemes Act, 131 of 1998 

(“the Act”) and its Regulations. 

 

1.2. Regulatory Status 

This Circular must be read together with the Medical Schemes Act, the Regulations promulgated thereunder, 

applicable CMS Circulars, Actuarial Practice Note (APN) 303, and all other relevant legislative and regulatory 

requirements. 

 

Nothing contained in this Circular limits the Registrar's statutory powers in respect of the consideration, approval, 

conditional approval, rejection, amendment, or referral of any rule amendment submitted in terms of the Act. 

 

Medical schemes remain responsible for ensuring that all submissions comply fully with the Act and Regulations 

irrespective of whether a matter is expressly addressed in this Circular. 
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1.3. Regulatory Principles 

In assessing contribution increases, benefit changes and related submissions for the 2027 benefit year, the 

Registrar will have regard to the following principles: 

(a) Beneficiary Protection 

The interests of beneficiaries remain the primary consideration. Medical schemes must demonstrate that proposed 

amendments promote member value, protect access to healthcare services, and do not unjustifiably prejudice 

beneficiaries. 

(b) Affordability 

Contribution increases should be reasonable and evidence-based, taking account of prevailing economic 

conditions, household affordability pressures, employment trends, and the ability of members to maintain medical 

scheme membership. 

(c) Financial Sustainability 

Medical schemes must ensure that contribution increases and benefit designs support the medium- and long-term 

financial sustainability of both the scheme and its benefit options without compromising beneficiary protection. 

(d) Actuarial Soundness 

All contribution increases and benefit changes must be supported by appropriate actuarial analysis and 

assumptions that are reasonable, transparent, properly substantiated, and consistent with professional standards.  

(e) Value for Money 

Trustees are expected to continuously evaluate and improve the efficiency, effectiveness and value derived from 

healthcare expenditure, managed care arrangements, administration services and other non-healthcare 

expenditure. 

(f) Fairness and Good Governance 

Trustees must discharge their fiduciary duties in accordance with Section 57 of the Act and ensure that decisions 

relating to contributions and benefits are taken independently, objectively and in the best interests of beneficiaries.  

(g) Consistency with National Health Policy 

The Registrar will consider the extent to which submissions support broader policy objectives relating to 

affordability, quality healthcare, primary healthcare strengthening, risk pooling, prevention, sustainability and the 

long-term evolution of the South African healthcare financing system.  

 

1.4. Assessment Framework 

In assessing submissions for the 2027 benefit year, the Registrar will consider compliance with the Medical 

Schemes Act and Regulations, beneficiary affordability, actuarial soundness, financial sustainability, healthcare 

expenditure trends, governance processes, and the extent to which the proposed changes protect beneficiaries 
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and support value for money. Medical schemes proposing material deviations from the guidance contained in this 

Circular must provide adequate financial and actuarial justification. 

 

 

2. MACRO-ECONOMIC OUTLOOK  

This segment provides a brief overview of the key macroeconomic indicators that impact the medical schemes 

industry, such as the consumer price index (CPI), gross domestic product (GDP), unemployment rate, interest 

rates, and exchange rate. Overall, these economic indicators have a direct and indirect bearing on the affordability 

of medical scheme contribution rates, the financial performance of schemes, membership growth, and the 

industry's long-term financial sustainability. 

 

2.1. Global Economic Outlook 

The global economic outlook remains uncertain amid escalating geopolitical tensions in the Middle East, which 

have contributed to volatility in energy prices, heightened inflationary pressures, and increased downside risks to 

economic growth. According to the International Monetary Fund's (IMF) latest projections, global economic growth 

is expected to be 3.0% in 2026 and 3.4% in 2027 (IMF, 2026). Global headline inflation is projected to increase to 

4.4% in 2026 before moderating to 3.7% in 2027 (IMF, 2026). The outlook remains subject to considerable 

uncertainty, particularly regarding the duration and extent of geopolitical conflict and its impact on global trade, 

commodity markets, and investor confidence. On the upside, stronger investment in technology and the growing 

adoption of artificial intelligence (AI) could provide additional support to global economic activity and productivity 

growth. 

 

2.2. South African Economic Outlook 

South Africa's economic recovery remains fragile despite some improvement in economic activity, supported by 

ongoing structural reforms. The outlook has, however, become increasingly uncertain due to heightened 

geopolitical tensions in the Middle East and volatility in global markets. The International Monetary Fund (IMF) 

projects South Africa's GDP growth at 1.0% in 2026 and 1.3% in 2027 (IMF, 2026). The South African Reserve 

Bank (SARB) is somewhat more optimistic, forecasting growth of 1.4% and 1.7%, respectively, over the same 

period (SARB, 2026). Nevertheless, economic growth is expected to remain modest, with downside risks stemming 

from a challenging global environment and subdued household consumption as disposable incomes continue to 

come under pressure. 

 

2.2.1.  Exchange Rates 

The South African Rand is expected to remain highly volatile amid heightened geopolitical tensions and global 

economic uncertainty. Escalating geopolitical tensions could trigger periods of heightened risk aversion in global 

financial markets, resulting in capital outflows from emerging economies and leaving currencies such as the Rand 

susceptible to sharp near-term depreciation. A weaker Rand poses a financial risk to the healthcare sector, as 

South Africa remains reliant on imported pharmaceuticals, medical equipment, healthcare technologies, and active 

pharmaceutical ingredients. Any sustained depreciation of the domestic currency could therefore increase 

healthcare costs and place upward pressure on medical scheme expenditure. 
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2.2.2.  Interest Rates 

The South African Reserve Bank (SARB) maintained the repo rate at 7.00% and the prime lending rate at 10.50% 

at its July Monetary Policy Committee (MPC) meeting. This followed a 25 basis point increase in the repo rate at 

the May MPC meeting, which was implemented in response to emerging inflationary risks, including higher energy 

costs. The SARB has cautioned that the inflation outlook and future monetary policy trajectory remain uncertain , 

mainly due to the unfolding crisis in the Middle East. Should inflationary pressures persist or intensify, there remains 

a risk of further monetary policy tightening. Higher interest rates increase borrowing costs for households and 

businesses, placing additional pressure on disposable income, consumer spending, and overall economic activity. 

 

2.2.3. Employment Statistics 

South Africa continues to face persistently high levels of unemployment despite gradual improvements in economic 

activity. According to Statistics South Africa's Quarterly Labour Force Survey (QLFS), the official unemployment 

rate increased from 31.4% in the fourth quarter of 2025 to 32.7% in the first quarter of 2026, representing a rise of 

1.3 percentage points (Stats SA, 2026). Weak economic growth and ongoing structural constraints in the labour 

market are expected to continue limiting employment creation. 

 

Medical scheme membership growth remains closely linked to labour market conditions, particularly the levels of 

formal employment. With GDP growth forecasts for 2027 remaining subdued and unlikely to significantly reduce 

unemployment, particularly among the youth, growth in medical scheme membership is expected to remain 

constrained. At the same time, the average age of medical scheme beneficiaries continues to increase, while the 

inflow of younger members remains limited. This trend places additional pressure on the sustainability of risk pools 

and raises concerns regarding the long-term affordability and sustainability of the medical schemes industry. 

 

2.3. Regulatory Implications 

In assessing submissions for the 2027 benefit year, the Registrar will consider prevailing economic conditions, 

including inflation, employment trends, household affordability, and healthcare cost pressures. Medical schemes 

proposing increases above the benchmark contained in this Circular must demonstrate that such increases are 

reasonable, necessary, and supported by adequate actuarial and financial evidence. Consideration should also be 

given to the impact of proposed increases on beneficiary affordability and access to healthcare. 

 

 

3. GUIDANCE NOTES ON ANNUAL MEDICAL SCHEMES COST INCREASE ASSUMPTIONS 

 

In assessing the appropriateness of contribution increases, benefit changes, and cost increase assumptions for 

the 2027 benefit year, the CMS will take into account the following industry-specific factors: 

 

3.1. Headline Inflationary Expectations 

Figure 1 below presents historical CPI data published by Statistics South Africa for the 12 months to June 2026, 

alongside the SARB's inflation target framework and latest inflation forecast for 2027. South Africa does not have 

an official medical price index. Consequently, the CMS uses CPI as a proxy measure for assessing the affordability 

of annual contribution increases and estimating price inflation in the private healthcare sector. 

 

Annual consumer price inflation was 4.0% in April 2026 before accelerating sharply to 4.5% and 5.0% in May and 

June 2026, respectively, moving materially above the SARB's 3% inflation target and indicating renewed 

inflationary pressures. Overall, headline inflation is projected to average 4.0% in 2026 (SARB, 2026). According to 
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the SARB’s July 2026 Monetary Policy Statement, headline inflation is expected to average  3.8% in 2027, before 

moderating further to 3.1% in 2028 (SARB, 2026). 

 

Figure 1: Headline inflation 2025–2026 and 2026 forecast 

Data source: Stats SA and SARB 

 

3.2. Medical Scheme Contribution Increases Relative to Consumer Inflation 

The graph below (Figure 2) illustrates trends in medical scheme contribution increases relative to consumer 

inflation. The average industry contribution increase for the 2025 benefit year was 10.1%, which exceeded the 

projected average CPI of 3.0% by 7.1 percentage points. Information on contribution increases for the 2026 benefit 

year will be published in the next CMS Annual Report. As illustrated in Figure 2, annual medical scheme 

contribution increases have consistently exceeded consumer inflation over time.  

 

The widening gap between medical scheme annual contribution increases and consumer inflation places a 

significant financial burden on households, particularly in an environment where salary increases are unlikely to 

keep pace with inflation. Persistently above-inflation contribution increases may also discourage new entrants from 

joining medical schemes due to affordability constraints. This trend highlights the need for innovative and 

sustainable interventions to address the escalating cost of medical scheme cover and improve affordability, thereby 

reducing the risk of members losing access to healthcare coverage as a result of financial pressures. 
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Figure 2: Medical scheme contribution rate increases and headline inflation (2018-2025)  

Data source: CMS and Stats SA  

 

3.3. Single Exit Price (SEP) Adjustments Relative to Consumer Inflation. 

Figure 3 below illustrates historical Single Exit Price (SEP) adjustments relative to consumer inflation over the 

period 2017 to 2026. The Minister of Health publishes the approved annual SEP adjustment towards the end of 

each year. The SEP adjustment applicable to the 2027 benefit year has not yet been published. Accordingly, 

medical schemes are advised to apply reasonable estimates of the expected SEP adjustment when making 

assumptions for contribution and expenditure projections for the 2027 benefit year. 

 

 
Figure 3: SEP and CPI (2017-2026)  

Data source: Pricing Committee and Stats SA 
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3.4. Medical Schemes Expenditure Trends 

Healthcare utilisation remains one of the primary drivers of medical scheme expenditure. As beneficiaries access 

more healthcare services, medical schemes experience higher claims costs, which in turn place upward pressure 

on contribution rates. Utilisation trends are influenced by several factors, including population ageing, the growing 

prevalence of chronic diseases and multi-morbidity, technological advances in healthcare, and greater demand for 

specialist and hospital-based services. These factors collectively contribute to higher healthcare expenditure and 

increasing claims ratios across the industry. 

 

3.4.1. Healthcare Utilisation Trends 

Healthcare utilisation remains one of the principal drivers of medical scheme expenditure. Schemes are expected 

to assess changes in hospital admissions, specialist consultations, pharmaceutical utilisation, chronic disease 

prevalence and overall claims experience when developing expenditure projections and contribution assumptions. 

Utilisation assumptions should be based on credible scheme-specific experience and supported by appropriate 

actuarial evidence. 

 

3.4.2. Specialist and Hospital Expenditure 

Specialist and hospital services continue to account for a significant proportion of healthcare expenditure. 

Increased use of specialist services, advances in medical technology, more complex treatment pathways and rising 

hospitalisation rates continue to place pressure on healthcare costs. Medical schemes should actively monitor 

these expenditure trends and implement measures to improve efficiency and value for money. 

 

3.4.3. Pharmaceutical Expenditure 

Expenditure on medicines continues to be influenced by chronic disease prevalence, utilisation patterns, 

pharmaceutical price increases, exchange rate movements and the growing use of specialised therapies. Medical 

schemes should consider opportunities to improve medicines management, promote cost-effective treatment 

options and strengthen formulary management practices without compromising quality of care. 

 

3.4.4. Demographic and Disease Burden Trends 

An ageing beneficiary population, increasing prevalence of chronic conditions and changes in disease burden 

continue to contribute to growth in healthcare expenditure. Medical schemes should assess the impact of 

demographic trends on future claims costs and ensure that benefit designs and pricing assumptions adequately 

reflect the risk profile of their membership. 

 

3.4.5. Fraud, Waste, Abuse and Error 

Fraud, waste, abuse and error (FWAE) remain significant contributors to avoidable healthcare expenditure and 

continue to undermine the affordability and sustainability of medical schemes.  Industry estimates suggest that 

fraud and abuse may cost medical schemes billions of rand annually, increasing financial pressure on schemes 

and ultimately on beneficiaries through higher contribution requirements. Medical schemes are therefore expected 

to maintain effective governance, monitoring and control mechanisms to detect, prevent and address FWAE.  

 

Trustees should satisfy themselves that appropriate, proportionate and fair measures are in place to minimise 

avoidable expenditure, strengthen claims integrity, and protect scheme resources before additional costs are 

passed on to beneficiaries. The Registrar may consider the effectiveness of FWAE management measures when 

assessing the reasonableness of proposed contribution increases. 
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3.4.6. Non-Healthcare Expenditure 

Medical schemes should continue to carefully manage non-healthcare expenditure, including administration fees, 

managed care fees, broker costs and other operational expenses. The Registrar expects schemes to demonstrate 

value for money and to ensure that non-healthcare expenditure remains reasonable, efficient and aligned with 

member interests. 

 

3.4.7. Cost Management and Value for Money 

Before seeking contribution increases above the benchmark contained in this Circular, Trustees should 

demonstrate that reasonable measures have been implemented to improve operational efficiency, strengthen 

preventative care initiatives, optimise provider contracting arrangements, manage utilisation and reduce avoidable 

expenditure. Contribution increases should not be used as a substitute for effective cost management. 

 

3.4.8. Regulatory Implications 

Medical schemes proposing contribution increases above the benchmark contained in this Circular must clearly 

demonstrate how underlying expenditure trends support such increases. Reliance on industry-wide cost pressures 

alone will not be sufficient. The Registrar will consider whether the scheme has implemented reasonable measures 

to manage healthcare expenditure, control fraud, waste and abuse, improve efficiency and protect beneficiaries 

from avoidable contribution increases. 

 

3.5. Healthcare Services Expenditure Trends 

Figure 4 depicts specialist expenditure by age group between 2018 and 2025. In line with the theoretical 

proposition, it is evident that healthcare expenditure increases with age. Specialist expenditure rises progressively 

from the younger adult age bands, reaching its highest level among beneficiaries aged 50-54 years before declining 

gradually in subsequent age groups. The observed trend underscores the significant contribution of specialis t 

services to overall healthcare expenditure and highlights the need for targeted interventions, including risk-based 

care management, enhanced gatekeeping mechanisms, and robust referral protocols, to improve healthcare 

efficiency and contain escalating costs. 

 

 
Figure 4: Specialist expenditure per age group (2018-2025) 

Data source: CMS 
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Figure 5 below illustrates medical scheme expenditure on general practitioner (GP) services by age group between 

2018 and 2025. Expenditure rises progressively across the younger and middle-aged cohorts, reaching its highest 

level among beneficiaries aged 40–44  years before moderating in the older age groups. Given the central role of 

primary healthcare in promoting early diagnosis and effective disease management, these findings highlight the 

importance of investing in GP-led care models, preventative healthcare initiatives, and care coordination 

mechanisms. Strengthening primary healthcare may improve health outcomes while reducing the need for more 

costly specialist and hospital-based services. 

 

 
Figure 5: General Practitioner expenditure per age group (2018-2025) 

Data source: CMS 

 

Figure 6 illustrates medical scheme expenditure on medicines by age group between 2018 and 2025. Expenditure 

rises steadily with age, reaching its highest level among beneficiaries aged 55-59 years before moderating in the 

older age bands. The observed pattern is likely attributable to the increasing prevalence of chronic conditions and 

the corresponding demand for ongoing medication. Of particular interest is the relative stabilisation of medicine 

expenditure during 2024-2025, despite sustained growth in specialist and GP expenditure. This trend may indicate 

the effectiveness of pharmaceutical cost-management interventions and highlights the importance of continued 

monitoring of medicine utilisation and prescribing practices as part of broader healthcare cost-containment efforts. 
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Figure 6: Medicines expenditure trends by category (2018 -2025)  

Data source: CMS 

 

Figure 7 illustrates medical scheme expenditure on hospital admissions by age group between 2018 and 2025. 

Hospital-based care continues to account for the largest share of healthcare expenditure within the medical 

schemes industry. Expenditure rises markedly with age, particularly from age 50 years onwards, reflecting the 

increasing burden of chronic diseases, co-morbidities, and age-related healthcare needs. Given the significant 

contribution of hospital admissions to overall claims expenditure, medical schemes should strengthen cost-

containment interventions, including strategic provider contracting, enhanced disease management programmes, 

and improved care coordination, to reduce avoidable admissions and ensure the efficient utilisation of healthcare 

resources. 

 

 
Figure 7: Hospital expenditure per age group (2018-2025)  

Data source: CMS 

 

Overall, healthcare expenditure in the medical schemes industry continues to increase at a rate that exceeds 

general inflation. This trend is driven by a combination of structural factors, including technological advancements 

in healthcare, an ageing beneficiary population, increasing prevalence of chronic diseases, and greater utilisation 
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of high-cost specialist and hospital-based services. Rising healthcare expenditure remains a significant challenge 

for medical schemes, as persistent above-inflation cost growth places upward pressure on contribution increases, 

thereby affecting affordability and threatening the long-term sustainability of private healthcare cover. 

 

Trustees must therefore continue to pursue effective cost-containment strategies that improve efficiency without 

compromising the quality of healthcare services or health outcomes. Such strategies include selective contracting 

with cost-effective healthcare providers, the use of evidence-based formularies, enhanced care coordination, 

disease management programmes, value-based purchasing arrangements, and initiatives aimed at strengthening 

primary healthcare and preventative care. These interventions are critical to ensuring affordable access to quality 

healthcare while preserving the financial sustainability of medical schemes. 

 

3.6. Medical Scheme Reserves and Investment Income 

 

Regulation 29 of the Medical Schemes Act prescribes that the minimum accumulated funds of medical schemes 

must be at least 25% of gross annual contributions. Reserves play a critical role in protecting members’ interests 

and ensuring the ongoing financial stability of medical schemes. They serve as a buffer against unforeseen adverse 

developments, including unexpectedly high claims expenditure, investment market volatility, operational risks, and 

other financial liabilities. 

 

According to the latest CMS Industry Report, the medical schemes industry recorded a solvency ratio of 40.87% 

in 2024, significantly above the statutory minimum requirement of 25% (CMS,2024). This indicates that, despite 

rising healthcare utilisation and expenditure pressures, the industry remains financially resilient and well-

capitalised. 

  

Trustees should continue to apply prudent financial risk management practices to safeguard the long-term 

sustainability of their schemes and protect members against future financial shocks. At the same time, schemes 

with adequate reserve levels should carefully consider the appropriate use of accumulated funds to mitigate the 

impact of healthcare cost inflation on members where financially justifiable, rather than immediately passing all 

cost increases on through above-inflation contribution adjustments. Any use of reserves must, however, be 

balanced against the need to maintain long-term solvency and compliance with statutory requirements. 

 

 

4. KEY CMS RECOMMENDATIONS 

 

4.1. 2027 Contribution Increases  

The South African economy continues to face significant headwinds arising from elevated oil prices associated 

with the ongoing conflict in the Middle East. Although Brent crude oil prices moderated slightly over the past month 

following sustained increases during the first half of 2026, escalating geopolitical tensions in the region have 

contributed to a recent resurgence in oil prices. The continued pressure on energy and food prices stemming from 

global developments is expected to keep inflationary risks elevated, with the prospect of further interest rate 

increases should the conflict persist. Consequently, consumers are likely to remain under considerable financial 

strain, with household budgets continuing to face significant pressure. 

To cushion households grappling with the cost-of-living crisis, which has been amplified by elevated fuel prices, 

the CMS recommends that contribution increases and cost assumptions for the 2027 benefit year be anchored at 

3.8%, with any additional provision for solvency requirements being supported by each scheme's financial position, 
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solvency needs, and demographic risk profile. The recommendation is aligned with the South African Reserve 

Bank's 2027 CPI projections, as outlined in the July 2026 MPC statement. 

 

The CMS uses salary inflation as a proxy measure for assessing the affordability of annual contribution increases. 

Although private medical inflation generally exceeds CPI by between 2 and 3 percentage points, the CMS believes 

that industry cost increase assumptions should remain linked to inflation. Contribution increases that exceed CPI 

place an undue financial burden on medical scheme members. High medical scheme contribution rates also serve 

as a barrier to entry, particularly for younger beneficiaries, posing a significant threat to the long-term sustainability 

of the industry. 

 

The Registrar is also cognisant that some medical schemes may require contribution increases above the CMS's 

recommended CPI-linked benchmark. In such cases, Trustees must submit a comprehensive business plan 

supported by clear financial and actuarial justification. The business plan must fully comply with the requirements 

of Advisory Practice Note (APN 303) on the adequacy of contributions, as issued by the Actuarial Society of South 

Africa (ASSA). 

 

Given the potential financial impact on members, the Registrar may require a medical scheme to obtain a second 

independent actuarial opinion to support above-inflationary contribution increases, particularly where the 

underlying pricing assumptions cannot be adequately substantiated. The Registrar's decision to approve or decline 

any proposed contribution increase will remain evidence-based and will take into account the financial position, 

solvency requirements, and demographic risk profile of each medical scheme. 

 

 

4.2. Increase in Managed Care and Administration Fees  

To further insulate members against higher contribution increases, the CMS recommends that increases in non-

healthcare expenditure (NHE) for the 2027 benefit year be limited to 3.8%, in line with projected inflation. In the 

current adverse macroeconomic environment, there is no economic justification for NHE increases above CPI, as 

these costs are ultimately borne by members through higher monthly contributions. Medical schemes with sufficient 

economies of scale are expected to utilise strategic purchasing when contracting with service providers to promote 

value-based healthcare and improve cost efficiency. Trustees must also strive to incorporate efficiency and 

performance measures into managed care contracts to enhance operational efficiency and improve the quality and 

effectiveness of patient care delivery.  

4.3. Trustees’ Fiduciary Duties in Pricing  Decisions  

The Registrar is concerned by instances where annual contribution decisions appear inconsistent with the financial 

and actuarial evidence presented to Boards of Trustees. While engagement with stakeholders on matters affecting 

members is both necessary and appropriate, Trustees are reminded that, in terms of Section 57 of the Medical 

Schemes Act, they are required to act with due care, diligence, and in the best interests of the medical scheme 

and its beneficiaries. 

Trustees must ensure that annual contribution increases appropriately balance affordability considerations with the 

long-term financial sustainability of the scheme, including compliance with Regulation 29 and the maintenance of 

adequate reserves. Decisions relating to contributions should be informed by credible financial, actuarial and 

operational evidence, and should not compromise the solvency, sustainability or sound governance of the scheme.  
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Where contribution levels are set below those reasonably supported by the underlying financial and actuarial 

position of the scheme, Trustees should be able to demonstrate the basis for such decisions and the measures 

implemented to mitigate any resulting risks. The Registrar may apply heightened regulatory scrutiny where 

contribution decisions are not adequately supported by the financial and actuarial position of the scheme, or may 

adversely affect its financial soundness or the interests of beneficiaries. 

This approach strikes a balance between affordability, sustainability and good governance, while reinforcing the 

fiduciary responsibilities entrusted to Boards of Trustees. 

4.4. Review of Third-Party Service Provider Arrangements 

To control the spiralling costs of healthcare and fulfil their fiduciary duties to beneficiaries, Trustees and Principal 

Officers must ensure that services are procured in a competitive manner and periodically evaluate the efficiency, 

effectiveness, and value-for-money of existing contracts with service providers. Where appropriate, schemes 

should seek to renegotiate such agreements and pass any resulting efficiency gains on to members through lower 

contribution increases or enhanced benefits. 

Where contracted third-party entities fail to demonstrate value for money or deliver measurable benefits to 

members, Boards of Trustees (BoTs) must review such arrangements and take the necessary remedial action. 

This may include, but is not limited to, imposing applicable penalties, renegotiating contract terms, implementing 

performance improvement measures, or, where justified, exploring alternative service providers through a 

competitive and transparent procurement process.  

 

There is no economic justification for the subversion of competitive procurement processes by a perpetual renewal 

of contracts. Trustees are expected to exercise appropriate oversight to ensure that all contractual arrangements 

contribute to improved efficiency, affordability, and quality of care, while safeguarding the financial interests of 

beneficiaries. 

 

4.5. Application For Registration of New Benefit Options 

Based on the findings of the Health Market Inquiry (2019), the current proliferation of benefit options and complex 

benefit structures have a negative impact on consumers and competition in the market. Accordingly, medical 

schemes should regularly review their benefit offerings with a view to consolidating and, where appropriate, closing 

benefit options that are not sustainable in terms of both membership and financial performance, as required in 

terms of Section 33(2)  of the Act.  

The Registrar, with the concurrence of the Council, will only consider applications for the registration of new benefit 

options under exceptional circumstances. Any business plan submitted in support of a new benefit option must be 

founded on innovative strategies aimed at improving affordability while ensuring that potential members have 

access to quality private healthcare services, including preventive and virtual care benefits.  

 

Furthermore, the proposed healthcare delivery model must be based on the principles of strategic purchasing and 

value-based contracting with cost-efficient healthcare providers, with the objective of enhancing quality, efficiency, 

and value for beneficiaries. 

 

4.6. Independent Actuarial Review of Pricing Models 

A detailed motivation for all proposed benefit and contribution changes must accompany each submission. The 

guidance provided above regarding the limits on cost increase assumptions should be taken into consideration 
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when assessing the adequacy of contribution increases. As indicated in Circular 29 of 2012, the report submitted 

in support of the proposed amendments must comply with the requirements of the Advisory Practice Note (APN 

303), published by the Actuarial Society of South Africa (ASSA), entitled “Advice to South African Medical Schemes 

on Adequacy of Contributions.” The report must be prepared by a person with the appropriate actuarial and/or 

statistical expertise and should include the following information: 

• Benefit changes 

• Contribution increases 

• Non-healthcare expenses 

• Assumptions 

• Year-to-date financial performance 

• Financial projections 

 

4.7. Actuarial Review of Loss-Making Benefit Options 

Section 33(2) of the Act prescribes that benefit options must be self-supporting in terms of both financial and 

membership performance and must not jeopardise the financial soundness of any existing benefit option within a 

medical scheme. However, some benefit options have historically continued to incur underwriting deficits, which is 

inconsistent with the requirements of Section 33(2).  

To this end, all actuarial reports submitted for the 2027 benefit year must include a dedicated section providing a 

detailed technical analysis of each loss-making option. The report must outline the reasons for the underwriting 

deficit and set out a sustainable long-term turnaround strategy that does not result in excessive contribution 

increases or a reduction in member benefits. In addition, schemes are required to provide a sensitivity analysis of 

the financial implications of closing such options from both a member and scheme perspective. 

4.8. Deviation from  the Requirements of APN 303 on Adequacy of Contributions 

The CMS remains concerned about instances where contribution recommendations may not fully comply with the 

requirements of APN 303 as a result of undue influence on actuaries during the pricing process. The Registrar 

reiterates that actuaries are required to exercise their professional judgement independently, objectively, and in 

accordance with the applicable professional standards and regulatory requirements at all times. 

 

In particular, actuaries are cautioned against endorsing contribution levels that are knowingly inadequate, 

unsustainable, or unsupported by sound actuarial principles to enhance a medical scheme's competitive position 

or to secure an unfair advantage in the market. Such practices undermine the financial sustainability of medical 

schemes and may lead to the progressive erosion of reserves, thereby increasing the likelihood of non-compliance 

with statutory solvency requirements and threatening the long-term interests of beneficiaries.  

 

While Trustees remain responsible for determining the final annual contribution increases, this responsibility does 

not diminish actuaries' obligation to provide independent, objective, and unbiased professional advice regarding 

the adequacy of the proposed contributions. Actuaries must not allow any commercial, competitive, or governance 

pressures or any other external pressure to influence their professional opinion. 

 

The CMS will continue to scrutinise instances where contribution recommendations appear inconsistent with the 

underlying claims experience, demographic risk profile, benefit design and solvency requirements. Where there is 

clear evidence that an actuary has failed to maintain professional independence or has not complied with the 

requirements of APN 303, the Registrar may consider appropriate regulatory action, including referral to the 
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Actuarial Society of South Africa and any other measures deemed necessary to protect beneficiaries and 

safeguard the financial soundness of medical schemes. The CMS further requires that all APN 303 reports 

submitted in support of the 2027 benefit year pricing process be signed off by an actuary holding a valid Healthcare 

Practising Certificate issued by the Actuarial Society of South Africa. 

 

4.9. Medium-Term Cost Increase Assumptions 

The CMS further provides the industry with two-year forward-looking cost increase assumptions to assist the 

market with future planning. These assumptions aim to anchor private sector cost increases to consumer inflation 

to keep medical scheme contributions affordable. Persistent above-inflationary cost increases pose a significant 

risk to the industry's long-term financial sustainability, as consumers ultimately bear the financial burden. All things 

being equal, industry cost increase assumptions are projected to increase by 3.8% for the 2027 benefit year before 

moderating further to 3.1% for the 2028 benefit year. These projections are subject to revision in line with the South 

African Reserve Bank's quarterly MPC inflation forecasts.  

4.10. Communication of 2027 Benefit and Contributions Changes 

As stipulated in Section 31(2) of the Act, any amendment, rescission, or addition to the rules of a medical scheme 

is deemed valid only once approved by the Registrar. Furthermore, in accordance with Section 29(1)(l) of the Act, 

medical schemes are required to provide members with advance written notice of any proposed changes to 

contributions and benefits. All communications to members regarding such changes must include a disclaimer 

stating that the amendments will become effective only upon approval by the Registrar. 

 

5. MANDATORY STATUTORY REQUIREMENTS FOR SUBMISSION OF RULE AMENDMENTS 

 

The following process must be adhered to when submitting amendments in terms of Section 31(3), Section 33 (1), 

(2) and (5), Regulation 2(d) and Regulation 4(b) and (d) of the Medical Schemes Act: 

 

5.1. Schemes must submit a PDF (not scanned), dated and certified resolution of their respective Board of 

Trustees (BoTs) with the wording “Certified as having been adopted in terms of the rules” together with a 

summary of the changes and a copy of the rules with tracked changes of the proposed amendments to the 

respective benefits and/or contributions to expedite the review process. The format for tracked changes can 

either be shown in the margin in balloons or as underlined/strikethrough of the text to ensure that the 

submission is apparent. 

 

5.2. Any rule amendments that the CMS requested in previous submissions must be incorporated into the 

current amendments if they have not been effected already.  

 

5.3. No text should be underlined in the original documents or copies of the rules of each medical scheme. 

 

5.4. Appendix 1A or 1A (2) must only be completed for each benefit option that was registered in 2026, and 

again for all benefit options which the scheme intends to register in 2027. Schemes are required to include 

the scheme registration number (Scheme Ref No) and benefit option identifier (Benefit Option Id) in the 

respective cells of the Appendix. 
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5.5. Appendix C or C (2) must be completed for each benefit option that was registered in 2026, with different 

contribution rates based on income band or efficiency-discounted (EDO) sub-options, in an instance 

where the benefit option is to be registered for 2027. Schemes are required to include the scheme 

registration number (Scheme Ref No) and benefit option identifier (Benefit Option Id) in the respective cells 

of the Appendix. 

 

5.6. Appendix 1B must be completed for the entire medical scheme for both 2026 and 2027. Please note that 

schemes under close monitoring by the CMS need to provide input on the approved solvency ratio (row y) 

for 2026 and 2027 in Appendix B as per the approved business plan. The projected solvency ratio for 2026 

and 2027 in Appendix 1B will be assessed in terms of the solvency ratio outlined in the business plan 

approved by the CMS, and any deviation must be explained in the scheme’s submission. Schemes are 

required to include the scheme reference number (Scheme Ref No) in the provided cell. 

 

5.7. Appendix D requires information about the assumptions on cost increases and utilisation that medical 

schemes used in determining their respective contribution increases for the 2027 benefit year. Each medical 

scheme must complete the spreadsheet one time only, and deviations from the guideline assumptions 

must be explained in the motivation for increases. Schemes are required to include the scheme reference 

number (Scheme Ref No) in the provided cell. 

 

5.8. All the Appendices must be submitted by the deadline date. Only the spreadsheet template provided 

should be used for the submission. The spreadsheet is available on the CMS website. 

 

5.9. Schemes seeking to register efficiency-discounted sub-options must have obtained an exemption from 

Section 29(1)(n) of the Medical Schemes Act. Section 8(h) stipulates that only the Council has the power 

to grant exemptions from any provision of the Act. It should be noted that the CMS must grant an exemption 

for each efficiency-discounted sub-option. An exemption is not granted at the scheme level. All exemptions 

must follow the process outlined in Circular 33 of 2021. 

 

5.10. Schemes are further required to indicate percentage changes on any benefits that are being amended in a 

tabular form (submitted in Word/Excel format electronically), as follows: 

 

Name of benefit option 

Benefits/services 2026 2027 % Change 

e.g., day-to-day limit e.g., R10 000 per 

beneficiary 

e.g., R11 000 per 

beneficiary 

10% increase 

 

5.11. In instances where registered rules or rule amendments impose monetary limits on benefits, an explicit 

condition must be included indicating that the limits do not apply to the Prescribed Minimum Benefits (PMBs) 

and further stating that PMBs are paid in full when making use of a designated service provider (DSP). The 

submission of rule amendments with limits on PMB conditions will be amended to highlight the fact that the 

PMBs are provided at no cost to beneficiaries. This is to ensure that rule amendments are compliant with 

the Medical Schemes Act and are fair to beneficiaries. 

 

5.12. To expedite the rule registration process, schemes are required to submit amendments to rules relating to 

the changes to the contributions and benefit changes only. Changes to the main rules will not be 

prioritised unless they have a material impact on the benefit and contributions, for example, an amendment 
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relating to scheme tariffs. The rest of the changes to the main rules must only be submitted or attended to 

once the amendments to the contribution and benefits changes have been approved by the Registrar. 

 

5.13. All the 2027 rule submissions must be made electronically here. New users must first complete this 

authorisation form to be granted access. 

 

5.14. The deadline for the submission of applications for registrations of new benefit options and EDOs to be 

implemented from 1 January 2027 is 1 September 2026, while the deadline for contribution and benefit 

changes is 1 October 2026. Applications received after 1 September 2026 will not be attended to until the 

CMS has considered all the benefit and contribution amendments of those medical schemes that submitted 

their amendments by the stipulated deadline.  

 

5.15. Medical schemes that require additional time to finalise their 2027 pricing decisions must submit a request 

for an extension to the Registrar, outlining the reasons for the request and the specific circumstances 

necessitating additional time. Nonetheless, the CMS continues to encourage early submissions.  If you 

have any questions or concerns regarding the submission process and requirements, please do not hesitate 

to contact the Benefits Management Analyst assigned to your scheme at the CMS.  

Your cooperation is greatly appreciated, and we look forward to providing any assistance you may require. 

 

Yours sincerely, 

 

 

 

 

_____________________________                                                                       

Dr Musa Gumede                                                                                               

Chief Executive & Registrar                                                                             

Council for Medical Schemes 
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