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ADDENDUM
Reference: Auditor independence and economic inclusion
Contact person: Mr Louis Rikhotso
E-mail: Lrikhotso@medicalschemes.co.za
Date: 16 September 2026

Auditor Independence and Economic Inclusion Response Analysis

The Council for Medical Schemes (CMS) issued Circular 44 of 2025 to solicit inputs on the proposed implementation
of auditor rotation and the restriction of non-audit services on medical schemes auditors. The closing date for input was
30 April 2026.

Inputs were received from nine participants, including the Independent Regulatory Board for Auditors (IRBA) and the
South African Institute of Chartered Accountants (SAICA) Medical Schemes Project Group (MSPG), which consists of
representatives from auditors and medical schemes. The feedback received will help shape the CMS’ auditor reform
in the medical schemes industry. This addendum summarises the comments received and the CMS response thereto.
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Subject

Consultation feedback

CMS response

Auditor rotation -
proposal

Independent Requlatory Board for Auditors (IRBA)

IRBA supports CMS’ stated objectives of strengthening independence, enhancing audit quality, and
promoting economic inclusion and transformation within the medical schemes audit environment.

IRBA notes that the CMS’ proposals are explicitly grounded in Section 36(2) of the Medical Schemes
Act (MSA), which empowers the Registrar to approve auditor appointments subject to conditions
deemed appropriate.

This statutory positioning represents a material distinction from IRBA's previously withdrawn
Mandatory Audit Firm Rotation (MAFR) rule, which was introduced under the Auditing Profession Act
(APA) and applied broadly across the audit profession. Further, the CMS proposals apply to PIEs and
non-PlEs; as a result, the CMS may want to consider the consequences on the market due to this
extension.

In this regard, IRBA notes that:

The Supreme Court of Appeal decision relating to IRBA’s MAFR rule turned on jurisdictional authority,
rather than a rejection of the policy rationale underpinning audit firm rotation; and

The CMS proposal operates within a sector-specific regulatory framework by imposing conditions on
medical schemes and their audit committees, rather than professional conduct rules directed at
auditors.

The CMS wishes to thank IRBA for its
support. The CMS has made the
decision to limit audit firm rotation to PIE
schemes. Audit partner rotation will be
enforced as it relates to non-PIE
schemes.

Auditor rotation -
proposal

Anonymous response: Audit committee

The proposal to apply mandatory audit firm rotation to both Public Interest Entities (PIEs) and Non-
PIEs is inconsistent with the IRBA’s current mandatory audit firm rotation requirements, which apply
only to PIEs. Furthermore, the number of CMS accredited auditors is limited, and several of these
firms do not operate nationally. This may result in increased costs where auditors are required to travel
across provinces.

Medical scheme audits also do not appear to be a strategic priority for many audit firms, as reflected
in the relatively small number of firms accredited by the CMS. In practice, only those firms with strong

The CMS notes and appreciates the
comments and have made the decision
to limit audit firm rotation to PIE
schemes. Audit partner rotation will be
enforced as it relates to non-PIE
schemes.
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expertise and experience in medical scheme audits will be considered, further narrowing the available
pool of auditors. According to the CMS 2024 Annual Report, the four largest audit firms currently audit
79% of all schemes, indicating that schemes predominantly rotate among these firms to maintain audit
quality.

Smaller schemes face an additional challenge: larger audit firms may have limited interest in auditing
smaller and less profitable schemes. This reluctance is compounded by the fact that all medical
schemes have a 31 December year-end, placing the audits squarely within the firms’ peak audit
season.

A workable solution will be to allow audit partner rotation for non-PIEs instead of audit firm rotation.

Auditor rotation -
proposal

Anonymous response: Audit committee

The complexities and costs associated with audit firm rotation should be carefully considered, along
with the willingness of firms to assume responsibility for new schemes. It is important to note that
Boards of Trustees, as well as members more broadly, prioritise independent, high-quality audits that
are delivered in a cost-effective manner. We are of the view that non-PIE medical schemes can
effectively achieve this objective through the appointment of a single audit firm, complemented by
adequate audit partner rotation.

The CMS appreciates the comments
and have made the decision to limit
audit firm rotation to PIE schemes.
Audit partner rotation will be enforced
as it relates to non-PIE schemes.

Auditor rotation -
proposal

Audit & Risk Committee of Profmed

Background
Auditor rotation can lead to enhanced independence by reducing familiarity, enhancing objectivity and

increasing competition among audit firms.
Conversely, auditor rotation is likely to lead to increased audit costs due to the transition of audit firms
and audit-team members, potential decline in audit quality (particularly in the short-term) and

decreased institutional knowledge of incoming auditors.

In terms of the Companies Act (section 92), external audit partner rotation is compulsory every 5 years.

The CMS notes and appreciates the
comments.

CMS will be relying on the provisions of
Section 36(2) of the Medical Schemes
Act, which provides powers to the
Registrar to put conditions on the
approval of auditors.

CMS has noted the concerns
communicated in the audit and risk
committee’s response and has made
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In terms of King IV and King V, audit firm (but not external audit partner) rotation is voluntary but
encouraged.

In 2023, the Supreme Court of Appeal in the case of East Rand Member District of Accountants v
IRBA held that the Independent Regulatory Board for Auditors (IRBA) could not restrict the freedom
of companies to appoint external auditors. The IRBA does not have the legislative mandate to compel
audit firm rotation, but Parliament could amend the Auditing Profession Act to compel mandatory audit
firm rotation (MAFR).

It is therefore submitted that the CMS could face legal challenges if it compels audit firm rotation and
that the auditing profession regulations (including independence and rotation) should remain in a
singular body, being the IRBA.

If the CMS and other regulators require external auditors to comply with their own standards, this could
lead to inconsistent or conflicting standards for external auditors in different sectors.

Proposal
Insofar as medical schemes are concerned, Profmed’s Audit & Risk Committee suggests that the CMS

should:

1. Instruct Medical Schemes to annually evaluate the independence of the external auditor/s,
via their Audit & Risk Committee;

2. Instruct Medical Schemes that they must ensure that the audit firm rotates the audit partner
at least every five years and that there is a cooling-off period in that an audit partner cannot
be re-appointed for at least three years after being rotated;

3. Encourage Medical Schemes to request proposals for evaluation, from accredited audit firms,
for the Audit & Risk Committee to evaluate at least every five years.

If the Auditing Profession Act is amended by Parliament to compel MAFR, then the CMS could compel
Medical Schemes to mandatorily rotate audit firms every five years.

the decision to limit audit firm rotation to
PIE schemes. Audit partner rotation will
be enforced as it relates to non-PIE
schemes.

Auditor rotation -
proposal

PricewaterhouseCoopers Inc.

The CMS wishes to thank PwC for its
support.
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e PwC supports the implementation of auditor rotation as a mechanism to strengthen auditor
independence and enhance overall audit quality.

e However, the current proposal applies the envisaged rotation requirements to both Public
Interest Medical Schemes (PIE schemes) and non-Public Interest Medical Schemes
(non-PIE schemes). Implementing mandatory rotation across all scheme categories may
present significant complexity, administration, time and cost pressures, particularly for
non-PIE schemes that have smaller operational structures and limited resources. To
safeguard auditor independence and reduce the familiarity threat, our internal independence
policies require audit partner rotation on Public Interest Entities (PIEs) and non-PIEs, with
the rotation period being more often for PIE entities. In line with these principles, we
respectfully recommend that the Council for Medical Schemes (CMS) consider easing the
burden on non-PIE Schemes by adopting a similar partner rotation as opposed to an audit
firm rotation requirement.

CMS has noted the concemns
communicated in the firm’'s response
and has made the decision to limit audit
firm rotation to PIE schemes. Audit
partner rotation will be enforced as it
relates to non-PIE schemes.

Auditor rotation -
proposal

SAICA MSPG

Our members support the principle of mandatory auditor rotation as a governance measure that
strengthens auditor independence and aligns with broader industry and regulatory trends. It was noted
that a number of larger medical schemes are already implementing auditor rotation as part of good
governance practices. Members further highlighted the importance of distinguishing between audit
partner rotation and audit firm rotation, noting that partner rotation alone may be more appropriate and
practical for smaller or closed schemes, given the significant cost implications and capacity constraints
associated with audit firm rotation.

Members raised concerns about the already limited — and further shrinking — pool of audit firms
available to audit medical schemes. For example, the CMS list of accredited audit firms currently
includes only 15 firms, which makes the rotation process challenging. Members cautioned that this
may result in schemes being compelled to appoint audit firms with limited sector-specific expertise,
particularly in specialised areas such as information technology (IT) audits, due to the limited options
available.

The CMS wishes to thank the members
of SAICA MSPG for their support.

CMS has noted the concemns
communicated in the society’s response
and have made the decision to limit audit
firm rotation to PIE schemes. Audit
partner rotation will be enforced as it
relates to non-PIE schemes.
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Members noted that, as not-for-profit entities, medical schemes do not have surplus funds to absorb
audit inefficiencies, which ultimately erode medical schemes' members’ funds. Mandatory auditor firm
rotation would introduce additional costs, including first-year inefficiencies, which are often more
pronounced where smaller audit firms are appointed.

Members further raised concerns that, particularly in smaller and closed medical schemes, board
members are often drawn from audit firms, which creates governance constraints when sourcing
trustees and board members. This further reduces the pool of audit firms with the necessary
experience and resources to audit such schemes, especially when certain audit firms are excluded
due to board representation. As a result, the auditor rotation process becomes even more difficult.

In addition, members highlighted that the AQls, together with strengthened CMS review processes
and active audit committee oversight, already provide effective mechanisms to enhance auditor
independence and audit quality. These measures were viewed as more appropriate and risk-based
than imposing mandatory firm rotation on all schemes regardless of their size, complexity and/or risk
profile.

While recognising the importance of auditor independence safeguards, members recommended that
mandatory firm rotation be limited to medical schemes that are PIEs. This approach is consistent with
the IRBA Rule on MAFR, which members noted is likely to be reintroduced for PIEs in the near future.
Members therefore recommended that the CMS not set a precedent by introducing requirements,
rules, or practices that differ from those of the IRBA or the International Ethics Standards Board for
Accountants (IESBA).

Auditor rotation -
proposal

Deloitte & Touche

Firm rotation is not currently a requirement or best practice for non-PIEs according to the IRBA Practice
Guide. Deloitte’s recommendation in this regard is that the CMS should not apply different
independence requirements than IRBA applies. The CMS’s rules regarding auditor rotation should
align with the IRBA requirements and International Code of Ethics for Professional Accountants
(IESBA Code).

The CMS notes and appreciates the
comments and will reflect on the
recommendation received.
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Auditor rotation -
proposal

Anonymous response: Auditor

This is supported.

The CMS is thankful for the support.

Auditor rotation -
proposal

Health Funders Association (HFA)

It is important to distinguish between audit partner rotation and audit firm rotation. HFA supports the
principles within King, which place responsibility on ARCs to assess whether rotation is appropriate.

HFA supports audit firm rotation as one mechanism to enhance auditor independence where it is
proportionate and practical. In principle, we support a 10-year rotation period for PIEs, as a good
governance step. However, we note that MAFR s currently not mandatory for either PIE or non-PIE
schemes. While HFA supports audit firm rotation for PIE schemes, we believe that the approach should
be based on best practice which should be set out by IRBA. Furthermore, we believe that ARCs should
be empowered to make the decisions in this regard, given the significant constraints within the sector,
and the unique situation that each scheme faces:

e Limited Pool of Specialised Audit Firms

The medical schemes sector requires highly specialised audit expertise, including CMS
accreditation. There are currently approximately 15 CMS-approved audit firms, compared to
around 1,760 firms registered with IRBA nationally. This constraint is further compounded by
market concentration, with CMS data indicating that two major firms account for approximately
79% of audit fees in the sector. This level of concentration significantly constrains effective
competition, limits access to experienced resources and reduces the practical feasibility of
mandatory rotation across the full sector. Larger audit firms already face capacity constraints
during the peak audit period associated with 31 December financial year-ends. As major
corporates rotate between firms, this further limits their ability to take on additional medical
scheme audits within the same timeframe.

In an effort to grow the pool of auditors, some of our members who have engaged with medium-
large audit firms have related that they are reluctant to audit medical schemes due to the
regulatory risk and view them as not being commercially viable. Some of our members who have

The CMS notes and appreciates the
comments.

It should be noted that the introduction
of auditor rotation was done in close
consultation with IRBA.

CMS has noted the concemns
communicated in the society’s response
and have made the decision to limit audit
firm rotation to PIE schemes. Audit
partner rotation will be enforced as it
relates to non-PIE schemes.
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attempted to engage with smaller audit firms often find that they do not have the capacity, skills
or financial resources to invest in the required skills for medical schemes. At the same time, both
smaller and larger schemes require experienced auditors capable of delivering high-quality audits.
In such a constrained market, mandatory rotation may reduce auditor choice and result in
schemes having limited or suboptimal options when required to appoint new auditors.

e Cost and Efficiency

Implications: Mandatory rotation is likely to introduce ongoing transition costs and operational
inefficiencies. The appointment of a new audit firm involves a significant learning curve,
particularly in a specialised sector such as medical schemes. During the initial years of an
engagement, additional time and resources are required for the incoming auditor to gain a
sufficient understanding of the scheme’s operations, systems, and risk environment. These
transitional inefficiencies may translate into increased audit costs and potential disruptions. Given
that medical schemes are not-for-profit, increased audit costs ultimately translate into higher
member contributions. These risks are particularly pronounced for smaller and non-PIE schemes,
where the combination of limited auditor choice, higher relative costs, and operational disruption
may have a disproportionate impact. Ultimately, these costs are borne directly by members
through higher contributions and/or reduced benefits.

o Disproportionate Impact on Non-PIE Schemes.
Smaller (non-PIE) schemes face additional and disproportionate challenges, including:

o Limited access to suitably qualified audit firms.

o Reduced bargaining power in procurement processes.

o Higher relative cost increases.

o Reduced responsiveness from audit firms due to lower fees relative to complexity and
risk. In this context, mandatory rotation may lead to suboptimal audit outcomes, which is
not the intended outcome.

If not appropriately calibrated, MAFR may inadvertently reduce audit quality, limit auditor choice,
and increase costs to members, particularly within the non-PIE segment.
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Role of Audit and Risk Committees (ARCs): Audit and Risk Committees play a critical role in
safeguarding auditor independence and promoting audit quality. As independent governance
structures, they enable informed and transparent decision-making regarding the appointment,
oversight, and rotation of auditors. ARCs should adopt formal policies aligned with King and AQls,
which provide for:

o Ongoing assessment of auditor independence.

Mandatory audit partner rotation.

Oversight of non-assurance services.

Continuous evaluation of audit performance.

Strengthening ARC capability is a more effective and sustainable mechanism for
safeguarding independence than imposing rigid, one-size-fits-all regulatory requirements.

0O O O O

In practice, ARCs are better positioned than prescriptive rules to assess independence risks on a

case-by-case basis, particularly in a specialised and capacity-constrained market.

HFA Recommendations: on MAFR, HFA’s recommendations are grounded in practicality and

governance principles:

e ARC remains as Primary Gatekeepers HFA recommends that ARCs should remain the primary
gatekeepers of auditor independence and audit quality, supported by formal policies aligned with
King and AQls, which:

o Strengthen audit committee oversight.
o Require audit partner rotation.
o Leverage Audit Quality Indicators (AQls).

Partner rotation alone may be more appropriate and practical for non-PIE schemes, given the
significant cost implications and capacity constraints associated with audit firm rotation.

Auditor rotation -
proposal

BDO

We recommend that CMS explicitly position audit-firm rotation as an independence safeguard and
governance consideration to be evaluated by each medical scheme’s board and audit committee,
rather than as an automatic consequence of tenure. The final decision should be supported by
documented professional judgement and a risk-based assessment of independence threats and the

CMS has noted the concerns raised in
BDO’s response and has made the
decision to limit audit firm rotation to PIE
schemes. Audit partner rotation will be
enforced as it relates to non-PIE
schemes.
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effectiveness of safeguards. We note the inherent trade-off between auditor independence and
continuity of institutional knowledge. Accelerated or informal rotation may, in certain circumstances,
increase first-year audit risk, reduce audit efficiency, and increase costs ultimately borne by medical
scheme members.

To avoid duplication, inconsistency or uncertainty, it would be helpful for the circular to align to existing
frameworks, including the Codes issued by the IRBA and the International Ethics Standards Board for
Accountants (IESBA), as well as existing governance guidance applicable to medical schemes.

In addition, it may be useful for the circular to explicitly acknowledge existing safeguards already
embedded in the IRBA and IESBA Codes, including the requirement for engagement partners in key
audit partner roles to rotate after a prescribed period (with applicable cooling-off period). This partner
rotation requirement is an established independence safeguard that helps address familiarity and self-
interest threats and should be reflected to avoid duplication or cutting across existing ethical
requirements.

The circular would be strengthened by a clearer articulation of the audit committee’s role in identifying
and evaluating threats to auditor independence, and by confirming that independence evaluations are
expected to be risk-based and proportionate, rather than driven by tenure considerations alone.

CMS should also consider clarifying documentation expectations—i.e., what evidence medical
schemes should maintain (and make available during regulatory reviews) to support independence
assessments, tenure considerations and inclusion decisions. This could include the audit committee’s
rationale, the safeguards applied, and the outcomes of periodic independence evaluations, noting that
well-supported, evidence-based judgement should be recognised in oversight engagements. It may
also be helpful for the circular to leverage audit quality indicators already being reported to enable
ongoing monitoring of auditor independence in a consistent and transparent manner.

We also note that the pool of currently accredited audit firms with the capacity to audit medical
schemes is relatively limited, which may constrain competition and the practical availability of
alternative auditors in the event of rotation or re-tendering.

10
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Should a decision be made to enforce mandatory firm rotation as proposed in the circular, we
recommend that mandatory firm rotation be applied only to medical schemes that qualify as public
interest entities (PIEs). This position is consistent with the IRBA’s mandatory audit firm rotation (MAFR)
requirements, which are expected to be reintroduced for PIEs in the near term.

Auditor rotation -
Tenure and cooling
off periods

PricewaterhouseCoopers Inc.

- The Companies Amendment Act 16 of 2024, which became effective on 27 December 2024, includes
an amendment reducing the auditor cooling-off period from five years to two years. In light of this
legislative development, we recommend that the CMS consider aligning its proposed requirements
with the amended Companies Act by revising the eligibility period for auditor reappointment.
Specifically, we propose that the required cooling-off period be adjusted to a short period, i.e. two
years, as opposed to the five-year period currently proposed.

- Guidance would also be required for situations where a medical scheme has already undergone
auditor rotation in prior years, but the cooling-off period was less than five years when the scheme
subsequently decided to re-tender or appoint a new auditor. This is important to ensure auditor
changes made in the absence of regulation in the intervening period are duly considered.

The CMS notes and appreciates the
comments and will reflect on the
recommendations received.

Section 92(1) and (2) of the Companies
Amendment Act 16 of 2024 addresses
audit partner rotation. CMS aligned our
audit partner rotation requirements with
the IRBA CPC (Revised).

Additional guidance has been included
to address cases where a medical
scheme rotated auditors in prior years,
but the cooling-off period was completed
before a subsequent retender or
appointment was less than five years.

Auditor rotation -
Tenure and cooling
off periods

SAICA MSPG

Members recommended that the proposed five-year cooling-off period be reduced to two years, in line
with the recent amendments to Section 92(2) of the Companies Act, 2008, as introduced by the
Companies Amendment Act 2024. This alignment would ensure regulatory consistency and avoid
imposing more stringent auditor independence requirements on medical schemes than those
applicable to other regulated entities.

The CMS notes and appreciates the
comments and will reflect on the
recommendations received.

Section 92(1) and (2) of the Companies
Amendment Act 16 of 2024 addresses
audit partner rotation. CMS aligned our
audit partner rotation requirements with
the IRBA CPC (Revised).

11
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Members considered a two-year cooling-off period to be sufficient to safeguard auditor independence
and audit quality, while also mitigating unintended consequences such as increased costs, first-year
inefficiencies and reduced access to audit firms with relevant medical scheme experience.

Auditor rotation -
Tenure and cooling
off periods

Independent Requlatory Board for Auditors (IRBA)

IRBA notes that the proposed maximum audit firm tenure of ten consecutive financial years, coupled
with a five-year cooling-off period, broadly aligns with international norms and with tenure parameters
previously contemplated in South Africa.

It should be noted that the proposal extends beyond medical schemes that are public interest entities.
It is important that CMS consider the availability of audit firms and registered auditors available to be
appointed.

IRBA supports CMS’s reliance on the IRBA Rule on the Disclosure of Audit Tenure to determine the
“earliest date of appointment”, as this approach:

e Promotes transparency and consistency.

e Establishes a single, credible reference point for tenure determination.

¢ Avoids the creation of parallel or bespoke tenure calculation methodologies.

Suggested clarification:

For avoidance of uncertainty, IRBA recommends that CMS clarify how audit firm tenure is affected by
mergers, acquisitions, or demergers, specifically whether tenure is deemed to continue or reset in
such circumstances. The CMS may want to consider the IRBA’s Frequently Asked Questions on
Disclosure of Audit Tenure in this regard.

IRBA’s support is appreciated.

As mentioned above, the CMS has
made the decision to limit audit firm
rotation to PIE schemes. Audit partner
rotation will be enforced as it relates to
non-PIE schemes.

Additional guidance has been included
to address the impact of demergers,
mergers and acquisitions on the
determination of the tenure.

Auditor rotation -
Tenure and cooling
off periods

Health Funders Association (HFA)

We suggest alignment with IRBA, which specifies a cooling off period of five years for the outgoing
audit firm before that firm may be eligible to be reappointed to audit the client’s financial statements.

The CMS appreciates the
recommendation and will reflect on it
carefully.

Section 92(1) and (2) of the Companies
Amendment Act 16 of 2024 addresses

12
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In the interest of consistency, we suggest alignment with the Companies Act, Section 92(2), which
states, ‘If the partner has served as the auditor or designated auditor of a company for two or more
consecutive financial years and then ceases to be the auditor or designated auditor, a cooling-off
period of at least two financial years is required’.

audit partner rotation. CMS aligned our
audit partner rotational requirements
with the IRBA CPC (Revised).

Auditor rotation -
Transitional
requirement

Independent Requlatory Board for Auditors (IRBA)

IRBA supports the inclusion of transitional provisions for medical schemes that have already exceeded
the proposed maximum audit firm tenure at the effective date. These provisions are important to
ensure orderly implementation and to mitigate undue disruption to audit continuity.

IRBA’s support is appreciated.

General Comment

Independent Requlatory Board for Auditors (IRBA)

IRBA expresses concern regarding the proposed effective date of 1 January 2027.

Given that:

¢ Auditor appointments for the 2027 financial year may already have been approved or concluded
by schemes; and

o Both audit firm rotation and non-audit service restrictions require careful tendering, contracting,
and transition planning, IRBA recommends that 1 January 2028 or later be considered as a more
practical effective date. This would support orderly implementation and reduce the risk of
unintended market disruption.

The CMS notes the concern and has
revised the implementation date to
financial years ending 31 December
2028.

Auditor rotation -
Transitional
requirement

PricewaterhouseCoopers Inc.

PWC - Should the proposed requirements be adopted, we recommend that medical schemes be
provided with a minimum of 24 months from the date of publication of the final rule to fully comply. This
transition period would allow schemes adequate time to plan, manage tender processes, address
independence considerations, and ensure a smooth and effective transition.

The CMS notes the concern has revised
the implementation date to financial
years ending 31 December 2028.

Should no audit firm changes occur up
to that date, two PIE medical schemes
will be required to rotate for the audit of
the 2028 annual financial statements
(AFS), with another rotation expected
for the audit of the 2029 AFS.

13
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General comment

Audit & Risk Committee of Profmed

Medical Schemes should be encouraged to apply the principles of King V with a focus on outcomes-
based governance rather than prescriptive rules and reinforcement of the Audit & Risk Committee as
the primary gatekeeper of audit quality and independence.

The CMS appreciates the comment
and will consider it carefully.

General comment

SAICA MSPG

Overall, members support the principle of mandatory auditor rotation as a good corporate governance
practice. However, members recommended that the Council for Medical Schemes (CMS) align with
the Independent Regulatory Board for Auditors (IRBA), as the IRBA Rule on Mandatory Audit Firm
Rotation (MAFR) is likely to be reinstated in the near future for Public Interest Entities (PIEs) and would
also apply to medical schemes that meet the PIE definition.

Members further recommended that mandatory firm rotation should apply only to PIEs, while smaller
or less complex schemes (non-PIEs) should instead continue to rely on board and audit committee
oversight, together with partner rotation due to cost and capacity constraints.

Members cautioned against a total prohibition on non-assurance services, noting that the IRBA Code
of Professional Conduct for Registered Auditors (IRBA Code) already provides robust principles and
safeguards to manage threats to auditor independence. They emphasised that decisions regarding
the approval of permissible non-assurance services should remain scheme-specific and within the
oversight of the audit committee.

Overall, members recommend alignment with the IRBA Code and MAFR requirements, proportionality
based on scheme size, complexity and risk, and reliance on board and audit committees’ oversight,
Audit Quality Indicators (AQls) and the CMS review processes.

The CMS appreciates the
recommendations and has made the
decision to limit audit firm rotation to PIE
schemes. Audit partner rotation will be
enforced as it relates to non-PIE
schemes.

General comment

BDO

We support and endorse CMS’s emphasis on auditor independence as a fundamental pillar of sound
governance and public confidence, together with audit quality and professional scepticism in a highly

The CMS notes and appreciates the
comments and will consider them
carefully.
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regulated environment. We further support the circular's focus on economic inclusion and
transformation, particularly in promoting broader participation within the audit profession.

These objectives are consistent with CMS'’s statutory mandate and align with broader national
imperatives relating to good governance and transformation.

In conclusion, Circular 44 of 2025 conveys important and constructive messaging regarding the
strengthening of auditor independence and the advancement of transformation. We submit,
however, that its effectiveness would be further enhanced by clarifying and reinforcing alignment
with the IRBA Code through a principles-based and risk-aligned approach, thereby supporting the
intended outcomes while maintaining the necessary flexibility and efficiency.

We encourage CMS to recognise the importance of audit committee judgement and proportionality in
implementing the circular, and to consider the potential cost implications for medical schemes (and
ultimately their members) arising from certain proposals. We appreciate the CMS'’s continued
engagement with stakeholders and would welcome further consultation as these governance
expectations evolve.

General comment

Independent Requlatory Board for Auditors (IRBA)

IRBA strongly recommends that the proposed audit firm rotation and non-audit service restrictions be
framed as conditions applicable to medical schemes and their audit committees, rather than as
obligations imposed directly on auditors.

This approach ensures that:
e Responsibility for compliance rests with the appointing party, consistent with the governance
role of audit committees; and
e Potential jurisdictional overlap with IRBA’'s mandate under the Auditing Profession Act is
avoided.
e Framing the measures as conditions of appointment under section 36(2) of the MSA
reinforces legal clarity and reduces the risk of unintended regulatory conflict.

The CMS appreciates the comment and
has amended the wording of the rule in
accordance with the recommendation.
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General comment

Health Funders Association (HFA)

HFA supports the objective of increasing participation and transformation within the audit profession.
However, given the concentration of audit activity within a small number of firms and the specialised
nature of the sector, transformation should be pursued through capacity-building and market
expansion, rather than rigid regulatory interventions. This may include:

e Structured participation of emerging firms in limited-scope engagements, which could serve

as a pathway for broader participation.

o Joint or shared audit models where appropriate.

e Industry-led mentorship and skills transfer.

e Collaboration with SAICA and other professional bodies.

The responsibility of exposing newer firms to medical schemes should primarily rest with IRBA. The
Annual Medical Schemes Accounting Guide further supports learning and information-sharing across
the sector. Transformation should be achieved primarily through capacity-building and market
expansion initiatives, including structured participation of emerging firms, mentorship programmes,
and collaboration with professional bodies such as SAICA, rather than through rigid or prescriptive
regulatory interventions.

Conclusion HFA supports the objectives of strengthening auditor independence, enhancing audit
quality, and promoting transformation within the audit profession. However, these objectives must be
achieved through a balanced, proportionate, and coordinated regulatory approach that reflects the
structural realities of the medical schemes sector. Ultimately, any increase in audit costs is borne
directly by members through higher contributions or reduced benefits.

In summary, HFA recommends:
e Alignment with IRBA to avoid regulatory fragmentation.
¢ ARCs should remain the primary gatekeepers of auditor independence and decisions relating
to audit rotation.
e Strengthened audit committee oversight supported by AQls.

The CMS appreciates the
recommendations and will consider
them carefully.

Section 92(1) and (2) of the Companies
Amendment Act 16 of 2024 addresses
audit partner rotation. CMS aligned our
audit partner rotational requirements
with the IRBA CPC (Revised).
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Subject

Consultation feedback

CMS response

A principles-based approach to non-assurance services.

Cooling-off period for audit firms to be aligned with IRBA.

Cooling-off period for audit partners to be aligned with the Companies Act, i.e. two years.
A phased, capacity-building approach to transformation.

This approach will ensure that independence is strengthened without compromising audit quality,
increasing costs unnecessarily, or undermining the sustainability of medical schemes and the value
delivered to members. In addition, it balances independence, audit quality, and market capacity in a
manner that is both practical and sustainable. A calibrated, proportionate approach will strengthen
independence while preserving audit quality, supporting transformation, and protecting member value.
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