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1

1.1

1.2

2

2.1

M Mphomela (Alternate: B Malaza) Chairperson (Employer Trustee) Appointed Chairperson 22.06.2019

CG Schmidt Employer Trustee Reappointed Trustee 22.06.2019

C Froneman (Alternate: J Martin) Employer Trustee Reappointed Trustee 22.06.2019

G van Dalen (Alternate: M Danisa) Employer Trustee Appointed Trustee 22.06.2019

JA Odendaal Employer Trustee Resigned Trustee 22.06.2019

S Mbhiza Member Trustee Reappointed Trustee 22.06.2019

Member Trustee Reappointed Trustee 22.06.2019

Member Trustee Resigned Trustee 22.06.2019

Member Trustee Appointed Trustee 22.06.2019

Member Trustee Reappointed Trustee 22.06.2019

2.2

2.3 Registered office address and postal address

PO Box 3201

15 Tambach Road

2000

Sandton

2.4 Medical Scheme Administrator during the year

Universal Healthcare Administrators (Pty) Ltd

PO Box 1411

15 Tambach Road Rivonia

2128

Sandton

Accreditation number: ADMIN:5

E Gilbert 

THE BUILDING AND CONSTRUCTION INDUSTRY MEDICAL AID FUND

REPORT OF THE BOARD OF TRUSTEES

FOR THE YEAR ENDED 31 DECEMBER 2019

The Board of Trustees hereby presents its report for the year ended 31 December 2019

DESCRIPTION OF THE MEDICAL SCHEME

The scheme is exempt from providing prescribed minimum benefits in terms of the provisions of Section 29(1)(o) of

the Act.

The scheme offers one benefit option which is restricted to employees of employers in the construction industry.

Terms of registration

The Building and Construction Industry Medical Aid Fund (the Scheme) is a not-for-profit closed medical scheme

registered in terms of the Medical Schemes Act 131 of 1998 (the Act), as amended.

Benefit option within The Building and Construction Industry Medical Aid Fund

MANAGEMENT

Board of Trustees in office during the year under review 

E Koji (Alternate: ZJ Ndlazi)

Name Details Appointment / 

S Mlangeni (Alternate: HR Maesela)

Sandton

Sunninghill Park 2149

PO Box 1554

J Mpe

Ms P Makatini

15 Tambach Road Rivonia

Universal House

Principal Officer

Sunninghill Park

Sunninghill Park

Universal House

Johannesburg

Universal House
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2 MANAGEMENT (continued)

2.5 Auditors

Ransome Russouw Incorporated

1 Mowbray Road PO Box 6706

Greenside Cresta

Johannesburg 2118

2193

2.6 Actuary

Insight Actuaries & Consultants Private Bag X17

400 16th Road, Central Park Halfway House

Midrand 1685

Johannesburg

1682

2.7 Investment Managers

Old Mutual Wealth Trust Company (Pty) Ltd PO Box 65014

2 Oxbow Crescent, Century City Benmore Gardens

Cape Town 2010

7441

Investec Wealth & Investment PO Box 78055

100 Grayston Drive, Sandown Sandton 

Sandton 2146

2196

Mazi Asset Management PO Box 784583

90 Rivonia Road Sandton

Sandton 2146

2196

3

4

THE BUILDING AND CONSTRUCTION INDUSTRY MEDICAL AID FUND

MANAGEMENT OF INSURANCE RISK

The primary insurance activity carried out by the scheme assumes the risk of loss from members and their

dependants that are directly subject to the risk. This risk relates to the health of the scheme members. As such

the scheme is exposed to the uncertainty surrounding the timing and severity of claims under the contract.

The scheme manages its insurance risk through benefit limits and sub-limits, approval procedures for

transactions that involve pricing guidelines, pre-authorisation and case management, service provider profiling

and the monitoring of emerging issues. 

The scheme uses several methods to assess and monitor insurance risk exposures both for individual types of

risks insured and overall risks. The principal risk is that the frequency and severity of claims are greater than

expected.

REPORT OF THE BOARD OF TRUSTEES

FOR THE YEAR ENDED 31 DECEMBER 2019

The scheme invested in equities, term deposits and money market instruments during 2019. This policy is

reviewed regularly, taking into consideration compliance with the Act, the risk and returns of the various

investment instruments and the surplus of funds available.

INVESTMENT STRATEGY OF THE MEDICAL SCHEME

The scheme’s investment objectives are to maximise the return on its investments on a long term basis at

minimal risk. The investment strategy takes into consideration both constraints imposed by legislation and

those imposed by the Board of Trustees. Details of investments are set out in the annual financial statements.

Investment decisions are made by the Board of Trustees to ensure that:

 - the scheme remains liquid;

 - investments are placed at minimum risk and the best possible rate of return;

 - investments are made in compliance with the regulations of the Act and; 

 - a risk assessment is performed.
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4

5

5.1

2019 2018

Average number of members during the accounting period 4 836                  4 846                

Number of members at 31 December 4 214                  4 897                

Average number of dependants during the accounting period 8 022                  8 099                

Number of dependants at 31 December 6 878                  8 204                

Average number of beneficiaries during the accounting period 12 858                12 944              

Number of beneficiaries at 31 December 11 092                13 101              

Dependant ratio at 31 December 1.63                    1.68                  

Net contributions per average beneficiary per month (R) 904                     856                    

Relevant healthcare expenditure per average beneficiary per month (R) 804                     717                    

Non-healthcare expenditure per average beneficiary per month (R) 116                     114                    

Relevant healthcare expenditure as a percentage of gross contributions (%) 89.00                  83.73                

Non-healthcare expenditure as a percentage of gross contributions (%) 12.85                  13.34                

Average age of beneficiaries 28.35                  27.49                

Pensioner ratio at 31 December 2.19                    2.01                  

Average accumulated funds per member at year end (R) 36 835                30 086              

Breakdown of total amount paid to administrator: 

 - Administration fees (R) 13 576 467        13 518 625      

 - Investment data collation fees (R) 107 149             99 403              

Return on investments as a percentage of investments (%) 9.12                    5.53                  

5.2 Results of operations

5.3 Solvency ratio

2019 2018

R R

Total members’ funds per Statement of Financial Position 155 221 961      147 330 393    

Less: Adjustment of prior year surplus - IFRS 9 -                          (4 885 048)       

Add: Cumulative net (losses)/gains on revaluation of investments (3 635 625)         2 665 245         

Accumulated funds per Regulation 29 151 586 336      145 110 590    

Gross contributions 139 416 721      132 963 223    

Solvency ratio:

(Accumulated funds/ Gross annual contribution income x 100) 108.7% 109.1%

5.4 Reserve accounts

Movements in the reserves are set out in the Statement of Changes in Funds and Reserves. There have been no

unusual movements that the trustees believe should be brought to the attention of the members of the

scheme.

The results of the scheme are set out in the annual financial statements, and the trustees believe that no

further clarification is required.

THE BUILDING AND CONSTRUCTION INDUSTRY MEDICAL AID FUND

REPORT OF THE BOARD OF TRUSTEES

FOR THE YEAR ENDED 31 DECEMBER 2019

REVIEW OF THE ACCOUNTING PERIOD’S ACTIVITIES

Operational statistics

MANAGEMENT OF INSURANCE RISK (continued)

Insurance events are, by their nature, random, and the actual number and size of events during any one year

may vary from those estimated with established statistical techniques. There are no changes to assumptions

used to measure insurance assets and liabilities that have a material effect on the financial statements and

there are no terms and conditions of insurance contracts that have a material effect on the amount, timing, and

uncertainty of the scheme’s cash flows. 
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5

5.5

6 ACTUARIAL SERVICES

7

8 RELATED PARTY TRANSACTIONS

9

Name Details

C Fontaine Independent Chairperson Appointed 23.03.2015

T Davies Independent Appointed 23.03.2015

M Danisa Independent Appointed 10.07.2018

C Froneman Trustee Appointed 22.06.2019

E Koji Trustee Reappointed 11.06.2016

M Mphomela Trustee Resigned 22.06.2019

AUDIT COMMITTEE

An audit committee was established in accordance with the provisions of the Act. The committee is

mandated by the Board of Trustees by means of written terms of reference as to its membership, authority

and duties. The committee consists of five members, of which two are members of the Board of Trustees.

The majority of the members, including the chairperson, are not officers of the medical scheme or its third

party administrator. The committee met on two occasions during the course of the year.

In accordance with the provisions of the Act, the primary responsibility of the committee is to assist the

board of trustees in carrying out its duties relating to the scheme’s accounting policies, internal control

systems and financial reporting practices. The external auditors formally report to the committee on critical

findings arising from audit activities. The committee, during the year under review and up to the date of

approval of the financial statements, comprised:

Related party transactions are set out in Note 15 to the financial statements.

THE BUILDING AND CONSTRUCTION INDUSTRY MEDICAL AID FUND

REPORT OF THE BOARD OF TRUSTEES

FOR THE YEAR ENDED 31 DECEMBER 2019

The Scheme's actuary was consulted for the 2019 budget review and in determining the contribution and

benefit levels for 2019.

INVESTMENTS IN AND LOANS TO PARTICIPATING EMPLOYERS OF MEMBERS OF THE MEDICAL SCHEME 

AND TO OTHER RELATED PARTIES

The scheme holds no investments in participating employers of scheme members.  

REVIEW OF THE ACCOUNTING PERIOD’S ACTIVITIES (continued)

Outstanding claims

The basis of calculation of the outstanding claims provision is discussed in Note 6 to the annual financial

statements and this is consistent with the prior year. Movements in the outstanding claims provision are set

out in Note 6 to the annual financial statements. There have been no unusual movements that the trustees

believe should be brought to the attention of the members of the scheme.
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10

A B A B A B

* C Froneman 11 5 2 2 - -

* S Mbhiza 11 11 - - - -

* 6 3 - - - -

* J Mpe 11 11 - - 23 23

* E Koji 11 11 3 3 21 21

* M Mphomela 11 7 1 1 14 14

* C Schmidt 11 11 - - 14 14

* JA Odendaal 6 6 - - 11 11

* G van Dalen 4 4 - - 2 2

* S Mlangeni 4 4 - - 2 2

T Davies - - 3 1 - -

C Fontaine - - 3 3 - -

M Danisa - - 3 3 - -

11

11.1 Payment of contributions

11.2 Payment of claims

11.3 Investments in Medical Scheme Administrators

The Scheme holds investments with Sanlam Limited.

THE BUILDING AND CONSTRUCTION INDUSTRY MEDICAL AID FUND

REPORT OF THE BOARD OF TRUSTEES

FOR THE YEAR ENDED 31 DECEMBER 2019

BOARD OF TRUSTEES AND AUDIT COMMITTEE MEETING ATTENDANCE 

The following schedule sets out the Board of Trustees and Audit Committee meeting attendances. Trustees'

remuneration is disclosed in Note 11 to the annual financial statements. 

Section 26(7) of the Act requires contributions to be paid to a scheme not later than three days after payment 

thereof becoming due. Whilst every effort is made to enforce this requirement the onus is on the member or 

employer group to ensure compliance. During the financial year certain contributions were identified that 

were not paid to the Scheme within three days of becoming due.

Audit Committee 

Meetings

Other Sub 

Committee 

Meetings

Trustee/ Committee Member Board Meetings 

NON-COMPLIANCE WITH THE ACT

E Gilbert

A - Total possible number of meetings could have attended.

B - Actual number of meetings attended.

* Trustee

The non-compliance increases the liquidity risk to the Scheme. Outstanding amounts, are actively pursued, if 

not received within three days of becoming due.

Section 59(2) of the Act requires claims to be paid to a member or supplier of service within 30 days after the 

day on which the claim is received by the Scheme. 

Instances were identified where claims were paid after the 30 day period allowed, due to queries or late 

receipt of contributions. The fund does not pay any claims when a member’s contribution has not been paid.

In accordance with the Council for Medical Schemes circular 11/2006 the scheme is required to report all non-

compliance with the Act noted during the course of the audit irrespective of whether the auditor considers the 

non-compliance as material or immaterial. Refer note 18 to the annual financial statements.

Section 35(8) of the Act states that a medical scheme shall not invest any of its assets in the business of any 

administrator.
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12

12.1 Appointment of the Principal Officer

12.2 Going concern assessment

 - Medical insurance risk;

 - Interest rate and market risk

Medical insurance risk

Low Medium High

Testing            1 349 145            2 698 290             4 047 435 

Out of hospital treatment of positive cases                  57 821               115 641                173 462 

In hospital treatment of positive cases            5 855 289            8 364 699          10 037 638 

Total Cost            7 262 255          11 178 630          14 258 535 

THE BUILDING AND CONSTRUCTION INDUSTRY MEDICAL AID FUND

NOTES TO THE ANNUAL FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2019

EVENTS AFTER STATEMENT OF FINANCIAL POSITION DATE

The outbreak of the coronavirus disease ("COVID-19") has been declared a Public Health Emergency by 

the World Healthcare Organisation. The global outbreak has an effect on South Africa and hence the

Scheme. The effects of the COVID-19 virus, on the Scheme, are continually being assessed and the full

impact of the nationwide lockdown from 27 March 2020 to 30 April 2020 remains uncertain.

The Principal Officer of the Scheme, Mr B Le Roux retired on 31 December 2019. The new Principal 

Officer, Ms P Makatini was appointed on the 02 January 2020.

 - Credit risk relevant to contributions receivable and membership loss; and

Where relevant, the impact of the sovereign rating downgrade for South Africa, by Moody's rating

agency, from Baa3 to Ba1 has been factored into each of the above risk categories.

As a result of the outbreak of the COVID-19 virus, there will be an expected increase in claims that will

be paid from risk benefits. The clinical profile of all beneficiaries were assessed in terms of

vulnerability to the COVID-19 virus, quantified and used as a baseline to calculate the estimated total

impact on future claims. The scheme's actuaries were consulted in projecting the impact on both out-

of-hospital and in-hospital claims costs. Due to the significant uncertainty regarding the direct and

indirect impact of the COVID-19 virus, a number of scenarios were then considered to determine the

potential financial impact on the scheme. The projected increase in claims' costs associated with the

COVID-19 virus could possibly range from R7.2 million to R14.3 million. It is also expected that there

will be a reduction in claims due to the postponement of non-emergency procedures and limited

access to healthcare providers, the effect of which has not been included in the analysis as these

reductions are very uncertain at this stage.

The projected cost associated with the COVID-19 virus is summarised in the below table:

The scheme's exposure to the outbreak of the COVID-19 virus has been assessed in terms of the

following risk categories:
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12.2 Going concern assessment (continued)

Interest rate and market risk

The COVID-19 virus and sovereign credit rating downgrade increases the Schemes' exposure to the

unpredictability of financial markets that will have potential adverse effects on the financial

performance of investments, in the short-term. In consultation with the Scheme's asset managers and

investment consultants, the impact on financial performance was assessed in terms of reduced

investment returns and expected lower share prices. The projected reduction in investment income

associated with the sovereign credit rating downgrade could possibly range from R1 million to R3

million however, investments are held for the long-term benefit of the Scheme and based on historic

market trends it is expected that the financial markets would recover over time.

The high level of uncertainty associated with the unpredictable outcomes of the COVID-19 disease and

sovereign credit rating downgrade complicates the estimation of the financial effect on the Scheme.

The Board of Trustees' policy is to maintain a strong capital base with sufficient liquid reserves to meet

obligations as they fall due. This is evident with the solvency ratio, as calculated in terms of the Act, of

108.7% and with R118 400 134 being held in cash as at year-end.

Credit risk relevant to contributions receivable and membership loss

The impact of the COVID-19 virus and the sovereign credit rating downgrade for South Africa is

expected to have a significant impact on the economy and medical aid population. As a result, the

Scheme will be exposed to increased credit risk of members' defaulting on the payment of

contributions due. To assess the impact, members were categorised into different paypoint baskets.

Each basket was assigned a certain degree of credit risk and assessed for exposure to default. The

paypoint baskets were then assessed in terms of recoverability of contributions and the full member

contribution debt book was included in the analysis. A sensivity analysis was then performed to

determine the potential financial impact to the Scheme. The projected cost associated with the COVID-

19 virus and the sovereign credit rating downgrade as a result of contributions being uncollectable

could possibly range from R1.5 million to R7.5 million.

THE BUILDING AND CONSTRUCTION INDUSTRY MEDICAL AID FUND

NOTES TO THE ANNUAL FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2019

EVENTS AFTER STATEMENT OF FINANCIAL POSITION DATE (continued)
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Notes 2019 2018

R R

ASSETS

Current assets 165 915 044    158 730 864    

Trade and other receivables 3 7 861 685         8 795 633         

Investments held at fair value through profit or loss 4 39 653 225      37 044 699      

Cash and cash equivalents 5 118 400 134    112 890 532    

Total assets 165 915 044    158 730 864    

FUNDS AND LIABILITIES

Members’ funds 155 221 961    147 330 393    

Accumulated funds 155 221 961    147 330 393    

Available-for-sale reserve -                         -                         

Current liabilities 10 693 083      11 400 471      

Outstanding claims provision 6 5 850 000         6 560 000         

Trade and other payables 7 4 843 083         4 840 471         

Total funds and liabilities 165 915 044    158 730 864    

THE BUILDING AND CONSTRUCTION INDUSTRY MEDICAL AID FUND

STATEMENT OF FINANCIAL POSITION

AS AT 31 DECEMBER 2019
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Notes 2019 2018

R R

8 139 416 721       132 963 223      

(124 083 340)      (111 332 798)    

(120 930 025)      (107 938 325)    

9 (121 061 271)      (107 978 886)    

131 246               40 561                

10 (3 153 315)           (3 394 473)         

15 333 382          21 630 425        

11 (17 510 088)        (17 559 945)       

Broker commission (401 030)              (177 921)            

(2 577 736)           3 892 559          

10 802 401          6 243 790          

12 10 801 770          6 242 625          

13 631                       1 165                  

Investment management fees (333 096)              (353 395)            

Total comprehensive income for the year 7 891 568            9 782 954          

THE BUILDING AND CONSTRUCTION INDUSTRY MEDICAL AID FUND

STATEMENT OF COMPREHENSIVE INCOME

FOR THE YEAR ENDED 31 DECEMBER 2019

Claims incurred

Third party claim recoveries

Net contribution income

Relevant healthcare expenditure

Net claims incurred

Sundry income

Net healthcare result

Other income

Investment income

Administration expenses

Gross healthcare result

Managed healthcare services (no risk transfer)
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Accumulated 

funds

Available-for-

sale reserve

Total members’ 

funds

R R R

Balance at 1 January 2019 132 662 391    4 885 048       137 547 439        

Adjustment of prior year surplus - IFRS 9 4 885 048         (4 885 048)      -                        

137 547 439    -                   137 547 439        

Total comprehensive income for the year 9 782 954         -                   9 782 954             

Surplus for the year 9 782 954         -                   9 782 954             

Balance at 1 January 2019 147 330 393    -                   147 330 393        

Total comprehensive income for the year 7 891 568         -                   7 891 568             

Surplus for the year 7 891 568         -                   7 891 568             

Balance at 31 December 2019 155 221 961    -                   155 221 961        

STATEMENT OF CHANGES IN FUNDS AND RESERVES

THE BUILDING AND CONSTRUCTION INDUSTRY MEDICAL AID FUND

FOR THE YEAR ENDED 31 DECEMBER 2019
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Notes 2019 2018

R R

Cash flows from operating activities

Cash flows from operations before working capital changes 14 (2 910 203)             3 540 329         

Working capital changes:

Decrease/(increase) in trade and other receivables 933 948                  (867 331)           

(Decrease)/increase in trade and other payables 2 612                      604 540            

Increase/(decrease) in outstanding claims provision (710 000)                (530 000)           

Cash generated/(utilised) from operating activities (2 683 643)             2 747 538         

Cash flows from investing activities

Purchase of investments 4 (3 818 353)             (7 072 440)        

Disposal of investments 2 625 649              5 193 384         

Interest received 8 645 268              7 883 955         

Dividends received 740 680                  651 775            

Cash (utilised)/generated from investing activities 8 193 245              6 656 674         

Net increase in cash and cash equivalents 5 509 602              9 404 212         

Cash and cash equivalents at the beginning of the year 112 890 532          103 486 320     

Cash and cash equivalents at the end of the year 5 118 400 133          112 890 532    

THE BUILDING AND CONSTRUCTION INDUSTRY MEDICAL AID FUND

STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED 31 DECEMBER 2019
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1

1.1

Effective date – 

Financial year 

commencing on or 

after

Amendments to IFRS 9 – 

‘Financial instruments’ on 

prepayment features with 

negative compensation 

and modification of 

financial liabilities. 

The narrow-scope amendment covers two issues:

• The amendments allow companies to measure particular 

prepayable financial assets with so-called negative 

compensation at amortised cost or at fair value through 

other comprehensive income if a specified condition is 

met—instead of at fair value through profit or loss. It is 

likely to have the biggest impact on banks and other 

financial services entities..

• How to account for the modification of a financial 

liability. The amendment confirms that most such 

modifications will result in immediate recognition of a gain 

or loss. This is a change from common practice under IAS 

39 today and will affect all kinds of entities that have 

renegotiated borrowings.

Annual periods 

beginning on or after 

1 January 2019

The scheme makes estimates and assumptions concerning the future. The resulting accounting estimates will,

by definition, rarely equal the related actual results.

Certain critical accounting judgements in applying the scheme’s accounting policies and key assumptions

concerning the future and other key sources of estimation uncertainty at the statement of financial position

date, that have a significant risk of causing a material adjustment to the carrying amounts of assets and

liabilities in the next financial year, are disclosed below. Estimates and judgements are continually evaluated

and are based on historical experience and other factors, including expectations of future events that are

believed to be reasonable under the circumstances. 

The ultimate liability arising from claims made under insurance contracts

The scheme is complying with the new standards and interpretations from the various effective dates.

Basis of preparation

The financial statements are prepared in accordance with International Financial Reporting Standards (IFRS) on

the historical cost convention, except for financial instruments, which are carried at fair value.   

Critical accounting judgements and areas of key sources of estimation uncertainty

THE BUILDING AND CONSTRUCTION INDUSTRY MEDICAL AID FUND

NOTES TO THE ANNUAL FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2019

PRINCIPAL ACCOUNTING POLICIES

The following are the principal accounting policies used by the Building and Construction Industry Medical Aid

Fund (the Scheme), which are consistent with those of the previous year. 

There are some sources of uncertainty that need to be considered in the estimate of the liability that the

scheme will ultimately pay for such claims. Initial estimates are made by the administrator’s staff relating to the

best calculations on reported claims and derived as the claims process develops. All estimates are revised and

adjusted at year-end by management.

The following standards are expected to be applicable to the Scheme in the current and/or future periods:

Title
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1

1.1

Effective date – 

Financial year 

commencing on or 

after

Amendments to IAS 19, 

‘Employee benefits’ on 

plan amendment, 

curtailment or settlement. 

These amendments require an entity to: 

• Use updated assumptions to determine current service 

cost and net interest for the remainder of the period after 

a plan amendment, curtailment or settlement; and

• Recognise in profit or loss as part of past service cost, or a 

gain or loss on settlement, any reduction in a surplus 

(recognised or unrecognised). This reflects the substance of 

the transaction, because a surplus that has been used to 

settle an obligation or provide additional benefits is 

recovered. The impact on the asset ceiling is recognised in 

other comprehensive income, and it is not reclassified to 

profit or loss The impact of the amendments is to confirm 

that these effects are not offset.  

Annual periods 

beginning on or after 

1 January 2019

IFRS 16 – Leases This standard replaces the current guidance in IAS 17 and is 

a far reaching change in accounting by lessees in particular. 

Under IAS 17, lessees were required to make a distinction 

between a finance lease (on balance sheet) and an 

operating lease (off balance sheet). IFRS 16 now requires 

lessees to recognise a lease liability reflecting future lease 

payments and a ‘right-of-use asset’ for virtually all lease 

contracts. The IASB has included an optional exemption for 

certain short-term leases and leases of low-value assets; 

however, this exemption can only be applied by lessees. 

For lessors, the accounting stays almost the same. 

However, as the IASB has updated the guidance on the 

definition of a lease (as well as the guidance on the 

combination and separation of contracts), lessors will also 

be affected by the new standard. 

At the very least, the new accounting model for lessees is 

expected to impact negotiations between lessors and 

lessees. Under IFRS 16, a contract is, or contains, a lease if 

the contract conveys the right to control the use of an 

identified asset for a period of time in exchange for 

consideration. 

IFRS 16 supersedes IAS 17, ‘Leases’, IFRIC 4, ‘Determining 

whether an Arrangement contains a Lease’, SIC 15, 

‘Operating Leases – Incentives’ and SIC 27, ‘Evaluating the 

Substance of Transactions Involving the Legal Form of a 

Lease’. 

Annual periods 

beginning on or after 

1 January 2019

FOR THE YEAR ENDED 31 DECEMBER 2019

PRINCIPAL ACCOUNTING POLICIES (continued)

Basis of preparation (continued)

THE BUILDING AND CONSTRUCTION INDUSTRY MEDICAL AID FUND

NOTES TO THE ANNUAL FINANCIAL STATEMENTS

The following standards are expected to be applicable to the Scheme in the current and/or future periods

(continued):

Title
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1

1.1

Effective date – 

Financial year 

Amendments to IAS 28, 

‘Investments in associates 

and joint ventures’ – long-

term interests in associates 

and joint ventures. 

The amendments clarified that companies account for long-

term interests in an associate or joint venture, to which the 

equity method is not applied, using IFRS 9.

The amendments are effective from 1 January 2019, with 

early application permitted.

Annual periods 

beginning on or after 

1 January 2019

Annual improvements 

cycle 2015-2017

These amendments include minor changes to: 

• IFRS 3, ‘Business combination’ - a company remeasures 

its previously held interest in a joint operation when it 

obtains control of the business.

• IFRS 11,'Joint arrangements', - a company does not 

remeasure its previously held interest in a joint operation 

when it obtains joint control of the business.

• IAS 12,' Income taxes' - The amendment clarified that the 

income tax consequences of dividends on financial 

instruments classified as equity should be recognised 

according to where the past transactions or events that 

generated distributable profits were recognised. 

• IAS 23,' Borrowing costs' - a company treats as part of 

general borrowings any borrowing originally made to 

develop an asset when the asset is ready for its intended 

use or sale. 

Annual periods 

beginning on or after 

1 January 2019

IFRS 17 - Insurance 

Contracts

The IASB issued IFRS 17, ‘Insurance contracts’, and thereby 

started a new epoch of accounting for insurers. Whereas 

the current standard, IFRS 4, allows insurers to use their 

local GAAP, IFRS 17 defines clear and consistent rules that 

will significantly increase the comparability of financial 

statements. For insurers, the transition to IFRS 17 will have 

an impact on financial statements and on key performance 

indicators. Under IFRS 17, the general model requires 

entities to measure an insurance contract at initial 

recognition at the total of the fulfilment cash flows 

(comprising the estimated future cash flows, an 

adjustment to reflect the time value of money and an 

explicit risk adjustment for non-financial risk) and the 

contractual service margin. The fulfilment cash flows are 

remeasured on a current basis each reporting period. The 

unearned profit (contractual service margin) is recognised 

over the coverage period. For insurance contracts with 

direct participation features, the variable fee approach 

applies. The variable fee approach is a variation on the 

general model. When applying the variable fee approach, 

the entity’s share of the fair value changes of the 

underlying items is included in the contractual service 

margin. As a consequence, the fair value changes are not 

recognised in profit or loss in the period in which they 

occur but over the remaining life of the contract.

The Scheme has not 

taken this into 

consideration at the 

present time.

The following standards are expected to be applicable to the Scheme in the current and/or future periods 

(continued):

NOTES TO THE ANNUAL FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2019

THE BUILDING AND CONSTRUCTION INDUSTRY MEDICAL AID FUND

PRINCIPAL ACCOUNTING POLICIES (continued)

Basis of preparation (continued)

Title
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1

1.1

Effective date – 

Financial year 

Amendment to IFRS 3, 

‘Business combinations’

Definition of a business

This amendment revises the definition of a business. 

According to feedback received by the IASB, application of 

the current guidance is commonly thought to be too 

complex, and it results in too many transactions qualifying 

as business combinations. More acquisitions are likely to be 

accounted for as asset acquisitions. 

To be considered a business, an acquisition would have to 

include an input and a substantive process that together 

significantly contribute to the ability to create outputs. The 

new guidance provides a framework to evaluate when an 

input and a substantive process are present (including for 

early stage companies that have not generated outputs). 

To be a business without outputs, there will now need to 

be an organised workforce.

No impact on the

Scheme.

1.2 Financial instruments

Recognition

Measurement

Investments held at fair value through profit or loss

Title

A financial asset is classified as held at fair value through profit or loss if it is classified as held for trading or 

designated as such upon initial recognition. Financial assets are designated as at fair value through profit or loss 

as it results in more relevant information because the group of financial assets is managed and its performance 

evaluated on a fair value basis, in accordance with a documented investment strategy. The realised gains and 

losses and unrealised gains and losses arising from changes in the fair value of investments held at fair value 

through profit or loss are included in the statement of comprehensive income as investment income. All the 

scheme's investments are currently held at fair value through profit or loss.

Cash and cash equivalents comprise cash on hand, deposits held on call with banks, other short-term liquid 

investments that are readily convertible to a known amount of cash and are subject to an insignificant risk of 

change in value.

THE BUILDING AND CONSTRUCTION INDUSTRY MEDICAL AID FUND

NOTES TO THE ANNUAL FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2019

PRINCIPAL ACCOUNTING POLICIES (continued)

Basis of preparation (continued)

The following standards are expected to be applicable to the Scheme in the current and/or future periods

(continued):

Trade and other receivables are measured on initial recognition at fair value and are subsequently measured at 

amortised cost using the effective interest method. An appropriate allowance for estimated irrecoverable 

amounts is recognised in the statement of comprehensive income when there is objective evidence that the 

asset is impaired. This allowance recognised is measured as the difference between the asset’s carrying amount 

and the present value of the estimated future cash flows.  Permanent impairments are written off to the 

statement of comprehensive income when identified.

Cash and cash equivalents

Trade and other receivables

Financial assets and liabilities are recognised in the scheme’s statement of financial position when it becomes a

party to the contractual provisions of the instrument. Such recognition presumes that the risks and rewards of

ownership and the control over these financial assets and liabilities are vested in the scheme.

Financial instruments are initially measured at fair value plus, in the case of financial assets and liabilities not at

fair value through profit or loss, transaction costs that are directly attributable to the acquisition or issue of the

financial asset or liability. Subsequent to initial recognition, these instruments are measured as set out below.
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1 PRINCIPAL ACCOUNTING POLICIES (continued)

1.2 Financial instruments (continued)

Financial liabilities

Offset

Derecognition

1.3 Provisions

1.4 Outstanding claims

1.5 Insurance contracts

1.6 Contribution income

1.7 Relevant healthcare expenditure

1.8 Claims incurred and net claims incurred

Claims incurred comprise the total estimated cost of all claims arising from healthcare events that have

occurred in the year and for which the scheme is responsible, whether or not reported by the end of the year.

Net claims incurred represent claims incurred, net of recoveries from members for co-payments, after taking

into account recoveries from third parties.

Contributions on member insurance contracts are accounted for monthly when their collection in terms of the

insurance contract is reasonably certain. The earned portion of contributions received is recognised as revenue.

Contributions are earned from the date of attachment of risk, over the indemnity period on a straight-line basis.

Relevant healthcare expenditure consists of net claims incurred.

Provisions are recognised when the scheme has a present legal or constructive obligation as a result of past

events, for which it is probable that an outflow of economic benefits will be required to settle the obligation,

and a reliable estimate can be made of the amount of the obligation. Where the effect of discounting to present

value is material, provisions are adjusted to reflect the time value of money.

THE BUILDING AND CONSTRUCTION INDUSTRY MEDICAL AID FUND

NOTES TO THE ANNUAL FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2019

Financial assets are derecognised when the rights to receive cash flows from them have expired or where they

have been transferred, and the scheme has also transferred substantially all risks and rewards of ownership. 

A financial liability is derecognised when the contractual obligation (deposit component) is discharged as

expired. 

Financial liabilities are measured on initial recognition at fair value, and are subsequently measured at

amortised cost using the effective interest method.

Where a legally enforceable right of offset exists for recognised financial assets and financial liabilities, and

there is an intention to settle the liability and realise the asset simultaneously or to settle on a net basis, all

related financial effects are offset.

Claims outstanding comprise provisions for the scheme’s estimate of the ultimate cost of settling all claims

incurred but not yet reported at the statement of financial position date. Claims outstanding are determined as

accurately as possible on the basis of a number of factors, which include previous experience in claims patterns,

claims settlement patterns, changes in the nature and number of members according to gender and age, trends

in claims frequency, changes in the claims processing cycle, and variations in the nature and average cost

incurred per claim.  

Estimated co-payments are deducted in calculating the outstanding claims provision. The scheme does not

discount its provision for outstanding claims, since the effect of the time value of money is not considered

material.

Contracts under which the scheme accepts significant insurance risk from another party (the member) by

agreeing to compensate the member or other beneficiary if a specified uncertain future event (the insured

event) adversely affects the member or other beneficiary are classified as insurance contracts. The contracts

issued compensate the scheme’s members for healthcare expenses incurred.

Page 24



1 PRINCIPAL ACCOUNTING POLICIES (continued)

1.9

1.10

1.11 Investment income

1.12 Impairment losses

Calculation of recoverable amount 

The scheme’s receivables are not discounted due to the short term nature of their recoverability.

Reversals of impairment

An impairment loss is reversed if there has been a change in the estimates used to determine the recoverable

amount. An impairment loss is reversed only to the extent that the asset’s carrying amount does not exceed the

carrying amount that would have been determined if no impairment loss had been recognised.

Liabilities and related assets under liability adequacy test

The liability for insurance contracts is tested for adequacy by discounting current estimates of all future

contractual cash flows, including related cash flows such as claims handling costs, and comparing this amount to

the carrying value of the liability net of any related assets (i.e. the value of business acquired). Where a shortfall

is identified, an additional provision is made and the scheme recognises the deficiency in income for the year.

Investment income comprises interest received, dividends, realised and unrealised gains on fair value through

profit or loss investments. Interest income is recognised on a yield to maturity basis, taking account of the

principal outstanding and the effective rate over the period to maturity, when it is determined that such income

will accrue to the scheme.

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

Income from collective investment schemes and insurance policies are recognised when entitlement to revenue

is established. Realised gains arising on the sale of fair value through profit or loss investments are recognised in

the statement of comprehensive income as investment income.

The carrying amounts of the scheme’s assets are reviewed at each statement of financial position date to

determine whether there is any indication of impairment. If any such indication exists, the asset’s recoverable

amount is estimated.  

An impairment loss is recognised whenever the carrying amount of an asset exceeds its recoverable amount.

Impairment losses are recognised in the statement of comprehensive income.

Reimbursements from the Road Accident Fund (RAF)

The scheme grants assistance to its members in defraying expenditure incurred in connection with the

rendering of any health service. Such expenditure may be in connection with a claim that is also made to the

RAF, administered in terms of the Road Accident Fund Act No. 56 of 1996. If the member is reimbursed by the

RAF, they are obliged contractually to cede that payment to the scheme to the extent that they have already

been compensated.

A reimbursement from the RAF is a possible asset that arises from claims submitted to the RAF and whose

existence will be confirmed only by the occurrence or non-occurrence of one or more uncertain future events

not wholly within the control of the scheme. The contingent assets are assessed continually to ensure that

developments are appropriately reflected in the financial statements. If it has become virtually certain that an

inflow of economic benefits will arise, the asset and the related income are recognised in the financial

statements in the period in which the change occurs. If an inflow of economic benefits has become probable,

the scheme discloses the contingent asset. Recoveries from the RAF are reflected as third party claim recoveries

in the statement of comprehensive income.

FOR THE YEAR ENDED 31 DECEMBER 2019

THE BUILDING AND CONSTRUCTION INDUSTRY MEDICAL AID FUND

NOTES TO THE ANNUAL FINANCIAL STATEMENTS
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2019 2018

R R

2 AVAILABLE-FOR-SALE INVESTMENTS

Cost at beginning of year -                   17 758 157     

Unrealised gains on revaluation -                   3 358 082       

Fair value at beginning of the year -                   21 116 239     

Transferred to investments held at fair value through profit or loss (Note 4) -                   (21 116 239)   

(Disposals)/Additions and reinvestments -                   -                       

Unrealised gains/(losses) on revaluation: -                   -                       

  Prescient Equity Quant -                   -                       

  Prudential Investment Managers -                   -                       

  Listed equities on the JSE -                   -                       

Fair value at end of the year -                   -                       

3 TRADE AND OTHER RECEIVABLES

Insurance receivables

Contributions outstanding 5 529 286       6 581 149       

Recoveries from members for co-payments 46 782            8 843               

5 576 068       6 589 992       

Non-insurance receivables

Interest receivable on investments 2 262 367       2 182 391       

Prepaid expenses 23 250            23 250            

2 285 617       2 205 641       

7 861 685       8 795 633       

The carrying amounts of trade and other receivables approximate their fair values due to the short-term

maturities of these assets.

THE BUILDING AND CONSTRUCTION INDUSTRY MEDICAL AID FUND

NOTES TO THE ANNUAL FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2019
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2019 2018

R R

4

37 044 699      16 342 509      

Transfer from Available for sale investments at fair value (Note 2) -                    21 116 239      

37 044 699      37 458 748      

3 818 353         7 072 440         

(2 526 687)       (5 761 963)       

38 336 365      38 769 225      

1 316 860         (1 724 526)       

39 653 225      37 044 699      

1 325 755         1 969 032         

40 978 980      39 013 731      

(1 325 755)       (1 969 032)       

39 653 225      37 044 699      

5

4 720 320         4 624 121         

2 877 004         1 969 028         

60 898 871      56 517 140      

48 578 184      47 811 211      

1 325 755         1 969 032         

118 400 134    112 890 532    

7.50% 7.52%

8.52% 8.12%

30 days 30 days

146 days 125 days

6

6 560 000         7 090 000         

(8 978 996)       (8 230 428)       

(2 418 996)       (1 140 428)       

8 268 996         7 700 428         

5 850 000         6 560 000         

5 981 246         6 600 561         

(131 246)           (40 561)             

5 850 000         6 560 000         

Less: Estimated recoveries from member co-payments

Analysis of outstanding claims provision

Estimated gross claims

(Under)/Over provision in prior year (Note 9)

Adjustment for current year

Balance at end of the year

THE BUILDING AND CONSTRUCTION INDUSTRY MEDICAL AID FUND

NOTES TO THE ANNUAL FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2019

Money market instruments

Term deposits

The carrying amounts of cash and cash equivalents approximate their fair values due to the short-term

maturities of these assets.

Money market instruments

Term deposits

The average maturities are:

Money market instruments

Term deposits

Balance at beginning of the year

Balance at end of the year

INVESTMENTS HELD THROUGH FAIR VALUE THROUGH PROFIT OR LOSS

Unrealised gains/(losses)

Fair value at the beginning of the year

Additions at cost

Disposals at cost

CASH AND CASH EQUIVALENTS 

The investments included above represent listed equities on the JSE Limited held with Investec Wealth & 

Investment and Mazi Asset Management.  The fair values of these shares are based on the closing bid prices.  A 

register of investments is available for inspection at the registered office of the Scheme.

Current accounts

Portfolio - Bank accounts

Fair value at the end of the year

Fair value of equities net movement

Payments in respect of prior year

OUTSTANDING CLAIMS PROVISION 

Call accounts

The weighted average effective interest rates are: 

Less: Bank balances disclosed under cash and cash equivalents

Total fair value of equities 

Portfolio - Bank accounts (Note 4)
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THE BUILDING AND CONSTRUCTION INDUSTRY MEDICAL AID FUND

NOTES TO THE ANNUAL FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2019

Each notified claim is assessed on a separate, case by case basis with due regard to the claim circumstances,

information available from managed care: management services and historical evidence of the size of similar

claims. The provisions are based on information currently available. However, the ultimate liabilities may

vary as a result of subsequent developments.

actual claims notified and assessed during the two months succeeding the financial year end of

the scheme, relating to the year under review; and

OUTSTANDING CLAIMS PROVISION (continued)

an estimate of claims, using claims run off tables, for the third and subsequent months

succeeding the financial year end of the scheme. Historical claims development information is

used on the assumption that this pattern will occur again in the future. 

The cost of outstanding claims is estimated as follows:

Process used to determine the assumptions

In order to qualify for benefits any claim must, unless otherwise arranged, be submitted to the scheme not

later than the last day of the sixth month following the month in which the healthcare service was rendered.

The outstanding claims provision for the year should be read with the accruals in respect of reported claims 

not yet paid (Note 7)

There are reasons why this may not be the case, which, insofar as they can be identified, have been allowed

for by modifying the method. Such reasons include:

changes in processes that affect the development / recording of claims paid and incurred (such

as changes in claims reversing procedures);

economic, legal, political and social trends (resulting in different than expected levels of

inflation and / or minimum medical benefits to be provided);

changes in composition of members and their dependents; and

No sensitivity analysis has been presented as the process used to determine the estimated cost of

outstanding claims presents with a high degree of accuracy.

random fluctuations, including the impact of large losses.

The scheme believes that the liability for claims reported in the statement of financial position is adequate

and no additional provision is required in terms of a liability adequacy test.

Changes in assumptions and sensitivities to changes in key variables
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2019 2018

R R

7 TRADE AND OTHER PAYABLES

Insurance payables

Reported claims not yet paid 2 357 972        2 456 393        

Net contributions received in advance 868 741            843 998            

Amounts due to members 6 140                3 480                

3 232 853        3 303 871        

Non-insurance payables

Fees due to the administrator 1 004 025        999 810            

Audit fees payable 333 500            195 000            

Managed care: management services payable 207 697            270 090            

Other payables and accrued expenses 65 008              71 700              

1 610 230        1 536 600        

4 843 083        4 840 471        

8 NET CONTRIBUTION INCOME

Net contributions 139 416 721    132 963 223    

9 RELEVANT HEALTHCARE EXPENDITURE

Current years claims 121 771 271    108 508 886    

Movement in outstanding claims provision (710 000)          (530 000)          

Under provision in prior year (Note 6) 2 418 996        1 140 428        

    Adjustment for current year (4 308 996)       (2 200 428)       

Claims incurred 121 061 271    107 978 886    

10 MANAGED HEALTHCARE SERVICES (NO RISK TRANSFER)

Netcare 911 (Pty) Ltd

Rescue care management 106 775            -                         

Mediscor (Pty) Ltd

Pharmacy benefit management 179 400            1 435 957        

Lifesense Disease Management (Pty) Ltd

HIV benefit management 320 551            280 132            

Universal Care (Pty) Ltd

Pharmacy benefit management 860 934            -                         

Hospital utilisation management 1 685 655        1 678 384        

3 153 315        3 394 473        

The managed healthcare services (no risk transfer) have been grouped into the following categories of services.

The carrying amounts of trade and other payables approximate their fair values due to the short-term maturities

of these liabilities. The scheme accrues for audit fees as a constructive legal obligation arising from the

requirement by the Medical Schemes Act to have a year-end audit performed.

THE BUILDING AND CONSTRUCTION INDUSTRY MEDICAL AID FUND

NOTES TO THE ANNUAL FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2019

Net contributions equal gross contributions due to the fact that the Scheme does not have any personal medical

savings accounts.

Included in claims reported not yet paid is an amount of approximately R1 101 672 which relates to claims by

suppliers under investigation. These claims are currently being investigated and the full extent of the fraud is to

be determined.
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2019 2018

R R

11 ADMINISTRATION EXPENSES

Actuarial fees 253 000              149 854          

Administrator’s fees 13 576 467         13 518 625     

Association fees 65 032                 61 168            

Audit fees

 - current year 247 250              235 191          

 - under provision in prior year 40 175                 -                       

Audit committee fees 44 443                 32 400            

Bank charges 299 272              297 051          

Fidelity guarantee and professional indemnity insurance 31 000                 15 248            

Forensic fees -                           330 127          

Fraud management services 333 673              326 629          

Internal control review 143 003              209 741          

Investment data collation fees 107 149              99 403            

Legal fees 56 350                 44 772            

Marketing 1 060 046           1 159 156       

Other expenses 7 841                   68 000            

Principal officer's fees 333 964              315 060          

Registrar’s levies 191 017              175 520          

Trustee’s remuneration & consideration expenses (refer to table below) 720 408              522 000          

17 510 088         17 559 945     

Trustee's remuneration and other expenses

C Froneman 49 608                 28 800            

E Koji 137 376              104 400          

E Gilbert 28 212                 43 200            

J Mpe 133 560              72 000            

JA Odendaal 80 136                 93 600            

C Schmidt 100 716              86 400            

S Mbhiza 53 424                 43 200            

M Mphomela 91 584                 46 800            

G van Dalen 22 896                 -                       

S Mlangeni 22 896                 -                       

ZJ Ndlazi -                           3 600               

For meeting attendance 720 408              522 000          

12

Income from investments held at fair value through profit or loss

Interest income 87 442                 119 680          

Dividend income 740 680              651 775          

Realised gain/(loss) on disposal 98 962                 (568 579)         

Unrealised gain/(loss) on revaluation (Note 4) 1 316 860           (1 724 526)      

2 243 944           (1 521 650)      

Interest from cash and cash equivalents

Interest on current accounts 67 430                 53 565            

Interest on money market instruments 4 401 348           3 981 060       

Interest on term deposits 4 089 048           3 729 650       

8 557 826           7 764 275       

10 801 770         6 242 625       

INVESTMENT INCOME

THE BUILDING AND CONSTRUCTION INDUSTRY MEDICAL AID FUND

NOTES TO THE ANNUAL FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2019
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13 SUNDRY INCOME

Bad debts recovered 631                  1 165               

14 CASH FLOWS FROM OPERATIONS BEFORE WORKING CAPITAL CHANGES

7 891 568       9 782 954       

          - Interest and dividend income (Note 12) (9 385 949)      (8 535 730)      

          - Other realised and unrealised losses (Note 12) (1 415 822)      2 293 105       

(2 910 203)      3 540 329       

15

720 408          522 000          

333 964          315 060          

154 670          188 424          

350 528          500 154          

19 628                                  -

Transaction

Net contributions

Claims incurred

Contributions outstanding

Claims reported not yet 

paid

THE BUILDING AND CONSTRUCTION INDUSTRY MEDICAL AID FUND

NOTES TO THE ANNUAL FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2019

Principal Officer’s fees (Note 11)

RELATED PARTY TRANSACTIONS

Transactions with key management personnel

Surplus for the year

Adjustment for:

This constitutes the contributions paid by the related parties, in their individual

capacity as members of the scheme. All contributions were collected at the

same terms as applicable to third parties.

This constitutes amounts claimed by the related parties, in their individual

capacity as members of the scheme. All claims were paid out in terms of the

rules of the scheme, as applicable to third parties.

This constitutes outstanding contributions receivable. The amounts are due

immediately. No provision for doubtful debts has been raised on these

amounts.

These are claims that have been reported, but not yet paid due to the fact that

the scheme does a payment run twice a month. All claims are settled within 30

days of being received. 

Key management personnel are those persons having authority and responsibility for planning, directing

and controlling the activities of the scheme. Key management personnel include the Board of Trustees and

the Principal Officer. 

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

Nature of transaction and terms and conditions thereof

Net contributions

Claims incurred

Statement of financial position

Contributions outstanding

Statement of comprehensive income

Contributions and claims - key management

Trustees' remuneration (Note 11)
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15 RELATED PARTY TRANSACTIONS (continued)

2019 2018

R R

Universal Healthcare Administrators (Pty) Ltd

Administration fees and Investment data collation fees 13 683 616     13 618 028     

Universal Care (Pty) Ltd

Hospital utilisation management 1 685 655       1 678 384       

Pharmacy benefit management 860 934          -                       

Universal Healthcare Services (Pty) Ltd

Fraud Management (Member and doctor profiling) 333 673          326 629          

Balance due to related parties at the end of the year    

Universal Healthcare Administrators (Pty) Ltd 1 004 025       999 810          

Universal Care (Pty) Ltd 184 927          123 029          

Universal Services (Pty) Ltd 24 231            27 686            

Terms and conditions of the administration agreement

Terms and conditions of the managed care agreements

Terms and conditions of the fraud management agreement

During the year the scheme entered into the following transactions with these related parties under terms that

were no less favourable than those available from third parties:

The managed care agreements are in accordance with instructions given by the Trustees of the Scheme. The

agreements are automatically renewed each year unless notification of termination is received. The Scheme

has the right to terminate the agreement on twelve months notice. Managed care fees are payable monthly in

arrears by the seventh day of each month.

The fraud management agreement is in accordance with instructions given by the Trustees of the Scheme. The

agreement is automatically renewed each year unless notification of termination is received. The Scheme has

the right to terminate the agreement on twelve months notice. Fraud management fees are payable monthly in

arrears by the seventh day of each month.

THE BUILDING AND CONSTRUCTION INDUSTRY MEDICAL AID FUND

NOTES TO THE ANNUAL FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2019

Transactions with parties that have significant influence over the scheme

Universal Healthcare Administrators (Pty) Ltd provides administration services to the scheme and has significant

influence over the scheme as it participates in the scheme’s financial and operating policy decisions, but does

not control the scheme. Universal Care (Pty) Ltd and Universal Healthcare Services (Pty) Ltd are fellow

subsidiaries of Universal Healthcare Administrators (Pty) Ltd.

The administration agreement is in terms of the rules of the scheme and in accordance with instructions given

by the trustees of the scheme. The agreement is automatically renewed each year unless notification of

termination is received. The scheme has the right to terminate the agreement subject to twelve calendar

months written notice. Administration fees are payable monthly in arrears by the seventh day of each month.
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16

16.1 Nature and extent of risks arising from insurance contracts

16.2 Insurance risk – description of benefit options

INSURANCE RISK MANAGEMENT

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

THE BUILDING AND CONSTRUCTION INDUSTRY MEDICAL AID FUND

NOTES TO THE ANNUAL FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2019

The scheme issues contracts that transfer insurance risk. This section summarises these risks and the way the 

scheme manages them. 

In-hospital benefits cover the costs incurred by members, whilst they are in hospital to receive pre-authorised 

treatment for certain medical conditions. 

The above benefits are extended to the principal member and their contributing dependants.

Chronic benefits cover the cost of certain prescribed medicines consumed by members for chronic conditions/

diseases, such as high blood pressure, cholesterol and asthma.

Day-to-day benefits cover the cost (up to 100% of Scheme tariff) of all out-of-hospital medical attention, such as

visits to general practitioners and dentists as well as prescribed non-chronic medicines. 
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16 INSURANCE RISK MANAGEMENT (continued)

16.3

Chronic

Non-PMB
2019 R R R R

< 26 13 736 513     204 612          9 904 427       23 845 552      

26 – 35 13 999 584     864 074          12 044 126     26 907 784      

36 – 50 19 736 041     2 320 473       15 562 664     37 619 177      

51 - 65 12 618 387     1 224 364       6 037 621       19 880 373      

> 65 11 550 873     569 158          1 398 354       13 518 386      

71 641 398     5 182 681       44 947 192     121 771 271    

(710 000)           

121 061 271    

Chronic

Non-PMB
2018 R R R R

< 26 12 747 611     173 896          8 773 094       21 694 601      

26 – 35 12 983 734     934 043          10 498 208     24 415 986      

36 – 50 16 177 646     2 096 998       13 096 965     31 371 609      

51 - 65 12 629 957     1 242 873       5 823 286       19 696 115      

> 65 9 399 870       609 033          1 321 672       11 330 575      

63 938 818     5 056 842       39 513 226     108 508 886    

Movement in outstanding claims provision (530 000)           

Total (Note 9) 107 978 886    

The scheme uses several methods to assess and monitor insurance risk exposures both for individual types of

risks insured and overall risks. The principal risk is that the frequency and severity of claims is greater than

expected.

Insurance events are, by their nature, random, and the actual number and size of events during any one year

may vary from those estimated using established statistical techniques.

Age grouping (in years) 

THE BUILDING AND CONSTRUCTION INDUSTRY MEDICAL AID FUND

NOTES TO THE ANNUAL FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2019

Risk management objectives and policies for mitigating insurance risk

The primary insurance activity carried out by the scheme assumes the risk of loss from members and their

dependants that are directly subject to the risk. This risk relates to the health of the scheme members. As such

the scheme is exposed to the uncertainty surrounding the timing and severity of claims under the contract.  

The scheme manages its insurance risk through benefit limits and sub-limits, approval procedures for

transactions that involve pricing guidelines, pre-authorisation and case management, service provider profiling

as well as the monitoring of emerging issues.

Day-to-day Total

The following tables summarise the concentration of insurance risk, with reference to the carrying amount of

the insurance claims incurred, by age group and in relation to the type of risk covered/ or benefits provided.

In-hospital Day-to-day Total

In-hospital
Age grouping (in years) 

Movement in outstanding claims provision

Total (Note 9)
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16 INSURANCE RISK MANAGEMENT (continued)

16.3

16.4 Risk transfer arrangement

16.5 Claims development

16.6 Sensitivity to insurance risk

Increase of 1% Decrease of 1%

R R

2019

In-hospital claims incurred (716 414)            716 414              

Chronic Non-PMB claims incurred (51 827)              51 827                

Day-to-day claims incurred (449 472)            449 472              

Total (1 217 713)         1 217 713          

2018

In-hospital claims incurred (639 388)            639 388              

Chronic Non-PMB claims incurred (50 568)              50 568                

Day-to-day claims incurred (395 132)            395 132              

Total (1 085 089)         1 085 089          

Claims development tables are not presented since the uncertainty regarding the amount and timing of claims

payments is typically resolved within one year.

A sensitivity analysis is provided below reflecting the impact on the scheme's reported results for the year

assuming a 1% (increase)/ decrease in the cost of claims incurred with all other variables held constant.

THE BUILDING AND CONSTRUCTION INDUSTRY MEDICAL AID FUND

NOTES TO THE ANNUAL FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2019

The scheme did not enter into any risk transfer arrangements during the year.

The scheme’s strategy seeks diversity to ensure a balanced portfolio and is based on a large portfolio of

similar risks over a number of years and, as such, it is believed that this reduces the variability of the outcome.

The strategy is set out in the annual business plan, which specifies the benefits to be provided, the preferred

target market and demographic split thereof.

The scheme has the right to change the terms and conditions of all contracts. Management information

including contribution income and claims ratios by option, target market and demographic split, is reviewed

monthly. There is also an underwriting review programme that reviews a sample of contracts on a quarterly

basis to ensure adherence to the scheme’s objectives.

Risk management objectives and policies for mitigating insurance risk (continued)
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17 FINANCIAL RISK MANAGEMENT 

17.1 Market risk

Currency risk

Note R R R R R

2019

4
Investments held through fair value 

through profit or loss

-                      -             -                      39 653 225     39 653 225      

5 Cash and cash equivalents 71 848 789    -             46 551 345    -                       118 400 134    

Total 71 848 789    -            46 551 345    39 653 225     158 053 359    

2018

4
Investments held through fair value 

through profit or loss

-                      -             -                      37 044 699     37 044 699      

5 Cash and cash equivalents 69 822 447    -             43 068 084    -                       112 890 531    

Total 69 822 447    -            43 068 084    37 044 699     149 935 230    

Risk management and investment decisions are made by the Board of Trustees.  

The scheme’s investment policy is to hold the majority of all investments in interest bearing instruments. A 

significant portion of the scheme’s investments is therefore exposed to changes in the market interest rate.    

The table below summarises the scheme’s exposure to interest rate risk. Included in the table are the scheme’s 

investments at carrying amounts, categorised by the earlier of contractual re-pricing or maturity dates.

4 – 12      

months

Carrying 

amount

Non-interest 

bearing       

(no stated 

maturity)

THE BUILDING AND CONSTRUCTION INDUSTRY MEDICAL AID FUND

NOTES TO THE ANNUAL FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2019

The scheme operates in South Africa and therefore its cash flows are denominated in South African Rand (ZAR). 

No exposure exists to foreign currency risk.

Interest rate risk

Up to 1 

month

2 – 3      

months

The scheme’s activities expose it to a variety of financial risks, including the effects of changes in equity market 

prices and interest rates. The scheme’s overall risk management programme focuses on the unpredictability of 

financial markets and seeks to minimise potentially adverse effects on the financial performance of the 

investments that the scheme holds to meet its obligations to its members.
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17 FINANCIAL RISK MANAGEMENT (continued)

17.1 Market risk (continued)

Interest rate risk (continued)

2019

Increase/ (decrease) in surplus 1 184 001         (1 184 001)       

Increase/ (decrease) in asset 1 184 001         (1 184 001)       

Increase/ (decrease) in members’ funds 1 184 001         (1 184 001)       

2018

Increase/ (decrease) in surplus 1 128 905         (1 128 905)       

Increase/ (decrease) in asset 1 128 905         (1 128 905)       

Increase/ (decrease) in members’ funds 1 128 905         (1 128 905)       

17.2 Credit risk

2019 2018

R R

Investments held through fair value through profit or loss 39 653 225      37 044 699      

Insurance receivables 5 576 068         6 589 992        

Non-insurance receivables 2 285 617         2 205 641        

Cash and cash equivalents 118 400 134    112 890 532    

165 915 044    158 730 864    

Decrease of 1 %

A sensitivity analysis is provided below assuming a 1% increase/ (decrease) in the market interest rate with all 

other variables held constant. Only cash and cash equivalents are directly exposed to fluctuations in the market 

interest rate.

The scheme’s financial assets comprise of investments held at fair value through profit or loss, trade and other 

receivables and cash and cash equivalents. The carrying amount of these financial assets represents the 

maximum credit exposure as follows:

THE BUILDING AND CONSTRUCTION INDUSTRY MEDICAL AID FUND

NOTES TO THE ANNUAL FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2019

R R

Equity risk

Sensitivity analysis for equity risk illustrates how changes in the fair value of equity securities will fluctuate due 

to changes in market prices, whether these changes are caused by factors specific to the individual equity 

issuer or factors affecting all similar securities traded in the market. The equity securities described in the notes 

are classified as investments held at fair value through profit or loss and are invested in Sanlam Limited and Old 

Mutual.

An increase/ (decrease) of 10% in the share price would result in an impact of R159 392 (2018: R160 854) on 

the fair value of the investment.

Increase of 1 %
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17.2

Note R R R R R R R

2019

3 Insurance receivables 5 576 068    5 482 896    86 807      6 364        -              -              -                 

3 Non-insurance receivables 2 285 617    2 285 617    -                 -                 -              -              -                 

Total 7 861 685    7 768 513    86 807      6 364        -              -              -                 

2018

3 Insurance receivables 6 589 992    6 577 675    12 317      -                 -              -              -                 

3 Non-insurance receivables 2 205 641    2 205 641    -                 -                 -              -              -                 

Total 8 795 633    8 783 316    12 317      -                 -              -              -                 

THE BUILDING AND CONSTRUCTION INDUSTRY MEDICAL AID FUND

NOTES TO THE ANNUAL FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2019

Credit risk in respect of trade and other receivables is controlled through the application of credit monitoring

procedures. Section 26(7) of the Medical Schemes Act requires all contributions to be paid to the scheme within

3 days of becoming due. Whilst every effort is made to enforce this requirement the onus is on the member/

employer group to ensure compliance. The rules of the scheme provide for suspension and ultimately

termination of membership after specified periods of arrears. The amounts presented in the statement of

financial position are net of impairment allowances.

FINANCIAL RISK MANAGEMENT (continued)

Credit risk (continued)

With respect to investments held at fair value through profit or loss and cash and cash equivalents, the scheme

limits its counterparty exposure by only dealing with financial institutions that have high external credit ratings.

The investment policy stipulates that cash and cash equivalents can only be directly invested in financial

institutions with a minimum credit rating of AA-, as issued by a reputable credit rating agency. The scheme has

a policy of limiting the amount of credit exposure to any one financial institution in accordance with the

limitation on asset requirements specified in the Regulations to the Medical Schemes Act.

Amounts outstanding are not impaired, as they are within the normal expected recovery period for such

amounts.

Total Past due but not impaired

30 days 60 days 90 days >90 days

ImpairedNeither past 

due nor 

impaired
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17.2

2019 2018

R R

Insurance receivables (Note 3)

46 390            3 473              

5 482 896      6 577 675      

On demand 46 782            8 844              

5 576 068      6 589 992      

Non-insurance receivables (Note 3)

On demand 2 285 617      2 205 641      

7 861 685      8 795 633      

17.3 Liquidity risk

Up to 2 - 3 4 - 12

1 month months months

Note R R R R

2019

6 Outstanding claims provision 5 850 000      -                      -                      5 850 000      

7 Trade and other payables 4 843 083      -                      -                      4 843 083      

Total 10 693 083    -                      -                      10 693 083    

2018

6 Outstanding claims provision 6 560 000      -                      -                      6 560 000      

7 Trade and other payables 4 840 471      -                      -                      4 840 471      

Total 11 400 471    -                      -                      11 400 471    

Group 1 – New members (less than 6 months)

Prudent liquidity risk management implies maintaining sufficient cash and marketable securities. The

availability of funding through liquid holding cash positions with various financial institutions ensures that the

scheme has the ability to fund its day-to-day operations.

The table below summarises the scheme’s financial liabilities categorised by the earlier of contractual re-

pricing or expected maturity dates.

Total

THE BUILDING AND CONSTRUCTION INDUSTRY MEDICAL AID FUND

NOTES TO THE ANNUAL FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2019

Group 2 – Existing members (more than 6 months)

The credit quality of financial assets that are not impaired has been assessed on the basis of historical

information about counter party default rates, as follows:

FINANCIAL RISK MANAGEMENT (continued)

Credit risk (continued)
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17 FINANCIAL RISK MANAGEMENT (continued)

17.4 Fair value estimation

2019 2018

R R

Level 1 *

Investments held through fair value through profit or loss 39 653 225     37 044 699     

* There were no investments classified as Level 2 and 3.

THE BUILDING AND CONSTRUCTION INDUSTRY MEDICAL AID FUND

NOTES TO THE ANNUAL FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2019

For financial assets recognised at fair value, disclosure is required of a fair value hierarchy which reflects the

significance of the inputs used to make the measurements.

Level 1 fair value measurement represents those assets which are measured using unadjusted quoted prices

for identical assets. The predominance of market inputs is actively quoted and can be validated through

external sources or reliably interpolated if less observable.

Level 2 fair value measurement represents those assets which are measured using inputs other than quoted

prices that are observable for the assets either directly (as prices) or indirectly (derived from prices). They are 

often based on model pricing techniques that are effectively discount prospective cash flows to present

value using appropriate sector-adjusted credit spreads commensurate with the security's duration, also

taking into consideration issuer-specific credit quality and liquidity.

If one or more of the significant inputs is not based on observable market data, then the instrument is

included in Level 3.

The following table represents the Scheme's assets measured at fair value at Year End.

Valuation techniques and assumptions applied for the purpose of measuring fair value

The fair value of the publicly traded financial instruments held at fair value through profit or loss is based on

quoted market prices as at the statement of financial position date.  

In assessing the fair value of other financial instruments, the scheme uses a variety of methods and makes

assumptions that are based on market conditions existing at each statement of financial position date. Other

techniques, such as estimated discounted value of future cash flows, are used to determine fair value for the

remaining financial instruments.

The face values less any estimated credit adjustments for financial assets and liabilities with a maturity of less

than one year are assumed to approximate their fair values. The fair value of financial liabilities for disclosure

purposes is estimated by discounting the future contractual cash flows at the current market interest rate

available to the scheme for similar financial instruments.

Fair value measurements recognised in the statement of financial position (fair value hierachy)
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17 FINANCIAL RISK MANAGEMENT (continued)

17.5 Capital adequacy risk

18 NON-COMPLIANCE WITH THE MEDICAL SCHEMES ACT

18.1 Payment of contributions

18.2 Payment of claims

18.3 Investments in Medical Scheme Administrators

19 EVENTS AFTER STATEMENT OF FINANCIAL POSITION DATE

19.1 Appointment of the Principal Officer

Instances were identified where claims were paid after the 30 day period allowed, due to queries or late receipt 

of contributions. The fund does not pay any claims when a member’s contribution has not been paid.

THE BUILDING AND CONSTRUCTION INDUSTRY MEDICAL AID FUND

NOTES TO THE ANNUAL FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2019

In accordance with the Council for Medical Schemes circular 11/2006 the scheme is required to report all non-

compliance with the Act noted during the course of the audit irrespective of whether the auditor considers the 

non-compliance as material or immaterial.

The principal risk is that the frequency and severity of claims is greater than expected and that there are 

insufficient reserves to provide for their settlement.

The Medical Schemes Act, 131 of 1998 requires a minimum solvency ratio, calculated as accumulated funds 

expressed as a percentage of gross contributions, of 25%. The scheme’s solvency ratio was 108.7% at 31 

December 2019 (2018: 109.1%).

The scheme’s objective when managing capital is to safeguard its ability to continue as a going concern in order 

to provide benefits for its stakeholders.  

Section 26(7) of the Act requires contributions to be paid to a scheme not later than three days after payment 

thereof becoming due. Whilst every effort is made to enforce this requirement the onus is on the member or 

employer group to ensure compliance. During the financial year certain contributions were identified that were 

not paid to the Scheme within three days of becoming due.

The Principal Officer of the Scheme, Mr B Le Roux retired on 31 December 2019. The new Principal Officer, Ms 

P Makatini was appointed on the 02 January 2020.

The non-compliance increases the liquidity risk to the Scheme. Outstanding amounts, are actively pursued, if 

not received within three days of becoming due.

Section 59(2) of the Act requires claims to be paid to a member or supplier of service within 30 days after the 

day on which the claim is received by the Scheme. 

Section 35(8) of the Act states that a medical scheme shall not invest any of its assets in the business of any 

administrator.

The Scheme holds investments with Sanlam Limited. 
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19 EVENTS AFTER STATEMENT OF FINANCIAL POSITION DATE (continued)

19.2 Going concern assessment

 - Medical insurance risk;

 - Interest rate and market risk

Medical insurance risk

Low Medium High

Testing            1 349 145            2 698 290            4 047 435 

Out of hospital treatment of positive cases                  57 821                115 641               173 462 

In hospital treatment of positive cases            5 855 289            8 364 699          10 037 638 

Total Cost            7 262 255          11 178 630          14 258 535 

THE BUILDING AND CONSTRUCTION INDUSTRY MEDICAL AID FUND

NOTES TO THE ANNUAL FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2019

The outbreak of the coronavirus disease ("COVID-19") has been declared a Public Health Emergency

by the World Healthcare Organisation. The global outbreak has an effect on South Africa and hence

the Scheme. The effects of the COVID-19 virus, on the Scheme, are continually being assessed and

the full impact of the nationwide lockdown from 27 March 2020 to 30 April 2020 remains uncertain.

The scheme's exposure to the outbreak of the COVID-19 virus has been assessed in terms of the

following risk categories:

 - Credit risk relevant to contributions receivable and membership loss; and

Where relevant, the impact of the sovereign rating downgrade for South Africa, by Moody's rating

agency, from Baa3 to Ba1 has been factored into each of the above risk categories.

As a result of the outbreak of the COVID-19 virus, there will be an expected increase in claims that

will be paid from risk benefits. The clinical profile of all beneficiaries were assessed in terms of

vulnerability to the COVID-19 virus, quantified and used as a baseline to calculate the estimated total

impact on future claims. The scheme's actuaries were consulted in projecting the impact on both out-

of-hospital and in-hospital claims costs. Due to the significant uncertainty regarding the direct and

indirect impact of the COVID-19 virus, a number of scenarios were then considered to determine the

potential financial impact on the scheme. The projected increase in claims' costs associated with the

COVID-19 virus could possibly range from R7.2 million to R14.3 million. It is also expected that there

will be a reduction in claims due to the postponement of non-emergency procedures and limited

access to healthcare providers, the effect of which has not been included in the analysis as these

reductions are very uncertain at this stage.

The projected cost associated with the COVID-19 virus is summarised in the below table:

Credit risk relevant to contributions receivable and membership loss

The impact of the COVID-19 virus and the sovereign credit rating downgrade for South Africa is

expected to have a significant impact on the economy and medical aid population. As a result, the

Scheme will be exposed to increased credit risk of members' defaulting on the payment of

contributions due. To assess the impact, members were categorised into different paypoint baskets.

Each basket was assigned a certain degree of credit risk and assessed for exposure to default. The

paypoint baskets were then assessed in terms of recoverability of contributions and the full member

contribution debt book was included in the analysis. A sensivity analysis was then performed to

determine the potential financial impact to the Scheme. The projected cost associated with the

COVID-19 virus and the sovereign credit rating downgrade as a result of contributions being

uncollectable could possibly range from R1.5 million to R7.5 million.
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19.2 Going concern assessment (continued)

Interest rate and market risk

THE BUILDING AND CONSTRUCTION INDUSTRY MEDICAL AID FUND

The high level of uncertainty associated with the unpredictable outcomes of the COVID-19 disease

and sovereign credit rating downgrade complicates the estimation of the financial effect on the

Scheme. The Board of Trustees' policy is to maintain a strong capital base with sufficient liquid

reserves to meet obligations as they fall due. This is evident with the solvency ratio, as calculated in

terms of the Act, of 108.7% and with R118 400 134 being held in cash as at year-end.

FOR THE YEAR ENDED 31 DECEMBER 2019

EVENTS AFTER STATEMENT OF FINANCIAL POSITION DATE (continued)

Credit risk relevant to contributions receivable and membership loss (continued)

Additionally, there could possibly be an impact on the membership with members not being able to

fund medical aid contributions hence, the membership of the Scheme could possibly decrease. The

projected cost associated with the COVID-19 virus and the sovereign credit rating downgrade as a

result of a loss of membership could possible range from R10 000 to R410 000.

The COVID-19 virus and sovereign credit rating downgrade increases the Schemes' exposure to the

unpredictability of financial markets that will have potential adverse effects on the financial

performance of investments, in the short-term. In consultation with the Scheme's asset managers

and investment consultants, the impact on financial performance was assessed in terms of reduced

investment returns and expected lower share prices. The projected reduction in investment income

associated with the sovereign credit rating downgrade could possibly range from R1 million to R3

million however, investments are held for the long-term benefit of the Scheme and based on historic

market trends it is expected that the financial markets would recover over time.

NOTES TO THE ANNUAL FINANCIAL STATEMENTS
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