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During the year under review the 
Society experienced better than 
expected investment growth. In view 
of this, the Trustees remain confident of 
the Society’s ability to offer members 
quality health-care at a competitive 
cost. 

Financial results and 
membership
The increasing average age of the membership 
will continue to place long-term cost pressures 
on the Society and the rapidly changing South 
African healthcare environment will continue 
to challenge the Society. In view of this it is 
important that the Society maintains a close 
watch on claims patterns and increases its 
efforts at managing all claims effectively 
by applying best practice in the interest of 
members and the Society as a whole. 

The Trustees are pleased to report that the 
Society ended the financial year with an overall 
investment return of 12%, R326 million in 
accumulated funds and a solvency ratio of 
129%. Investments generated an income of 
R39 million, contributing to the sustainability 
of the Society. After incorporating investment 
income, the Society reflected a surplus from 
operations for the year of R17.6 million (2008: 
R6.9 million). This year-on-year increase 

in the surplus from operations is due to the 
investment returns for 2009 being higher than 
expected, despite the economic downturn. 

The Society experienced a further decline 
in active membership since the beginning 
of 2009, with a concomitant increase in the 
average age of members and increases in the 
pensioner to active member ratio and chronic 
medicine usage by members. These factors 
continue to contribute to the increase in the 
claims cost per member and thus the pressure 
on contributions.

Developments to streamline 
service delivery and manage 
claims cost
In line with the aim of providing quality 
healthcare at an affordable price, the Trustees 
appointed Chronicare Medicines as the 
designated service provider for dispensing 
chronic medication to members via courier 
or post, from 1 January 2009. Service delivery 
issues are being monitored and managed and 
it is envisaged that a change in ownership 
and management of Chronicare will address 
these issues. 

The Trustees also resolved to introduce 
Generic Reference Pricing for all medicines as 
from 1 January 2010. It is estimated that this 

will lead to a saving of more than R2 million 
per year.

Trustee Elections
The nomination of candidates to serve as 
Trustees on the Society’s Management Board 
commenced in October 2009, with voting 
coming to a close on 26 March 2010. The 
newly elected Trustees are to be announced at 
the Annual General Meeting of the Society, to 
be held on 13 May 2010, after which they will 
start their three-year term of office.

The solvency ratio in perspective

Society remains healthy!
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Meet the Trustees and Management

From left to right: Stephen Dietrich (Chairman), Bernard Bishop, Ken Quinn, Leon Coetzee (Principal Off icer), Craig Coltman, Steven Beangstrom (Manager), Louis 
Loock, Roger Ketley (Vice-Chairman), Wayne Smerdon, Huck Endersby

Corporate governance

The Society remains committed to and 
maintains the highest levels of corporate 
governance. The Board of Trustees maintains 
a firm focus on upholding the highest 
standards of corporate governance as well as 
proactively monitoring risks and challenges. 

In addition the Society has embarked on 
an all-embracing governance review project, 
with goals and timelines agreed by the 
Board of Trustees. When this project is 
completed at the end of 2010, the Society 
will have confirmed compliance with relevant 
measures as per the proposed guideline for 
governance for medical schemes that was 
issued by the Council for Medical Schemes. 
The relevant governance best practices 
prescribed for the retirement fund industry 
(circular PF130) and the King Report III will 
also be taken into consideration and adapted 
and implemented, where appropriate, to be in 
line with medical scheme requirements.

Principal accounting policies
The annual financial statements (AFS) have 
been prepared in accordance with International 
Financial Reporting Standards (IFRS) and 
under the historical cost convention, except 
for other financial assets at fair value through 
profit or loss, and trade and other receivables 
at fair value. The principal accounting policies 
have been consistently applied to all the years 
presented, unless otherwise stated. For full 
details about the principal accounting policies, 
please refer to pp. 20- 29 of the complete AFS.

Audit and Risk Committee
The Audit and Risk Committee continued 
to function during the year under review 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 whom two are members of the 
Board of Trustees: none of the members of 
the committee are officers of the Society. 
The Audit and Risk Committee met twice 
during the year. An interim audit status report 
is forwarded to all committee members by 
the Internal Auditor between meetings. This 

report provides feedback on the status of the 
audit plan, the risk log and any issues that the 
Internal Auditor is of the opinion should be 
highlighted to the Audit and Risk Committee.

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

The Principal Officer, the Manager, the 
Financial Manager, the external auditors and 
the Internal Auditors attend all Audit and Risk 
Committee meetings and have unrestricted 
access to the chairman of the committee.

The committee for the year under review 
comprised: 

•	 R W Ketley (Chairman and Trustee)
•	 M K Changfoot
•	 I N Scheepers
•	 W Endersby (Trustee)
•	 R Hannie

Trustee / sub-committee member Board meetings Investment Committee 
meetings

Audit and Risk Committee 
meetings

Ad Hoc Benefits Review 
Committee meetings

Attended Not attended Attended Not attended Attended Not attended Attended Not attended

Principal Employer appointed

S E O Dietrich 5 0 5 0 N/A N/A 1 0

R W Ketley 5 0 5 0 2 0 0 1

C W Coltman 4 1 5 0 N/A N/A N/A N/A

W Smerdon 5 0 N/A N/A N/A N/A N/A N/A

Member appointed

L A A Loock 2 3 N/A N/A N/A N/A N/A N/A

K P Quinn 5 0 N/A N/A N/A N/A 1 0

W Endersby 4 1 4 1 2 0 N/A N/A

B R Bishop 5 0 N/A N/A N/A N/A N/A N/A

Non-Trustee

M K Changfoot N/A N/A N/A N/A 1 1 N/A N/A

I N Scheepers N/A N/A N/A N/A 2 0 N/A N/A

R Hannie N/A N/A N/A N/A 2 0 N/A N/A

Principal Officer

L Coetzee 5 0 5 0 2 0 1 0
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The primary insurance activity carried out 
by the Society assumes the risk of loss from 
members and their dependants that are directly 
subject to risk. The risk relates to the health of 
the Society members. As such the Society is 
exposed to the uncertainty surrounding the 
timing and severity of claims under contract.

The Society manages its insurance risk 
through benefit limits and sub-limits, pricing 
guidelines, pre-authorisations and case 
management, management of the risk transfer 

arrangements, by monitoring emerging issues 
and by taking corrective action as required.

The Society, with the assistance of the Risk 
Monitor Group, uses several methods to 
assess and monitor insurance risk exposures 
both for individual types of risks insured and 
overall risks. These methods include internal 
risk measurement models, sensitivity and 
scenario analyses. The principal risk is that the 
frequency and severity of claims are greater 
than expected.

Insurance events are, by their nature, random 
and the actual number and size of events 
during any one year may vary from those esti-
mated with established statistical techniques. 
There are no changes to assumptions used to 
measure insurance assets and liabilities that 
have a material effect on the annual finan-
cial statements and there are no terms and 
conditions of insurance contracts that have a 
material effect on the timing and uncertainty 
of the Society’s cash flows.

FEDCBA

2009
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C- Dental
D- Medicines
E- Hospitals
F- Other
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R47 346 865 
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Outstanding claims provision
Outstanding claims provision refers to the provision for the Society’s estimate of the ultimate cost of settling all claims incurred, but not yet 
reported (IBNR) at year end. This is determined as accurately as possible based on a number of factors, including previous experience in claims 
patterns and claims settlement patterns, changes in the nature and number of members according to gender and age, trends in claims frequency, 
changes in the claims processing cycle and variations in the nature and average cost incurred per claim. The basis of calculation of the outstanding 
claims provision is discussed in note 10 (Page 36) to the annual financial statements and this is consistent with the prior year. Details of the 
movement on the outstanding claims provision are set out in the same note. There has been no unusual movement that the Trustees believe 
should be brought to the attention of the Society’s members. The movement for the year can be summarised as follows:

2009 
R’000

2008 
R’000

Beginning of the year 12 300 14 300
Payments in respect of prior years (11 896) (14 423)

Over/(under)provision in respect of prior year 404 (123)
Adjustment for current year 12 996 14 423

End of the year 13 400 12 300

Risk transfer arrangement
The Society operated a risk 
transfer contract with ER24 
for emergency ambulance 
services. The Society paid a fee 
of R641 443 (2008: R693 094) for 
the risk transfer arrangement. 
The total cost that would have 
been incurred for emergency 
ambulance services, had this 
agreement not been in place, 
would have been R1 282 886 
(2008: R1 102 308).

Events after statement of 
financial position date
No events have occurred 
subsequent to the end of the 
accounting period affecting the 
annual financial statements that 
the Trustees considered should 
be brought to the attention of 
members.

Results of operations

The results of the De Beers Benefit 
Society are set out in the annual 
financial statements, and the 
Trustees believe that no further 
clarification is required. 

Extracts from financial statements
Statement of Financial Positions at 31 December 2009

2009 
R’000

2008 
R’000

Assets
Non-current assets 320 382

Property, plant and equipment 307 370
Intangible assets 13 12

Current assets 358 030 339 434 
Other financial assets at fair value 

through profit or loss 193 795 179 365

Trade and other receivables 7 316 11 662
Cash and cash equivalents 156 919 148 407

Total assets 358 350 339 816

Funds And Liabilities
Members’ funds
Accumulated funds 325 897 308 338

Long-term liabilities
Post retirement liability 9 306 7 706

Current liabilities 23 147 23 772
Trade and other payables 9 106 10 779

Risk transfer arrangement 641 693
Outstanding claims provision 13 400 12 300

Total funds and liabilities 358 350 339 816
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2009
R’000

2008
R’000

Contribution income 223 640 209 545
Relevant healthcare expenditure (225 984) (212 279)

Net claims incurred (226 625) (212 688)
Net expense on risk transfer arrangement 641 409

Risk transfer arrangement fees (641) (693)
Recoveries from risk transfer arrangement 1 282 1 102

Gross healthcare results (2 344) (2 734)
Managed care: Management services (944) (861)

Administration expenses (14 698) (13 250)
Post retirement medical expense (1 599) (1 493)

Net impairment losses on healthcare receivables (627) (151)

Net healthcare result (20 212) (18 489)
Other income

Investment income 39 345 29 360
Sundry income 475 304

Other expenditure

Asset management and monitoring fees (2 049) (2 062)

Loss on disposal of investments in subsidiaries - (2 228)

Comprehensive income for the year 17 559 6 885

2009
R’000

2008
R’000

Balance at beginning of the year 308 338 301 453
Comprehensive income for the year 17 559 6 885

Balance at end of the year 325 897 308 338

Claims and 
contributions
The Trustees are confident that 
the members receive value for 
money considering the admin-
istration cost, benefits and 
contribution rates of the Society. 
This is confirmed by the mainte-
nance of its accumulated funds. 
The Board of Trustees is of the 
opinion that this is a prudent 
measure to help ensure the 
medium- to long-term finan-
cial stability and viability of the 
Society in a rapidly changing 
South African healthcare envi-
ronment and in view of the 
increasing average age profile 
of the membership.

To improve the service delivery 
in terms of the processing and 
payment of claims, there is 
an ongoing drive to increase 
the number of those claims 
submitted electronically and 
being settled via electronic 
transfers.

Reserve accounts
Movement in the reserves are set 
out in the Statement of Changes 
in Member Funds. There have 
been no unusual movements 
that the Trustees believe should 
be brought to the attention of 
the members of the medical 
scheme.

Actuarial services
The Society makes use of an 
actuary to assist in assessing insur-
ance risks. The actuary used the 
same principles and assumptions 
in calculating the outstanding 
claims provision as in prior years. 

The Society’s actuary was also 
consulted during September 
2009 to help determine the 
contribution and benefits levels 
for the 2010 benefit year.

Statement of Changes in Member Funds for the 
year ended 31 December 2009

Statement of Comprehensive Income for the year 
ended 31 December 2009

The De Beers Benefit Society is a not-for-profit closed medical scheme 
registered in terms of the Medical Schemes Act 131 of 1998 (the Act), as 
amended, and is incorporated in the Republic of South Africa. 

The Society is self-administered and currently provides only one Benefit 
option. 

Registered office and postal addresses:

Kimberley House, 84 Du Toitspan Road,  
Kimberley, 8301  

P O Box 1922 , Kimberley, 8300

The full set of annual financial 
statements can be downloaded 
from the Society website (www.
dbbs.co.za) or requested from 
the Society (053 807 3400).
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2009 2008
Membership Members Beneficiaries Members Beneficiaries

Membership at 1 January 8 081 18 954 8 383 20 343

New members 256 705 533 1460

Members exited (1 245) (3 679) (835) (2849)

Membership at 31 December 7 092 15 980 8 081 18 954

Average number of members/
beneficiaries 7 421 16 970 8 232 19 648

Average age of beneficiaries - 40 - 37

Dependent ratio at 31 December 1 : 1.25 - 1 : 1.35 -

Pensioner ratio at 31 December - 14% - 12%

Ratios per average member / 
beneficiary per month

Net contribution income R2 511 R1 098 R2 121 R889

Relevant healthcare expenditure R2 538 R1 110 R2 149 R900

Non-healthcare expenditure R201 R88 R159 R67

Investment strategy

The Board of Trustees has the ultimate 
responsibility for the investment strategy of 
the Society and is assisted in the formation 
of the investment strategy by the Investment 
Committee, the Actuary and the Investment 
Advisors. The investment strategy takes into 
consideration both constraints imposed by 
legislation and those imposed by the Board of 
Trustees. 

The objective of the Society is to provide 
members with competitive medical benefits in 
exchange for regular contributions. During the 
year under review the Investment Committee 
reviewed the investment strategy of the Society 
taking into consideration compliance with the 
Act, the risk and returns of the various invest-
ment instruments, the surplus funds available 
and medium- and long-term objectives. The 
following developments were considered in 
the review:

•	 Uncertainty regarding the National Health 
Insurance (NHI) and the impact thereof;

•	 Changes in membership demographics 
resulting in the volatility in solvency levels; 
and

•	 The overall reduction in real return 
expectations in the investment market.

Following the review, the investment objec-
tives were redefined as follows:

•	 Capital preservation is of paramount 
importance;

•	 Liabilities are linked to medical inflation 
(CPI plus 2% - 3%) and investment returns 
would therefore need to target inflation plus 
3%; and

•	 Predictability of income is a key requirement.

The Investment Committee is satisfied that 
the style and approach of the appointed invest-
ment managers supports the Society’s revised 
investment strategy and objectives.

The Society invested mainly in linked insur-
ance policies and cash instruments during 
2009. Refer to note 4 (Page 31) (other finan-
cial assets at fair value through profit or loss) 
in the annual financial statements for more 
details.

Review of the accounting period’s activities

Operational statistics

Solvency Ratio

2009
%

2008
%

Relevant healthcare expenditure % of 
net contributions 101.0 101.3

Non-healthcare expenditure as % of 
net contributions 8.0 7.5

Return on investment as % of 
investments 12.2 8.7

2009
R’000

2008
R’000

Accumulated funds per Statement of 
Financial Position 325 897 308 338

Less: Unrealised profits / losses (37 127) (12 689)

Accumulated funds per Regulation 29 288 770 295 649

Gross contributions 223 640 209 545

Solvency ratio 129% 141%
Average accumulated funds per 
member at 31 December (R0) R40 718 R36 586
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2009
R’000

2008
R’000

Other financial assets at fair value 
through profit or loss

24 697 23 612

Net realised gains 157 6 917

Net unrealised gains 24 539 10 856

Interest received 1 5 839

Cash and cash equivalents 14 648 5 748

Net realised gains (3 077) 6

Net unrealised gains (102) 80

Interest received 17 827 5 662

39 345 29 360

The Investment Committee maintained it’s 
function during the year under review as 
mandated by the Board of Trustees by means of 
proper terms of reference as to its membership, 
authority and duties. This committee consists 
of four members. All the members, including 
the chairperson are not officers of the Society. 
The committee met on five occasions during 
the year. In addition to the five meetings held, 
a workshop was held on 4 August 2009 by the 
Board of Trustees to review and approve the 
investment strategy of the Society as proposed 
by the Investment Committee.

The primary responsibility of the committee is 
to assist the Board of Trustees in carrying out 
its duties relating to the investment policy of 
the Society.

The Principal Officer and Financial Manager 
attend all investment committee meetings and 
have unrestricted access to the chairman of the 
committee. 

The committee for the year under review 
comprised: 

•	 S E O Dietrich (Chairman and Trustee)

•	 R W Ketley (Trustee)

•	 W Endersby (Trustee)

•	 C W Coltman (Trustee)

Investment Committee

Investment income

Tax Certificates - 2010

Members (except cash paying 
members) are advised that the 
Society has communicated with the 
South African Revenue Services 
(SARS) and confirmed that the 
February 2010 monthly statement 
can be used to complete annual tax 
returns. No tax certificate is required 
from the De Beers Benefit Society 
and therefore none will be printed 
(except for cash paying members). 

Cash paying members will receive 
their certificates from the Society at 
the end of April 2010. 

For any queries, please contact the 
Society on tel: 
053 – 807 3400  
or e-mail:  
benefitpost@debeersgroup.com

Service Providers to the 
Society through the year
Investment advisors:
Alexander Forbes Financial 
Services

Investment managers:
Allan Gray Limited
Investment Solutions
Taquanta Asset Manager

Actuaries:
The Risk Monitor Group

Auditors:
PricewaterhouseCoopers

We have audited the annual financial state-
ments of De Beers Benefit Society, which 
comprise the Statement of Financial Position 
as at 31 December 2009, the Statement of 
Comprehensive Income, Statement of Changes 
in Funds, the Statement of Cash Flows and 
a summary of significant accounting policies 
and other explanatory notes, from which these 
financial statements were derived.

In our report dated 25 March 2010, we 
expressed an unqualified opinion on the signed 
annual financial statements from which the 
summarised financials were derived.

In our opinion, the accompanying summa-
rised financial statements are consistent, in all 
material aspects, with the signed annual finan-
cial statements from which they were derived.

For a better understanding of the Society’s 
financial position and the results of operations 
for the year ended 31 December 2009, and the 
scope of our audit, the summarised financial 
statements should be read in conjunction with 
the signed annual financial statements from 
which the summarised financial statements 
were derived, as well as our report on these 
financial statements.

PricewaterhouseCoopers Inc  
Director: Leon de Wet

Registered Auditor  
2 Eglin Road, Sunninghill 
25 March 2010

Independent auditors’ 
report on the financial 
statements
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Notice is hereby given that the 121st Annual 
General Meeting of the De Beers Benefit 
Society will be held at the Kimberley Club, 
35 Curry Street, Kimberley on 13 May 2010 
at 12h00.

The purpose of this meeting will be - 

1. To approve the minutes of the 120th 
Annual General Meeting held on 21 May 
2009.

2. To receive and consider the annual finan-
cial statements of the Society, the report of 
the Board of Trustees and of the auditors 
for the year ended 31 December 2009.

3. To consider the appointment of auditors 
for the year ending 31 December 2010.

4. In terms of Rule 18.18 to approve that 
the honorarium payable per meeting 
attended to non-employee member-
elected Trustees who are not employees, 
be increased as follows on an backdated 
basis:

•	 from R2 380 to R2 550 for the period 
1 January 2009 to 31 December 2009; and

•	 from R2 550 to R2 730 from 1 January 
2010.

5. To announce the results of the election 
of member Trustees which, in terms of 
the rules of the Society, commenced in 
November 2009. (Nine principal members 
were nominated.) 

PROXY
Should any principal member wish to be 
represented at the Annual General Meeting 
by proxy, they should contact the Society for 
an official proxy form. Completed proxy forms 
should reach the Society’s offices by close of 
business on 12 May 2010.

Please take note that, in terms of Rule 26.1.5, 
notices of motion to be placed before the 
Annual General Meeting must reach the 
Principal Officer no later than seven calendar 
days prior to the date of the meeting.

By order of the Board of  Trustees.

L COETZEE
Principal Officer
25 March 2010

84 Du Toitspan Road, Kimberley, 8301

Notice of AGM
The following instances of non-compliance 
with the Act were identified during the course 
of the financial year: 

Foreign share holding
Contravention of Regulation 30, Annexure 
B, Category 4 (b). Annexure B does not 
permit the Society to hold shares in territories 
outside the Republic.

The Society received British American 
Tobacco (BTI) shares during October 2008 
following the unbundling by local companies 
Remgro and Richemont of their respec-
tive interests. These shares are considered as 
“foreign shares” due to its status as an inward 
listed security on the JSE Securities Exchange 
by the South African Reserve Bank and the 
Council for Medical Schemes. The Society 
has received exemption from the Council of 
Medical Schemes until 28 October 2010 to 
ensure compliance.

As at 31 December 2009 the market value 
of the foreign share holding amounted to 
R3 278 163 (2008: R4 903 451).

Late receipt of contributions
Contravention of section 26(7). Contributions 
from the following employer groups were 
received later than three days after it became 
due in terms of the Society’s rules:

•	 Cullinan Diamond Mine (Petra)

•	 Botswana Ash

•	 Namdeb

•	 Debswana

•	 Kimberley Engineering Works

These employer groups were informed of non-
compliance and requested to ensure future 
adherence. No contributions were received 
later than 8 days after the due date.

Society generated a net 
healthcare deficit
Contravention of Section 33(2). In terms 
of Section 33(2) the Society ‘shall be self-
supporting in terms of membership and 
financial performance’. During the year the 
Society made a net healthcare deficit of R20 
212 296 (2008: R18 489 419). 

The Society’s financial position at year end 
and results for the year is sound. This is 

confirmed by the exceptional solvency rate 
of 129% (2008: 141%) which exceeds the 
prescribed solvency ratio of 25%. It is not the 
intention of the Society to make a profit and 
therefore the investment income enables the 
Society to target a breakeven position after 
taking into account the investment income to 
ameliorate the net healthcare deficit.

The trustees monitor the actual results to 
ensure the net healthcare deficit is in line with 
the budgeted net healthcare deficit and any 
material variances are explained and correc-
tive action taken when necessary.

Non-compliance

Related parties

Related parties are individuals and 
organisations that are closely linked 
to the Society and that may have an 
influence over the operation of it.

Participating Employers
The principal employer nominates half 
of the Board of Trustees but does not 
participate in the Society’s financial 
and operating decisions. Contributions 
received: R223  639  867 (2008: R209 
545 260)

Key Management
These are the people that have authority 
and responsibility for planning and 
directing the activities of the Society. 
Key Management includes the Board 
of Trustees, the Principal Officer and 
Manager. The terms and conditions that 
are applicable to the Key Management 
is the same as that applicable to 
members. Remuneration R1 904 382 
(2008: R1 614 213); contribution R458 
220 (2008: R326 472) and claims R578 
358 (2008: R161 708).

Investment Managers and 
Advisors
Asset Management and monitoring fees 
paid in 2009 amounted to R2 049 191 
(2008: R2 062 293).


