NAMDEB

Medical Scheme

ANNUAL

REPORT

Annual General Meeting (AGM)

27 JUNE 2018

Namdeb Annual Report




CONTENTS

1 | Notice of Annual General Meeting 1

2 | Agenda 2

3 | Minutes of the AGM held on 27 June 2017 1-3

4 | Annual Reports 1-28
4.1 Integrated report of Board of Trustees

5 | Financial Reports 1-15
Annual Financial Reports year ending 31 December 2017

6 | Approval of the Annual Financial Statements for the year ending 31
December 2017

7 | Adoption of the auditors of the Fund currently PWC

8 | Nominated candidates to stand for election
8.1 Election

9 | Board of Trustees : Remuneration Structure

10 | Vote of Thanks

11 | Closure




AGM NOTICE & AGENDA



NAMDEB MEDICAL AID SCHEME

10" Floor, Namdeb Centre
Dr Frans Indongo Street
P O Box 1906
WINDHOEK

Principal Officer: awahl@iway.na

NAMDEB MEDICAL SCHEME
ANNUAL GENERAL MEETING

URGENT NOTICE TO MEMBERS

NOTICE OF THE NAMDEB MEDICAL SCHEME,
(REGISTRATION NUMBER 0014)
ANNUAL GENERAL MEETING (AGM)
TO BE HELD AT THE RECREATION CLUB, 9™ AVENUE, ORANJEMUND &
WINDHOEK NAMDEB BUILDING 15T FLOOR
ON WEDNESDAY, 27 JUNE 2018, AT 17H30:
(REGISTRATION STARTS AT 16H30)

NB:

Rule 35.1.4.1 of the Scheme reads: “100 Members present in person or by proxy shall form
a quorum. No member shall represent more than 4 (four) members by proxy. If a quorum is
not present at an Annual General Meeting after the lapse of half an hour from the time fixed
for the commencement of the meeting, the meeting shall be regarded as cancelled.”

1. A Proxy Form is attached to this Notice and further proxy forms will be distributed
electronically Mine Wide, but Members can still obtain forms from the Administrator.

2. Enquiries can be directed to the offices of the Administrator for the attention of
Estelle litula (tel. 063 — 23 2295) or Lydia Chimana (tel. 061 — 2999 715).

3. Proxy Holders should please hand in proxy forms at the registration desk at the AGM.

4. Notice of motions to be placed before the Annual General Meeting must reach the
Principle Officer Mr. Andries Wahl (Tel: 064-403960 Fax: 064-403977) or e-malil
(awahl@iway.na) on or before 20 June 2018.

5. The Financial statements are available on request from the Principal Officer and will be
distributed with the final notice.




AGENDA

—_

. Welcome by the Chairman of the Scheme.

o

Governance: Constitution of the meeting in terms of the notice of the meeting and quorum present

w

. Approval of the minutes of the AGM held on 27 June 2017
4. Introduction of Board of Trustees and Officials

5. Integrated Board of Trustees Report

D

. Tabling of the Audited Financial Statements for the Financial Year ended 31 December 2017.
6.1 Approval of the Financial Statements

6.2 Appointment of Auditors for 2018 Financial Statements

In terms of the Rules of the Scheme, the Annual General Meeting appoints the auditors for the
present year. In the past, this was referred fo the Board of Trustees to obtain quotes and
appoint an independent auditor.

7. Nominated candidates to stand for election in 2018.

In terms of rule 22.1, the Scheme shall be managed, administered, and controlled according to
these Rules by a Board of Trustees consisting of ten trustees (excluding the Principal Officer).
The Employer and Employees will be represented by an equal number of members of the
Scheme. De Beers / Debmarine Namibia 1/1 NDTC 1/1 Namdeb Diamond 2/2

Continuation Members 1M

In terms of the rules of the scheme, the Trustee representing the Continuation
Members shall be a member in good standing of the Namdeb Medical Aid Scheme
nominated by the Continuation Members and elected by all the members present at
the Annual General Mesting. Mr. Henry Coetzee the Pensioner Member Trustee
representative resigned as a board of trustee in October 2017 due to other commitments

Nominated candidates who will stand for election at the 2018 AGM

Mr. Silvanus Kalimba Nekundi
Mr. Gert Nieuwoudt Schreuder

8. Election of Trustees:
a. Explanation of the voting process by means of a close baliot
b. Election of Trustee
¢. Announcement of the successful candidate

9. Report on Board Remuneration during 2017
No Board member received any remuneration during 2017.

10. Closing of Formalities.




MINUTES OF THE MEETING HELD 27
JUNE 2017



NAMDEB MEDICAL SCHEME

MINUTES

OF THE NAMDEB MEDICAL SCHEME ANNUAL GENERAL MEETING
HELD ON TUESDAY, 27 JUNE 2017 AT 17H30
AT RECREATION CLUB IN ORANJEMUND & WINDHOEK VIA VC

PRESENT:

BOARD OF TRUSTEES: ORANJEMUND Mr S Eagleton - Chairman
Mr D Somseb
Mrs L Profiit
Mr A Phillips
Mr J Dumeni
Mrs O Oliver
Mr P Matthews

BOARD OF TRUSTEES: WINDHOEK Mr H Nashenda
L Kapere

PRINCIPAL OFFICER: Mr A Wahl

ADMINISTRATOR: Mr C Schéfer
Mr | Cuff
Ms L Chimana
Ms R Amuthenu

The Chairman welcomed all present at the meeting and announced that the meeting was properly
constituted as a quorum was present, 54 members in Oranjemund and 19 in Windhoek were in
attendance, 61 proxies, a total of 134, thus surpassing the minimum number of members required
for a quorum.

The Chairperson requested any comments/corrections while paging through the minutes. The
minutes were accepted as a correct and true reflection of the proceedings.

The Administrator presented the annual financial statements as at 31 December 2016. It was
noted that the membership of the Fund was 2,109 compared fo 2,067 in 2015. The financial
statements indicated a net surplus of N$10,933,484 while the reserve level of the Fund was at 56%
compared to the previous year's 38%.

In the Auditor’s opinion the financial statements presented fairly and in all material aspects, the
financial position of the Fund as at 31 December 2016 and its financial performance and cash flow
for the year in accordance with International Financial Reporting Standards and in the manner
required by the Medical Aid Funds Act of Namibia (Act 23 of 1995).

Namdeb Medical Scheme/Annual General Meeting/ Minutes/2017-06-27
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Questions from the members were invited and were answered to the satisfaction of the members.
The Annual Financial Statements were unanimously approved by the meeting. It was agreed that
the appointment of auditors for the ensuing year should be delegated to the Board of Trustees, as
they have close contact with the auditors.

Two employee representatives had previously been elected to serve in the interim due to two
previous employee representatives resigning and two employee representative vacancies thus
existed at Oranjemund. Only two nominations for the vacancies had been received and the
principal officer confirmed that Mr. Anthony Philips and Mr. Josua Dumeni, who had been
nominated in terms of the rules of the Scheme, were accordingly formally elected to fill the
vacancies which they previously filled in the interim.

The Principal Officer reported that no rule changes other than benefit enhancements and increased
contributions were approved by Namfisa. A few questions from the floor were answered to the
satisfaction of the members.

It was noted that the confirmed that the Board did not receive any remuneration during the year
under review.

The members took note of the Namfisa's circular PI/MAF/DIR/01/2017 informing all registered
Funds to discontinue the practice of providing gym rebates in its current form, in terms of which
gym rebates are given to members by Funds despite the fact that there in sno health care
treatment being provided by a person registered in terms of any laws as contemplated in the MAF
Act, as benefits to members.

The Chairman thanked each member who attended for his or her contribution to make this truly a
representative Scheme. He closed the meeting and informal discussions and questions from

members were entertained. General questions were asked and responded to by the administrator,
principal officer and chairman to the satisfaction of the members.

CLOSURE AND DATE OF NEXT MEETING

No other business was tabled for discussion and the meeting was adjourned at 18:21

Duly Signed
Chairman Principal Officer
Minute Secretary Date

Namdeb Medical Scheme/Annual General Meeting/ Minutes/2017-06-27
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ANNUAL REPORT FOR THE YEAR ENDED
31 DECEMBER 2017
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FOREWORD

The Board of Trustees are pleased to present the Integrated Annual Report for
2017. The report covers the financial period 01 January to 31 December 2017 and it
is Board primary report to its stakeholders.

The report provides an overview of the activities of the scheme, strategy and the
integrated view of the past year’s performance and takes into consideration the
financial, economic and social factors that impact the business of the Scheme.

The Board confined the report to material issues that impact the Scheme,
members, health professionals and other stakeholders. The materiality of this
report was determined according to the business objectives, Scheme strategy,
input from stakeholders within the medical aid fund industry, and the macro-
trends within the operating environment. The reporting principles applied in the
report, are consistent with the requirements of the current Namibia Medical Aids
Act No. 23 of 1995, which is anticipated to change in future with the promulgation
of the new FIM Bill. The principle relating to financial statements was also done in
terms of IFRS and the Medical Aids Act.

The Board of Trustees acknowledges its responsibility to ensure the integrity of this
report. The Board applied its mind accordingly and is of the view that the report
addresses all material issues and presents fairly all integrated Scheme information.

The Scheme is a non-profit, closed medical aid scheme registered and domiciled in
the Republic of Namibia in terms of the Medical Aids Act. No 23 of 1995 under
Registration number: 0014. The Scheme is administered by Prosperity Health
Namibia and comprises of members and continuation members of the Namdeb
Group of Companies, namely Namdeb, Debmarine and NDTC. Only employees and
continuation members of the three participating employer groups are eligible to
join or remain as members of the Scheme.

During the 2017 financial year, the Namdeb Medical Aid Scheme received a clean
report from NAMFISA for each quarterly report submitted, confirming that all
regulatory requirements and standards were met or exceeded.

Registered office address and postal address
10" Floor, Namdeb Building

Dr Frans Indongo Street

P O Box 1906

WINDHOEK



Comments from our members and stakeholders

Mr. Tjameya,” With the birth of my child we incurred large
amounts of costs, and | was stressed out about everything
except my cover. We walked out of the hospital and all |
had to pay was a limited amount. Namdeb Medical Aid
Scheme is amazing”

Mr. Sheehama “Namdeb is the best medical aid | have ever been on.
No problem to help you and the trustees is always approachable and
willing to assist. Keep up the good work”.

Mr. Heita, “You can be well assured that Namdeb is
offering value for money and there’s not ONE medical aid
that can beat Naomdeb"

Mr. Nghihalwa “Namdeb Medical Aid Scheme paid for me
for my recent operation. There were no delays, quick
approvals and overall excellent service”.

Mr. Busch “Namdeb paid for my oncology treatment and | am
grateful to have a scheme that you can rely on in difficult times”.

We would like to thank all our members for
their feedback and continued support.



Our 2017 highlights

6 0112

babies born in 2017 births a day

2034

claims processed per day

) 1% of claims paid
1,465

within 5days

hospital admissions
authorized for year

&I 820 calls a month
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EXECUTIVE SUMMARY
OVERVIEW

It gives me great pleasure to provide you our esteemed stakeholders with an overview on the
performance and activities of the Namdeb Medical Aid Scheme during the 2017 financial year.

As you are aware, we as Namibians are going through an extremely tough economic cycle. This
resulted in significant financial and socio economic challenges in most sectors of the economy. The
Government of Namibia, for instance had to reduce expenditure significantly to ensure ends are
met. The current dwindling economy has brought about large lay-offs in the workforce across many
sectors of the country’s economy, which in turn affects the growth and stability of our industry.

Despite this challenging economic environment, we are pleased to report that Namdeb Medical Aid
Scheme has remained financial healthy and stable. This is testament that the fundamentals by
which the Scheme is managed are sound in terms of ensuring sustainability. The robust
performance of the Scheme has been particularly impressive considering the challenges being
faced by a majority of our counterparts in the industry. It remains our strategic aim to use this
sound foundation to continue meeting the needs of our beneficiaries in a cost effective manner.
Despite the positive performance we continue to urge our members remain mindful of the
Scheme’s sustainability through responsible utilisation.

OPERATIONAL OVERVIEW

The Scheme’s membership has grown by 16% mainly due to returning members and appointments
by participating employer groups. As a result contribution income increased by 26% from the
previous year. In terms of claims incurred, the worrying trends of inflation-exceeding increases in
the private health sector cost continue to have serious and negative impact for the well-being and
sustainability of the Scheme. Claims incurred increased by 27% from the previous year which along
with slight increases in pensioner rates and average age of the Scheme. Although the
aforementioned elements inherently put significant pressure on the solvency, the Scheme retained
a stable reserve level despite a 6% reduction in the solvency ratio.

As part of our continued aspiration that beneficiaries must enjoy cost effective protection against
unpredictable, undesirable, and potentially catastrophic health events, we implemented a number
of benefit management programs. These programs are linked to our beneficiary wellness initiative
aiming to indirectly decrease healthcare cost through improved beneficiary wellness. Research has
shown that there is a strong correlation between a well-established wellness program and the
sustainability of a healthy scheme. The essence of this initiative is built around analysing
beneficiary claims profiles, developing wellness programs with the main purpose, to assist
beneficiaries in managing their illness conditions and reduce the need for future hospitalisation or
specialist services.

Page | |



This would inherently reduce the Scheme exposure to clinical risks through reduced beneficiary
claims. Based on limited implementation of benefit management programs on all conditions thus
far, the management programs implemented on the hospital and pharmaceutical benefits, yielded
significant direct savings to the Scheme. The aim is to extend this initiative to more benefits to
ensure that the Scheme’s goal of enhancing beneficiary wellness is used as a tool to improve
affordability over time.

GOVERNANCE AND COMPLIANCE

Compliance to the Medical Schemes Act and related regulatory framework remains one of our key
areas of accountability. As part of the Scheme’s Corporate Governance the Board reviewed all the
Scheme policies in the 2017 financial year. The Board has also discussed and scrutinised the control
framework and governance practices of the Scheme, and it remains one of our priorities to ensure
that the Scheme is managed in accordance with the highest standards of governance for the
benefit of our members and participating employers’ groups. We are confident to say that the
Board collectively, is qualified and experienced to govern and manage the Scheme successfully, in
this strict regulated environment in which Namdeb Medical Aid Scheme operates in Namibia. With
the anticipated promulgation of the Financial Market Intelligence Bill (FIM Bill) later this year, the
Scheme will be required to review all corporate structures and rules. As NAMFISA’s regulatory
model will change from “compliance” to “risk” based management

During 2017, the Board continued to conduct formal performance assessments of the Trustees, by
the chairperson and Principal Officer. The outcomes of these assessments are utilised to identify
and training needs and improve the Board effectiveness. We had three (3) resignations from the
Board of Trustees during the year and one (1) just after year-end. | wish to thank Messrs. Willy
Mertens, Henry Coetzee, Stephen Eagleton and Ms. Libertha Kapera respectively, for their valuable
contributions to the Scheme during their tenures. We would also like to welcome our two new
members who were appointed recently to the Board in accordance with the Rules of the Scheme to
fill vacant trustee positions. We look forward to working with Mses. Rachel Kalipi and Kuku Angula,
and to utilize their expertise to the benefit of the Scheme and its members.

We would also like to take this opportunity to announce that Mr. Andries Wahl our long serving
Principal Officer will retire at the end of June 2018 and welcome Mr. Callie Schafer as the new
Principal Officer. We want to thank Mr. Wahl for his valuable, unmeasurable contribution to the
Scheme for the past years and wish him all the best for his next endeavors.

The Scheme continues to meet all conditions and requirements as set by NAMFISA, and no cases of
non-compliance were reported during 2017. | wish to thank the Principal Officer and the
Administrators for their continued efforts in maintaining a high standard of the Scheme
administration and financial management. | also wish to thank all other service providers to the
Scheme for their cooperation and efforts in providing their respective services with commitment
and excellence.



CONCLUSION

I wish to convey my most sincere appreciation to my colleagues who served as Trustees on the
Board of the Namdeb Medical Aid Scheme for their commitment, support and cooperation during a
challenging year. Without, these qualities the Scheme would not be in the sound position it is. |
thank each of you for your continued support and dedication.

I also wish to express my heartfelt gratitude to the administrator, actuaries and auditors for their
loyalty and dedicated hard work. You are indeed delivering on the Scheme’s promise to take due
care. | am confident that your hard work and dedication is appreciated by all members. | am also
appreciative of the support from the CEOs of the participating employer groups of the Scheme and
for their continued trust in the Scheme and its Board of Trustees. The Board has the highest
appreciation for this and don’t take it for granted.

The Board would like to thank the health professionals for providing high standard of medical
service and care to our members and invite them for constructive engagement with the Board of
Trustees and the medical aid industry in addressing the challenges facing the private healthcare
and medical aid industry in Namibia. We assure you of our commitment in working collaboratively
in building a strong partnership with all stakeholders, which include the Ministry of Health & Social
Services and the Namibian Government in finding Namibian solutions for Namibian challenges.

| also extend our sincere gratitude to our regulators, NAMFISA and NAMAF, their CEOs and
management teams in particular for their continued support and guidance in their aspiration to
improve the industry. Lastly, | wish to thank our outgoing principal officer, who will be leaving the
Scheme after more than 15 years of dedicated and selfless service. During his tenure the Scheme
experienced significant challenges, but is now functioning as a sound closed medical aid scheme.
| wish him an enjoyable well-earned, healthy and long retirement.

Thank You.

H NASHENDA
Chairperson
Namdeb Medical Aid Scheme Board of Trustees

Abbreviations:
Namfisa:  Namibia Financial Institute Supervisory Authority NAMAF: Namibia Association of Medical Aid Funds
NaCC: Namibia Competition Commissioner FIMBILL:  Financial Institutes & Market Bills



1. ORGANISATIONAL OVERVIEW AND GOVERNANCE STRUCTURE

1.1 ORGANISATIONAL OVERVIEW

BENEFIT OPTIONS WITHIN THE SCHEME

In terms of NAMDEB's rules, the Scheme offered two options during 2017:

e Option 1 for members requiring a full spectrum of benefits and:
¢ Option 2 for members requiring limited benefits

MEMBER DEMOGRAPHICS

The following is a breakdown of the demographic profile of the Scheme

(i) Total Members

997
| am——- -
Adult Dependants

Main Members

(ii) Principal Members: Age Breakdown

1801

Child Dependants

558
430
378
213
| ¢ .

( 0-25 26-30 31-40 41-50

51-60

.

Pensioners

213

61-65

551

211

66+
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1.2 BUSINESS MODEL
The following business model has been adopted by the Scheme.

The Namdeb Medical Aid Scheme, although a restricted/close medical aid scheme, falls under
the ambit of the Medical Aid Act No. 23, as promulgated in 1995. As such, NAMDEB has to
comply with all levels of governance as stipulated in the Act.

The business model implemented by NAMDEB can be summarised as follows:

e Contribution Income:
Employer & Employee, medical aid contributions are based on the respective
employment conditions, all three participating employers namely: Namdeb, Debmarine
& NDTC subsidy a percentage of contributions and as follows:

Active Employees
Employer Subsidy: 60% of total scheme contributions
Employee contribution: 40%

Pensioners & Continuation Members:
Employer Subsidy: 86% of the total scheme contributions
Member Contribution 14%

« Net healthcare result:
Is targeted at a breakeven level over time, but with the ideal of producing a surplus

before interest every year and is calculated as follows:

* Net healthcare result = Income (excluding investment income) - Expenditure.

As required by Namfisa/Registrar of Medical Aids, the solvency ratio have to be
maintained at 25%, which is calculated as follows:

*Accumulated funds (reserves) / contributions.

This however is not sufficient for smaller and specially closed schemes as the size of
the scheme raises the volatility of the respective scheme. For this reason and to
protect the best interest of the Scheme and members the Namdeb Scheme Trustees
aim at maintaining a reserve level of 60% to 70%. This is supported by a scientifically
sound and actuarially supported benefit design process on an annual basis. Retaining
and complying with the solvency ratio remains a priority and on-going challenge for
the Board of Trustees.

- Non-healthcare costs:
Includes all expenditure incurred which is deemed non-healthcare related. In terms of
the Medical Aid Act and guidelines, this expenditure cannot exceed 10% to 12% of the
Scheme’s total expenditure.



FUNDING MODEL

All funders in Namibia including NAMDEB apply mostly the fee-for-service payment model to
Healthcare and Medical Emergency Assistance Providers.

In order to mitigate the risk associated with the Fee-For-Service environment, NAMDEB
considered and implemented other reimbursement models such as the DSP (Designated
Service Providers), a medicine supply option which offer members a benefit to receive
High Cost, Chronic and HIV/Aid Medication without a levy or co-payments. It is
imperative to note that Healthcare provider groups such as hospitals, general
practitioners, specialists, oncologists, renal dialysis providers and step-down facilities are
reluctant to consider any other reimbursement models.

Key characteristics of the Fee-For-Service Model are as follows:

® The model does not offer any incentives to the members or fund/schemes

¢ The Healthcare Providers does not do risk share and have no responsibility to the
outcome of his/her treatment and or the procedures done.

* The model is costly and open for abuse or manipulation.

¢ There are no measurements on clinical outcomes, abuse, fraud or wastage, and
the model leads to the increase in service delivery costs.

MANAGED CARE AND ADMINISTRATION SERVICES

in Namibia still enforce a medicine mark-up of cost (single exit price) Plus a 50% mark-
up. This compromise the substitution of branded or ethical medicine for generics as the
mark-up is more beneficial of a higher costs price than that of lower cost generic

In order to comply with the provisions of the Namdeb Medical Aid Scheme rules mandating
Trustees to appoint external expertise in cases where such skills are absent from the Board, the
Trustees outsourced the Administration & Managed Care functions.

Prosperity Health Namibia is our current administration and managed care service
provider. The appointment was affected after a due and diligent open tender process. All
other non-healthcare service providers have contractual obligations with NAMDEB, which
is managed through service level agreements.

1.3 GOVERNANCE STRUCTURE

The Board of Trustees are responsible for the ultimate management and governance of the
Scheme, and the Board consists out of the following structure:

¢ Board of Trustees: Responsible for overall management of Scheme

¢ Finance committee: Sub-Committee responsible for the finance, audit, risk, investment
and that handle all tenders

¢ Principal Officer: Manages the day-to-day activities, corporate services, administration,
communication and monitors the Scheme risk.



In addition to the Board structure indicated above, the Scheme outsourced certain functions
to extend and complement its structure, and in essence the Board structure is much larger if
one considers the functions that have been outsourced through the non-healthcare service
providers. Ultimately, the Board of Trustees has fiduciary responsibility to look after the
Scheme and ensure that the management and actions of the service providers are done in the
best interest of the members.

The Board of Trustees is committed to the principles of fairness, openness, integrity and
accountability in all dealings with its stakeholders. Prosperity Health Administrators is the
current Administrator and they assist the Board with the day-to-day operations in claims
processing and payment, managed care, pharmaceutical/hospital management, fund
management services and others.

The Board of Trustees meets regularly and monitors the performance of the Scheme.
During its meeting, the Board addresses a range of key issues and ensures that the Board
discussions are informative, constructive and based on items of policy, strategy and
performance. This is communicated to all members and health professionals and service
providers through newsletter, briefs and other communication modes. The Board of
Trustees has access to the advice and services of the Principal Officer and where
appropriate, they may seek external independent professional advice

The Board of Trustees has adopted the principles of Corporate Governance as generally
referred to as the King Ill report and as applicable to medical aid schemes. The Scheme
maintains internal system and controls, designed to provide reasonable assurance to the
integrity and reliability of the financial statements, to safeguard, verify and maintain
accountability for its assets adequately. Such controls are conducted based on established
Scheme policies, procedures and the implementation are overseen by trained personnel
within the administration company. Prosperity Health (administrator) fulfill all internal
audit functions and report any cases of possible non-compliance, abuse, waste and fraud
to the Trustees on a regular basis.

The Board of Trustees aim at all times to practice and apply ethical values in their interactions
with members, health professionals, service providers and other stakeholders. These ethical
values include:

- Transparency;

« Respect;

- Openness; and

- Integrity

1.4 BOARD COMPOSITION

The Board of Trustees consists of 10 members: 5 Trustees as company management
representatives and 4 Trustees as elected member representatives and 1 representative from
pensioner member base, all members are nominated through an open nomination and election
process during the appropriate AGMs and serve a term of 3 years.
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Surname Initials | Title | Appointed by: Appointment date | Resigned date
Nashenda H Mr Company 01 April 2017

Profijt L Ms. | Company 01 May 2009

Dumeni J Mr. | Member 23 November2016

Phillips A Mr. | Member 23 November 2016

Matthews P Mr. | Member 28 June 2016

Oliver o Ms. | Company 21 September 2016

Kapere L Ms. | Company 01 November 2017

*Eagleton S Mr. | Company 01 January 2012 17 November 2017
*Coetzee H Mr. | Pensioner members | 30 November 2015 | 31 October 2017
*Mertens w Mr. | Company 01 January 2010 31 March 2017

The Chairperson rotates between the management and member elected representatives and
elected from amongst the Trustees. The Chairperson, who has no-executive functions, meets
periodically with the Principal Officer to monitor progress and discuss relevant business
issues. All Trustees have attended training sessions to equip them with appropriate
knowledge and experience necessary to carry out their duties, with each actively involved in
the Board of Trustees’ affairs.

A minimum of 4 (four) ordinary Board meetings are held annually, with additional or special
meetings called where circumstances necessitate. Proceedings are conducted efficiently, and all
appropriate matters are addressed at each meeting. The interests of members remain at the
core of all meetings and decisions. Adequate indemnity and public liability insurance cover for
Trustees’ and the Principal Officer have been purchased by the Scheme to meet any material
claims against the Board of Trustees.

BOARD MOVEMENT

Messrs. E Eagleton, H Coetzee & W Mertens, resigned as Board of Trustees members in 2017.
Messrs. Eagleton & Mertens were subsequently replaced, the position for Mr. Coetzee will be
filled at the 2018 AGM as no nominations were received when called to fill the interim vacancy.

1.5 BOARD COMMITTEES

Specific functions and responsibilities as stipulated in the rules or policies have been delegated
to sub-committees, with defined terms of reference setting out their respective mandates. The
current Board sub-committees are the:
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A: FINANCE, AUDIT, INVESTMENT AND RISK COMMITTEE

The Finance/Audit, Tender and Risk Committee act as an advisory body and has no executive
functions. The committee works within adopted terms of reference. The Finance/Audit and Risk
Committee had two (4) meetings and appropriate feedback was provided to the Board of
Trustees on all matters discussed during their meetings.

NO OF MEETINGS

NAME OF MEMBER MEETINGS ATTENDED

Mr. Desley Somseb | 3
Mr. Heinrich Nashenda 4
Ms. Olivia Oliver 4 4
Ms. L Kapere 4 3

The Principal Officer, Actuaries and the Administrators are part of all Board of Trustee &
sub-committee meetings.

B. EVALUATION OF ANNUAL FINANCIAL STATEMENTS

The primary function of the Finance Committee is to ensure that the Scheme assets are
safeguarded and that the working capital and liabilities are managed efficiently.

The Finance Committee is satisfied to report that in accordance with the King Ill Corporate
Governance standards, they have not found weaknesses with the internal
management/audit reports of the Internal Audit functions performed by the Administrators.
These reports are conducted to provide an assurance that the management and internal
controls are appropriate and effective. For the period under review, there were no matters
reported of material breakdown, the Finance Committee is satisfied that it has performed its
mandate in accordance with good corporate governance, NAMFISA Guidelines and the
Medical Aid Act requirement.

The Finance Committee recommended for the adoption of the financial statements for 2017
by the Board of Trustees and for submission to the AGM for review and approval.

C. RECOMMENDATION FOR APPROVAL

Subsequent to the auditors’ review of the Annual Financial Statements for the year ended 31
December 2017, they are of the opinion that the statements in all material respects comply
with the relevant provisions of the Medical Aids Fund Act, NAMFISA guidelines, International
Financial Reporting Standards and that they fairly represent the results of the operations, cash
flow, and the financial position of the Namdeb Scheme. They therefore recommend that the
financial statements as submitted, be approved.
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D. INDEPENDENCE OF EXTERNAL AUDITORS

The Finance Committee is satisfied that the External Auditors is independent and fulfilled their
role. The conclusion of the audit is an un-qualified opinion.

E. INVESTMENT REVIEW

The Finance/Audit & Risk Committee also have the primary responsibility to assist the Board of
Trustees in carrying out its duties relating to the management of investments of the Scheme.
The Trustees adopted and implemented an investment policy that is used in the management
of the Scheme investment.

The investment mandate of the committee is to ensure that:

¢ The Fund remains liquid;
Capital is preserved as far as possible;

¢ The best possible rate of return is achieved within the determined risk
mandate set;

¢ Investments are done in compliance with the terms of reference; and

¢ NAMFISA guidelines, Scheme rules and regulations of the act are implemented.

The Scheme invested mainly in, equities, properties, bonds and cash instruments during 2017.
The asset manager’s primary mandate during the year was to comply with prevailing legislative
provisions and to ensure value retention while still ensuring growth within the depressed and
volatile international markets and other market constraints. Senior management of the
Administrator and an investment consultant attend all meetings of the Scheme and the
investment return for 2017 amounted to N$ 4,064,366 or (5 %) return on investment.

F. BENEFIT DESIGN

Amid its primary responsibility, the Finance committee assist the Board of Trustees in carrying
out its duties relating to benefit design. The Scheme introduced an annual product
development review process, where proposed benefit and product enhancements and
innovation that the Scheme can consider are identified, reviewed and considered for
implementation.

The Product development is a proactive process to identify market changes, consider member
and feedback from health professionals to develop possible benefit opportunities and
enhancements. The critical question always asked during this process, “is whether the Scheme
can afford the proposed changes” and if the new proposals can be considered over the short or
longer term. The benefit development process this include a review of member and health
professionals feedback, complaints and suggestions

The benefit proposals identified during the review process, are evaluated against the benefit
review checklist as indicated below, to determine if the meet the required criteria. The new
benefit proposals identified during the review process are submitted for pricing to the Scheme
actuary then resubmitted to the Finance Committee for consideration and recommendation to
the Board of Trustees. The Board finalizes the benefits and pricing and submitted to NAMFISA
for approval before implementation.
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Benefit Review Check List:

* Reduce or eliminate out-of-pocket/co-payments by members.

An industry benchmarking is done

Impact/saving on the Scheme must be significant and affordable.
Measurability of change and outcome.

Acceptable impact on premium increases to cater for the enhancement(s)
Ease of implementation.

Positive impact on members

Advancement of benefit offering to members

Review the provider impact

Open access to service for members without a financial burden in out-of-pocket
payments.

The Board recognize its enormous duty and responsibility to the beneficiaries of the Scheme
and the broader stakeholders. The regular strategic planning sessions also allow the Board to
review, evaluate and consider the impact and results of the Scheme’s activities.

2017 Overall benefit changes:

¢ Overall 7% increase on benefit categories

¢ Increase HIV medication from N$ 14,430 to NS 25,000 per beneficiary per annum:
Option 1, NS 13,740 to N$ 25,000 on option 2

* Increase external appliances benefit from NS 15,900 to N$ 18,000 on Option 1
and Option 2 N$ 9,000 to N$ 10,500 per beneficiary per annum

® Increase OAL (overall-annual-limit) Day-to-Day as follows:
- Option 1: Beneficiary from N$ 23,000 to NS 27,500 Family: N$58,000 to N$65,000
- Option 2: Beneficiary from N$ 12,500 to N$15,000 Family: N$31,250 to NS 35,500
- Remove the N$ 20 levy applicable from the 6 GP consultation.

® Specialized Radiology: Option 1: Beneficiary limits improved from N$ 13,350 to
NS 16, 000 Option 2: Beneficiary limits improved from N$ 10,000 to N$12,000 Family:
N$20,000 to NS 24,000.

List of 2017 benefits increased with an overall 7% effective 01 April 2018:

° Internal Surgical Appliances

° Alternatives to Hospitalization
Ambulance Services

Private Transport

In Rooms General Practitioners & Specialist Treatment
Psychology & Physiotherapy benefit
Acute Medication

Self Medication (over-the-counter/OTC)
Chronic Medication

Dental Benefits

Optical Benefits

Medical External Appliances



G: DISCHARGING OF COMMITTEE RESPONSIBILITIES

All reports adopted by the Finance Committee are submitted to the Board of Trustees
meetings for approval

H: FINANCIAL HIGHLIGHTS

The report only covers the highlights of the Schemes’ results for the year ended 31 December
2017, as extracted from the 2017 financial statements. The Auditor has expressed an
unqualified opinion on the Consolidated Financial Statements with no audit findings or
corrections.

A. SUMMARY OF FINANCIAL PERFORMANCE

2017 2016
N$ NS

Contributions collected 121,818,876 98,271,536
Net claims paid (107,093,302) | (84,355,243)
Net surplus 13,475,553 10,933,484
Members Funds 68,210,238 54,734,685
Average claims per principal member per month 3,755 3,403
Average contribution per principal member per 4,271 3,964
month
Scheme Demographics:

2017 2016
Scheme-membership 2,440 2,109
Number of dependents 5,789 5,012
Average age of principal members 46.74 46.92
Number of chronic members 5,162 5,038
Number of pensioners/continuation members 555 551
Reserve levels % 56% 56%
Solvency level 8.6 times 9.1 times
Non-healthcare costs % of gross contributions 3% 4%
Administration costs NS per member per month NS 130 NS 146
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Scheme Contributions

121,818,876
105,582,159 114,557,731 08 271 536 I
2014 2015 2016 2017
Claims Payment
101,469,822 97,486,412 107,093,032
I I i I
2014 2015 2016 2017
Claims vs Contributions
121,818,376
105.582.156 114,557,731
" 98,271,536 107,088,082
101,469,822
[ i
2014 2015 2016 2017
m Claims = Contributions
Claims Ratio
96%
87%

I i : |

2014 2015 2016 2017
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Claims payment per discipline

Stepdown facilities
3%

=

Optical

Dentist |
3%

Poly Clinic
1%

o

Hospitals
32%

Pharmacies
23%
General
Practioners Specialists
9 23%
TOP 10 chronic conditions
# UBs
Utilizing

Condition Description Beneficiaries # ltems
Total 5,162 102,336
Hypertension 1,189 18,334
Diabetes mellitus type II 380 7,296
HIV/AIDS 187 4,597
Hyperlipidemia 622 6,952
Cancer 16 184
Cardiac failure 273 4,908
Depression 135 1,453

M CANCER

W HYPERLIPIDAEMH
A
22%

M DEPRESSION

M HYPERTENSION
42%

MELLITUS TYPE I

13%
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Third Party Claims: (MVA) Payment Summary:

Total
Year Claimed Received cases
2015 919 256.03 56 167.22 8
2016 173 430.52 5,701.00 4
2017 - 81,686.00
TOTAL: 1092 686.55 83 276.96 12

A. EXTRACTS FROM THE AUDITED CONSOLIDATED FINANCIAL STATEMENT

PWC, the Fund’s Independent Auditors, have audited the consolidated financial statements,
including the Statements of Financial Position, Statements of Comprehensive Income,
Statements of Changes in Funds and Reserves and the Statements of Cash Flows from which
management extracted the primary reports contained in this Integrated Report.

The Auditors have expressed an unqualified opinion on the consolidated financial statements
in terms of International Financial Reporting Standards and the manner required by the
Medical Aids Act of Namibia. The consolidated financial statements as well as the Auditor’s
Report thereon are available from the Principal Officer.

2. UNDERSTANDING THE OPERATING CONTEXT
2.1 IDENTIFYING MATERIAL ISSUES, IMPACTS AND RELATIONSHIPS

A: BENCHMARK TARIFFS

The Namdeb Medical Aid Scheme makes use of Benchmark tariffs as guideline for payment of
claims. The escalation in healthcare claims remains a pertinent concern not only for Namdeb,
but for the medical aid industry as a whole. With healthcare inflation currently outstripping
the CPl inflation rate with an estimated 3% to 4%, it is one of the key driving cost areas. The
impact of increased utilization of services by members is noticeable and if the trend
continues, it will require special care and attention to ensure the long-term sustainability of
the Scheme.

NaCC case and outcome

The Namibian healthcare industry is continually evolving. During 2017 NAMAF and the
medical aid funds were successful in their appeal against the High Court ruling that
Medical Aid Funds are undertakings and that they collude in publishing benchmark
tariffs. The petition of the NaCC (Namibia Competition Commissioner) to the Chief
Justice to set aside the Supreme Court ruling was also rejected and thus the matter is
concluded. The industry hopes that this ruling can bring an end to the on-going challenge
by the Namibia Private Practitioner Forum (NPPF) that medical aid funds are guilty of
collusion and lay the foundation for closer cooperation between medical aids and the
health professionals.
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The NAMAF benchmark fee structure is now duly recognized and implemented by most
medical aid funds. With a large number of health professionals not using the benchmark
tariffs it however resulted in an increase in co-payments and out-of-pocket expenses
carried by members. For the 2017 financial period the total out of pocket expenses of
medical aid fund members amounted to N$780 million. As part of the Scheme strategy
to address this burden of out-of-pocket expenses on members, the Scheme implemented
DSP (designated service providers) initiatives on chronic & high cost medication. We
urge our health professionals and partners in the industry to take hands with the
Scheme to serve the interest of members and secure the future of private healthcare in
the country.

A. RELATIONSHIPS

The Scheme has relationships with the entities listed below, all role-players in the
administration of the Scheme affairs, and we aim at maintaining a good and respected
working relationship with all entities:

Members

Active employees, Pensioners & Continuation Members

Employers

Namdeb, Debmarine & NDTC

Administrator

Prosperity Health Administrators (Pty) Ltd

Managed Care services

Prosperity Health Administrators (Pty) Ltd

= Disease Management

= HIV/Aids Management

= Preferred Provider Negotiations

=  Designated service providers

(Pharmacies)

® Hospital Management

GP/Specialists/Other liaison and negotiations

negotiations

Employee
representatives

Union & Employee representatives

Bankers

Bank Windhoek
Standard Bank Namibia

Treasury/investment
manager

Capricorn Asset Management
EMH Prescient Investment Management
Point break

Actuaries

12 Actuaries and Consultants (Pty) Ltd

External Auditors

PricewaterhouseCoopers




B. MEMBER EDUCATION AND AWARENESS

The business plan of the Scheme determined that the Administrator have to fulfill most of
the communication function. It is anticipated that at least 90% of members have to be reached
during 2018/9. A communication plan and strategy is currently under consideration and will be
implemented in support of improving communication with members and all stakeholders.
Currently a week long roadshow is conducted bi-annually, reaching out to the total
membership base of the Scheme. Special effort was made during 2017, to reach the
pensioner base as well as South African based members with commendable success.

As part of the communications strategy, the Administrator with the Principal Officer and
chairperson have undertaken several outreach and communication drives as reflected in the
table below:

MEMBER OUTREACH AS OF 31 DECEMBER 2017 |
Member information sessions 7

Newsletters to members 6,698

News briefs to health professionals 4

Company management and HR visits 4 _
Ad hoc 1,200 _

SMS communications 8,985

Statement messages 4,300

TOTAL 14,485

COMMUNICATION HITS AS OF 31 DECEMBER 2017
SMS messages sent out 1,022 million

Emails sent out 250,000

Client service office visits 4,050

3. IDENTIFYING RISKS AND OPPORTUNITIES MANAGEMENT OF RISK
3.1 RISK IDENTIFICATION

The primary risk assessment and identification activity carried out by the Scheme assumes that
the risk of potential loss of members and the inherent clinical risks of the Scheme (health of the
members) may impact the volatility and future sustainability of the Scheme. As such, the

Scheme is exposed to uncertainty surrounding the timing and severity of claims. The Scheme is
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also exposed to market risk through its normal claims and investment activities. The Scheme
manages its claims risk through benefit limits and sub-limits, approval of procedures for the
hospitalization and other procedures that involve pricing guidelines, pre-authorizing and case
management, service provider profiling, etc. Certain risks can be mitigated by entering into
risk transfer arrangements and the Trustees continuously review these as an option.

The Scheme uses several methods to assess and monitor risk exposures both for the
individual and overall risks. These methods include internal risk measurement reviews,
sensitivity analysis, scenario analysis etc. conducted by the Scheme Actuaries. The option of
and all risk transfer cover is also reviewed on the principal risk, the frequency and potential
severity of claims. The Scheme with the support and input of the Scheme Actuaries do review
the need for possible risk transfer cover openly and objectively. The risk transfer is better
covered amongst large Schemes where a larger membership population reduces the variability
of the expected outcome.

The risk transfer review is included in the quarterly Scheme actuarial reports, monthly
financial reports and other dashboard indicators reported to each Board of Trustee meeting
by the Actuaries and or Administrators. Benefits and contributions are also determined
taking into account the Scheme’s risk concentrations, changes in utilization, historical
claims data, practice analysis reports and member feedback etc. The escalation in the gap
between the health professionals’ fees and the Scheme benchmark tariffs is becoming a
growing concern. It has escalated at an alarming rate, which has led to an increase in the
annual cost carried by members. The co-payment and out-of-pocket expenses of members
has increased drastically and now reached alarming levels. During 2016 an amount of
N$ 336 million, was carried by members and the estimate for 2017 amount to N$780
million.

3.2 RISK MANAGEMENT

The ultimate responsibility for managing the risk environment of the Scheme lies with the
Board of Trustees. Risk management of the Scheme comprise of specific risks impacted by the
broader healthcare environment and economic factors. The Actuaries continuously, conduct
trending and impact analyses to identify possible risks and to allow the Trustees to manage it
timeously and effectively.

Development of the Scheme risk appetite is defined as the tolerance levels for the identified
risk. The Board conducts annual risk assessments sessions where several risks at the strategic
and business level of the Scheme are identified. Actions to address and mitigate these risks are
put in place which limits the Scheme’s exposures. Future risk management training may have
be conducted for all Trustee members and service providers to gain a sound understanding of
risk management principles. The participating employers risk managers supports the efforts of
the Scheme and the Scheme keeps a Risk Register.

The internal audit function as a risk-based assurance over the effectiveness of controls and
risk management within the Scheme is conducted by the Administrators.



The following table illustrates the Strategic Risks identified against the Strategic Objectives
and the subsequent inherent Risk versus Residual Risk distribution after applying the controls
developed within the Scheme:

2017 2018
STRATEGIC STRATEGIC RISKS IDENTIFIED
OBJECTIVES FOR 2017/8 INHERENT INHERENT
RISK RISK

1. Toensure NAMDEBis ) adyerse decrease in solvency levels
a sustainable Scheme

2. Fraud, corruption and gross

3. In adequate technology systems

. In adequate Scheme governance
and compliance

5. In adequate management
contingencies

2. Toensure members |y papefit design and structure noft

are able to receive quality| . tine member and Scheme needs
healthcare

2. Loss of specialised focus

3. Failure to adapt to change

3. To ensure sound
relationships with

stakeholders 2. Inadequate third-party provide
management

1.Poor stakeholder relations

3.3 COMBINED ASSURANCE

To ensure the best risks management approach, active participation is expected from the
Scheme Trustees, Principal Officer, Administrator, Actuaries and Employer management.

A five-step approach to our combined assurance plan is as follows:

Step 1 - Identify the entire entity risk Healthcare environment

Step 2 - Identify existing management intervention

Step 3 — Identify risk management and compliance-monitoring processes

Step 4 - Identify independent assurance

Step 5 — Finance Committee to recommend for approval by the Board of Trustees and monitor
combined.
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4. FRAUD RISK AND FORENSIC MANAGEMENT
4.1 FRAUD PREVENTION, DETECTION AND RESPONSE

The Scheme continued the drive to fight abuse, waste and fraud. Several fraud control(s)
prevention and detection strategies are followed by the Administrator in reviewing costs
trends, practice cost reviews, benchmarking, cases reported by members and providers. The
Scheme also reported to NAMAF any cases identified and for NAMAF to address it at industry
level. NAMAF created a Forensics Desk and in the process to adapt the Industry Database to
allow for more meaningful data availability to funds and schemes in forensic management.

4.2 FRAUD RESPONSE

The following mitigation actions were implemented by the Scheme:

» Direct payment to members instead of providers, referred to as indirect
payment;

- Fraud information shared with medical industry bodies, i.e. NAMAF, Peer Review
Group with Medical Association (MAN), Health Professions Council of Namibia
(HPCNA) representatives serving on the committee;

5. PERFORMANCE AGAINST STRATEGIC OBJECTIVES - ADMINISTRATORS

Individual strategic objectives are measured against key performance and risk indicators.
Below, is a list of key strategic objectives. At a Strategic workshop held in 2017, a high-
level assessment of providers who are not willing to cooperate were reported, the
strategic review sessions was done to monitor the progress made against NAMDEB's goals
and strategies. This exercise is repeated annually, and includes the following Scheme
information:

Strategic Goals Strategic Measurabie.éﬁfective
Scheme 1. Amount owed by providers, offset against future claims submitted to
payments

the Scheme or expected to refund the Scheme;

2. Direct recovery from providers i.e. MVA Fund; and

3. Civil and/or criminal cases lodged against providers at their respective
regulatory bodies and/or Namibian Police or Namibia Corruption

Commission.
Scheme Claims
Behavior Strategy 1: NAMDEB limited the 2017 contribution increase to
ianatEJn + 7% with an additional levy of 11% for continuation
members.

Strategy 2: Monitor impact of returning members claims behavior
that rejoined the Scheme

Strategy 3: NAMDEB’s solvency level remains at an acceptable level.

Strategy 4: NAMDEB's year-to-date net healthcare result remains in a
surplus
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Strategy 5: NAMDEB is continuously reviewing governance
frameworks and improvements are being implemented as and
where required.

Communication
& Wellness

Strategy 1: NAMDEB’s approach to effective disease management
includes effective and efficient program management that will
proactively identify high-risk members and measure outcomes of the
managed care interventions not only via the claims analyses (process
indicators), but also via clinical measures of patients. The possible
extension of the pharmaceutical management program is considered,
and the Administrator will submit a proposal for the management and
adherence behavior of members shortly.

Strategy 2: NAMDEB will be conducting annual surveys during 2018 to
ensure that members and health professionals are reached in an
effective manner. NAMDEB’s Communication Strategy gives clear
directives on the ways to reach members and their beneficiaries more
effectively, however, the member survey will only resume in 2018 in
order to provide the Administrator and members sufficient time to
integrate and adapt to the new procedures.

Strategy 3: Prosperity Health is planning coordinated wellness days with
the Scheme.

Strategy 4: NAMDEB’s 2017 benefit design was developed using the
outcomes of the 2016/7 member survey to ensure the members’
needs were taken into consideration during the benefit design
process. NAMDEB adapts their benefits on an annual basis to ensure
that the benefits are relevant and based on members’ needs, and
various analyses and information sources are used to support this.
The member survey will however only resume in 2018 in order to
provide the Administrator and members sufficient time for this.

Ensure sound
relationships with
stakeholders

Strategy 1: NAMDEB has reviewed all service provider contracts to
ensure that they all have service level agreements (SLAs). This is
reviewed by the Principal Officer on an on-going basis and the outcome
reported to the Trustees. This is aimed at ensuring that all our
contracted service providers deliver on their contractual obligations as
set out in their contract.

Strategy 2: NAMDEB currently pays all healthcare services at the agreed
Scheme or NAMAF benchmark rates and in terms of the benefit
structure and or agreed reimbursement percentages (in-hospital
services).

This result in co-payments carried by members as an out-of-pocket
expense and as stated earlier are increasing at alarming rates. it will be
important for NAMDEB to negotiate for possible better rates with health
professionals, enter into agreements to reduce costs, consider other
initiatives etc. to assist members to reduce the out-of-pocket expenses.
The high out-of-pocket payments carried by members makes members
negative towards the Scheme whilst it is beyond the Scheme and
Trustees control.
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Strategy 3 — NAMDEB is currently monitoring the development around
and possible implementation of the planned National Medical Benefit

Fund (NMBF) and Universal Health Plan by Government. NAMDEB also
supports NAMAF in any industry policy and other industry consultative
matters.

Strategy 4 — NAMDEB is eagerly awaiting the benefits to derive from the
outcome of the Competition case in favor of NAMAF and medical aid
funds whereby fund/schemes are not undertakings and cannot be guilty
of collusion in setting tariffs or implementing other costs curbing
initiatives. Limited progress is made by NAMAF and NAMAF has re-
positioned NAMAF from a member association to that of a regulator.

The results of the Scheme’s performance assessment indicate that all
objectives were met, and any areas of improvement been discussed with
the providers and duly addressed. The progress will be reviewed with
the next SLA assessment
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Statement of responsibility by the Board of Trustees

The Board of Truslees is responsible for the preparalion, integrity, and fair presentation of the annual financial
statements of the Scheme. The financial stalemenls presetted on pages 7 to 37 have heen prepared in
aceordance with International Financiat Reporling Standard and the in the manner required by the Medical Aid Fund
Act 23 of 1695 and include amgunis based on judgements and estimates made by management,

The Boand of Trustees considers that in preparing the annual financial statemeats they have used the most
appropriate accounting policies, consistently applied and supporisd by reasonable and prudent judgements and
estimates,

The Board of Trusteas is satisfied that the informaiion contained in the annual financial statements fairly presents
the results of the operations for the year and the financial position of the Scheme at year-end.

The Board of Trustees is responsible for ensuring that accounting records are kept, The accounting records
disclose with reasonable accuracy the financial position of the Scheme which enables the Board of Trustees fo
snsure that the annual financial statements comply with the relevant legislation.

The Scheme opsfstes in a contralied environment which was reviewad through 2 risk management plar. The
internal control procedures are designed to provide reasonable, but not absolute, assurance fhat assets are
safeguarded and the risks facing the Scheme are heing confrolied.

The going concern basis has been adoptad in preparing the annual financial statements. The Board of Trustees
has no reason to believe that the Schieme will not be a going concern in the foreseeable future, based on forecasts
and available cash resources. These annual financiat statements support the viability of the Scheme.

The Scheme's extornal auditors, PricewaterhouseCoopers, arg responsible for auditing the financial statements in
teyme  of International Standards on  Audiling and their report is presented on pagesSlo 6.
PricewalerhouseCoopers have unrestricted access to all financial records and related data, including minutes of all
meetings of members, the Board of Trustees and all committess of the Board. The Board of Trustees belisve that
aft theis representations made o the Independent sudiors during their sudit were accurate and apgpropriate.

The annual financial statements were approved by the Board of Trustees and are signed on its behalf by

Chairman Principal Officer
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Statement of Corporate Governance by the Board of Trustees

The Scheme is committed to the principles and praclices of faimess. openness, inlegrily and accountability in all
dealings with is stakeholders. The Board of Trustees are propesed and efected by the members of the Scheme
and participating employers in terms of the rules of the Scheme.

Board of Trustees

The Trustees meet regularly and monitor the performance of the Scheme, adminisirators, health professionals
and other service providers to address a range of key issues and ensure that discussion on items of policy,
stralegy and periormance is critical, informed and constructive.

All Trustees have access to the advice and services of the Prncipal Officer and, where appropriate, may seek
independent professionat advice al the expense of the Scheme, ’

Risk Management and Internal Controls

The Trustees afe accountable for Risk Management and Internal Controls. Risks are identified. regularly
reviewed, and appropriate resultant stralegies implemented.

Risks are reviewsd and dealt with at the Finance Commiittee and Truslees leval. Risks ara addressed. based on
impact to the Scheme and specific sirategies or processes thal are set in place o deal with these risks.

As considered appropriate and fo protect the long term sustainabifity of the Scheme and volalifity of claims the
trusiees do enter info risk transfer arrangements to secure this -

The administralors of the Scheme maintain internat controls and systems designed fo provide reasonable
assurance ‘as to the integrily and refiabifity of the annual financial statements and to safeguard, verify and
maintain accountability for its assets adequately. Such controls are based on established policies and
procedures and ere implemented by trained personnel with the appropriate segregation of duties.

Mo event or item has come to the attenfion of the Trustess, that indicates any material breakdown in the
funclioning of the key internal controls and systems during the year under raviews,

Chalrman Principat Officer
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Independent Auditor's Report

To the members of Namdeb Medical Scheme

We have audited the annual financial statements of Namdeb Medical Aid Scheme, which comprise the statement
of financial position as at 31 December 2015, and the statement of surplus/deficit, statement of changes in funds
and reserves and cash flows for the year then ended, and a summary of significant accounting policies and other
explanatory information, and the report of the Board of Trustees, as set out on pages 7to 37.

Trustees Responsibility for the Financial Statemenis

The Scheme’s Trustees are responsible for the preparation and fair presentation of these financial statements
accordance with International Financial Reporting Standards and in the manner required by the Medical Aid Fund
Act 23 of 1995 and for such internal control as the trustees determine is necessary to enable the preparation of
financial statements that are free from material misstatements, whether due to fraud or error.

Auditor's Responsibility

Our responsibility is to express an opinion on these financial statements based on our andit. We conducted our
audit in accordance with International Standards on Auditing. Those standards require that we comply with
ethical requirements and plan and perform the audit to obtain reasonable assurance whether the financial
statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial staterments. The procedures selected depend on the auditor's judgement, including the assessment of
the risks of material misstatement of the financial statements, whether due to fraud or error. In making those
risk assessments, the auditor considers internal control relevant to the entity’s preparation and fair presentation
of the financial statements in order to design audit procedures that are appropriate in the circumstances, but not
for the purpose of expressing an opinion on the effectiveness of the entity’s internal control. An audit also
includes evaluating the appropriateness of accounting policies used and the reasonableness of accounting
estimates made by management, as well as evaluating the overall presentation of the financial statements,

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinion.
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Independent Auditor's Report (continued)
Opinion

In our opinion, the financial statements present fairly, in all material respects, the financial position of Namdeb
Medical Aid Scheme as at 31 December 2015, and its financial performance and its cash flows for the year then
ended in accordance with the International Financial Reporting Standards and in the manner requirved by the
Medical Aid Fund Act 23 of 1995.
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PricewaterhouseCoopers
Registered Accountants and Auditors
Chartered Accountants (Namibia)

Per: Samuel N Ndahangwapo
Partner
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Report of the Board of Trustees

The Board of Trustees submit their report for the year ended 31 December 2015.
1.1 Terms of registration

The Namdeb Medical Aid Scheme is a not for profit closed Medical Aid Scheme registered in terms of the
Medical Aid Funds Act 23 of Namibia.

Main business and operations

The Scheme is a closed Scheme, which offers cover against the cost of medical services to the employees of
Namibia Diamond Corporation (Pty) Ltd, De Beers Marine (Pty} Ltd, Namibia Diamond Trading Company (Pty) Ltd
and affiliated companies, operating principally in Namibia.

The operating results and state of affairs of the Scheme are fully set out in the attached annual financial statements
and do not in our opinion require any further comment.

The net surplus of the Scheme was N$ 12,280,364 (2014: surplus of N$ 1,295,587)
Membership

As at 31 December 2015, the membership of the Scheme was 2,067 (2014: 3,007) and the total beneficiaries of
the scheme was 5,088 (2014: 7,337)

1.2. Benefit options

The Scheme offers one product option to employees of Namdeb Diamond Corporation (Pty) Ltd, De Beers
Marine Namibia (Pty) Ltd, Namibia Diamond Trading Company (Pty) and affiliated companies.

1.3. Risk transfer arrangements

Risk transfer arrangements are entered into with Prosperity Lifecare Insurance Limited. Refer to note 15 for
mare information.

2. Management

Board of Trustees in office during the year under review and at the date of this report:

Trustee Nationality Date Date
appointed/elected resigned/terminated

Mr D Somseb (Chairperson) Namibian 01 June 2012

Mir C Gariseb Namibian 01 October 2006

iir E Kahuva Namibian 01 November 2008

Mr G Cornelius Namibian 01 June 2012 30 September 2015

Mr J Jansen Namibian 01 November 2008 30 September 2015

Ms L Kapere Namibian 01 November 2011

Ms L Profijt Namibian 01 May 2009

Mr P Nakathingo Namibian 01 June 2012 30 September 2015

Mr S Eagleton Namibian 01 January 2012

Mr S Mbidhi Namibian 01 June 2012 30 September 2015

Mr S Nsundano Namibian 01 June 2012 30 September 2015

Mr W Mertens Namibian 01 November 2010

Mr © Simbwae Namibian 30 November 2015

Mis V Amadhila Namibian 30 November 2015

Mr H Coetzee Narmibian 30 November 2015
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The Principal Officer during the year under review was A Wahl.
3. Investment managers during the year
The Scheme utilised the following investments managers during the current period:

Capricorn Asset Management

Business Address Postal Address
262 Independence Avenue P.O Box 15
Windhoek Windhoek
Namibia Namibia

Namibia Asset Management

Business Address Postal Address
24 Orban Street P.O Box 23329
Klein Windhoek Windhoek
Windhoek Namibia
Namibia

3.1. Operational statistics for the fund

2015 2014
N$ N$
Non-Healthcare Costs 5,036,160 3,964,832
Health Management Costs 1,683,187 1,631,753
Non-Healthcare Costs as a % of contributions 4% 4%
Return on Invesiment as a percentage of Investments at year-end 6% 8%

3.2. Results of operations

The results of the Medical Scheme are set out in the annual financial statements, and the Board of Trustees
believe that no further clarification is required.

3.3. Reserve ratio

2015 2014
N$ N$
Total members' funds per statement of financial position 43,801,201 31,520,838
Gross contributions 114,567,731 105,582,169

Reserve level 38 % 29 %




Namdeb Medical Aid Scheme

Annual Financial Statements for the year ended 31 December 2015

Report of the Board of Trustees

3.4. Solvency ratio

2015 2014
N$ N$
Total Assets 61,492,458 46,840,931
Total Liabilities 7,601,257 15,320,101
Solvency ratio 8.7 times 3.1 times

3.5. Reserve accounts

Movements in the reserves are set out in the Statement of Changes in Fund and Reserves. There have been no
unusual movements that the Board of Trustees believe should be brought fo the attention of the members of the

Scheme.
3.6. Outstanding claims

The basis of calculation of the outstanding claims provision is discussed in note 7 and this is consistent with prior
year. Movements on the outstanding claims provision are set out in note 7 to the annual financial statements.
There have been no unusual movements that the Board of Trustees believe should be brought to the attention of

the members of the Scheme.

4. Actuarial services

The Scheme made use of NMG Consultants and Actuaries (Pty) Ltd for the financial year.
§. Guarantees received by the fund from a third party

In terms of section 4 of the Medical Aid Funds Act, Bank Windhoek Limited has provided a guarantee of
N$ 750 000 (2014: N$ 750 000) fo the Scheme in favour of NAMFISA.

6. Events after statement of financial position date
No other matters were noted apart from those disclosed in Note 14.

7. Investments in and loans to participafing employers of members of the medical fund and other
related parties

The Scheme does not hold investments in or provide loans to participating employers of Scheme members or
the administrator or it's subsidiaries.

8. Related party transactions

Refer to related party disclosure in note 15 to the annual financial statements,
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9. Finance investment committee

A Finance Committee was established in accordance with the guidelines on good corporate governance. The
Commitiee is mandated by the Board of Trustees by means of written terms of reference in terms of the rules of
the Scheme as to its membership, authority and duties. The members, including the chairpersen, are not
officers of the Scheme or of its third party administrator. The Committee met on a quarterly basis and these
meetings were duly minuted and attendance registers is kept. The Principal Officer and Administrator participate
in all discussions at the meetings held by the Scheme, but the ulimate power and decision making vest solely in
the Finance Committee.

The primary responsibiiity of the Committee is to assist the Trustees in carrying out its duties relating to the
Scheme's accounting policies, investments, intermal control systems and financial reporting practices. The
external auditors formally report to the committee on critical findings arising from audit activities.

The Committee currently comprises;
*  MrW Mertens (Chairperson)
Mr D Somseb
Mr C Gariseb
Mr S Eagleton
Mr E Kahuva

10. Board of trustees meeting attendance
The following schedule sets out Trustees meeting attendance.
Board meetings

Trustee Total meetings for Number of meetings
the year attended

Mr D Somseb {(Chairperson)
Mr C Gariseb

Mr E Kahuva

Mt G Cornelius

Mr J Jansen

Ms L Kapere

Ms L Proefijt

Mr P Nakathingo

Mr S Eagleton

Mr S Mbidhi

Mr 8 Nsundano

Mr W Mertens

Mr O Simbwae

Ms V Amadhila
"Mr H Coetzee -

'O RO RORODO 0 X
~NOoOOOoMO~NMOG~Noow

11. Record keeping and Attendance of meetings

Al meeting are duly minuted and attendance registers kept. The Administrator and Principal Officer participate in
all the meetings and discussions at the meetings held by the Scheme, but the ultimate power and decision

making vest solely in the board of trustees.

12. Aids Management Programme

The Namdeb Medical Scheme, as part of its social responsibility initiative, implemented an Aids Management
Programme and appoinfed consultants to implement and manage the programme.
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2015 2014
Note(s) N$ N$

Assets
Current Assets
Financial assets measured at fair value 5 33,701,231 32,114,336
Cash and cash equivalents 6 17,791,227 14,726,598

51,492,458 46,840,934
Total Assets 51,492,458 46,840,934
Funds and Liabilities
Members' funds
Accumulated surplus 43,801,201 31,520,837
Liabilities
Current Liabilities
Payables 8 081,267 5,847,706
Outstanding claims provision 7 6,710,000 9,472,391

7,691,257 15,320,097

Total Equity and Liabilities : 51,492,458 46,840,934
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2015 2014
Note(s) N$ N$

Net contribution income 10 114,557,731 105,582,159
Relevant healthcare expenditure

Net claims incurred 11 (97,486,412) (101,469,822)
Gross healthcare result 17,071,319 4,112,337
Health management cost 18 (1,683,187) (1,631,753)
Non-health costs 17 {6,036,160) (3,964,832)
Net healthcare result 10,351,972 {1,484,248)
Other income 1,928,392 2,779,835
MVA refunds 14,730 60,000
Investment income 9 1,296,115 1,059,993
Fair value adjustments 9 617,547 1,659,842
Total comprehensive income for the year 12,280,364 1,295,587
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Statement of Changes in Funds and Reserves
Accumulated Total equity

surplus
N$ N$
Balance at 01 January 2014 30,225,250 30,225,250
Surplus for the year 1,295,587 1,285,587
Total comprehensive income for the year 1,295,587 1,295,587
Balance at 01 January 2015 31,520,837 31,520,837
Surplus for the year 12,280,364 12,280,364
Total comprehensive income for the year 12,280,364 12,280,364

Balance at 31 December 2015 43,801,201 43,801,201
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Statement of Cash Flows

2015 2014
Note(s) N$ N$

Cash flows from operating activities

Cash used in generated from operations 13 2,737,862 3,955,040
Interest received 9 1,296,115 1,059,893
Net cash from operating activities 4,033,977 5,015,033
Cash flows from investing activities

Movement in financial assets at fair value 5 (969,348) 4,592,362
Net increase in cash and cash equivalents for the year 3,064,629 9,607,395
Cash and cash equivalents at beginning of the year 6 14,726,598 5,119,203
Cash and cash equivalents at end of the year 6 17,791,227 14,726,598
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Accounting Policies

1. Summary of significant accounting policies

The significant accounting policies applied in the preparation of these financial statements are set out below.
These policies comply with International Financial Reporting Standards and have been consistently applied for
all years presented.

1.1. Basis of presentation

The financial statements have been prepared in accordance with the International Financial Reporting Standards
and the Medical Aid Fund Act 23 of 1995. The financial statements have been prepared under the historical cost
convention, except for the fair valuation of the financial assets.

1.2 Significant jJudgements and sources of estimation uncertainty

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.

Key sources of estimation uncertainty

The Scheme makes estimates and assumptions concerning the future. The resulting accounting estimates will,
by definition, seldom equal the related actual results. The estimates and assumptions that have a significant risk
of causing a material adjustment to the carrying amounts of assets and liabilities within the next financial year
are disclosed.

1.3 Financial instruments
Financial assets
Classification

The Scheme classifies its financial assets as subsequently measured at either amortised cost or fair value on
the basis of both: the entity's business model for managing financial assets; and the contractuai cash flow
characteristics of the financial asset. Financial assets are measured at amortised cost if both of the following
conditions are met; the asset is held within a business model whose chjective is to hold assets in order to collect
contractual cash flows; and the contractual term of the financial asset give rise on specified dates to cash flows
that are solely payments of principal and interest on the principal amount outstanding. If a measurement or
recognition inconsistency is eliminated or significantly reduced by designating a financial asset as measured at
fair value, the Scheme has the discretion to elect this option af the financial asset's initial recognition.
Classification is not based oh an instrument-by-instrument approach, but is determined at a higher level of
aggregation.

This classification is determined at initial recognition of a financial asset. At this point, the Scheme may make an
jrrecovable election to present in other comprehensive income subsequent changes in fair value of an
investment in an equity instrument that is not held for trading.

Trade and other receivables are classified as financial asset at amortised cost. Refer to note 1.6.
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1.3 Financial instruments (continued)
Recognition and measurement

Initial measurement

Regular purchases and sales of financial assets are recognised on the trade-date ~ the date on which the
Scheme commits to purchase or sell the asset. Investments are initially recognised at fair value plus, in the case
of a financial asset not at fair value, transaction costs that are directly attributable to the acquisition of the
financial asset. Financial assets carried at fair value are initially recognised at fair value and transaction costs
are expensed in the statement of surplus/deficit.

Derecognition

Financial assets are derecognised when the rights to receive cash flows from the investments have expired or
have been transferred and the Scheme has transferred substantially all risks and rewards of ownership.

Subsequent measurement

Financial assets at fair value are subsequently carried at fair value. Financial assets at amortised cost are
carried at amortised cost using the effective interest method.

Realised and unrealised gains or losses arising from changes in the fair value of a financial asset that is
measured at fair value and is not part of a hedging relationship shall be recognised in the statement of
surplus/deficit within 'realised gains/(losses) on financial assets' or 'unrealised gainsi(losses) on financial assets'
in the period in which they arise, unless the financial asset is an investment in an equity instrument and the entity
has elected to present gains and losses on that investment in the statement of surplus/deficit.

Gains or losses on a financial asset that is measured at amortised cost and is not part of a hedging relationship
shall be recognised in the statement of surplus/deficit when the financial asset is derecognised, impaired or
reclassified, and through the amortisation process.

Dividend income from financial assets at fair value and financial assets at amortised cost is recognised in the
statement of surplus/deficit as part of investment income when the Scheme's right to receive payments is
established. Interest on financial assets at fair value and financial assets at amortised cost calculated using the
effective interest method is recognised in the statement of surplus/deficit as part of investment income.

Financial liabilities

Classification

The Scheme classifies its financial liabilities as at fair value or as financial liabilites at amortised cost. The
Scheme has the option to classify the financial liability as at fair value if it is held for trading or if the prerequisites
in IAS 39.9 (b) are met and it is designated upon initial recognition as at fair value.

Trade and other payables are classified as financial liabilities at amortised cost. Refer to note 1.8.
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1.3 Financial instruments {continued)
Initial measurement

Financial liabilities are initially recognised at fair value plus, in the case of a financial liabilities not at fair value,
transaction costs that are directly attributable to the acquisition of the liability. Financial liability carried at fair
value are initially recognised at fair value and transaction costs are expensed in the statement of surplus/deficit.

Derecognition

Financial liabilities are derecognised when they are extinguished - the obligation specified in the contract is
discharged or cancelled or expires.

Subsequent measurement

Financial liabilities at amortised cost are carried at amortised cost using the effective interest method. Financial
liabilities at fair value are subsequently carried at fair value, unless the exceptions in IAS 39 par 47 apply.

Gains or losses on a financial liability that is measured at amortised cost and is not part of a hedging relationship
shall be recognised in the statement of surplus/deficit when the financial liabiiity is derecognised, impaired or
reclassified, and through the amoartisation process.

Realised and unrealised gains or losses arising from changes in the fair value of an financial liability that is
measured at fair value and is not part of a hedging relationship shall be recognised in the statement of
surplus/deficit income within ‘realised gains/(losses) on financial liabilities or ‘'unrealised gains/(losses) on
financial liabilities' in the period in which they arise.

* the Scheme has an obligation at the reporting pericd date as a result of a past event;

* itis probabie that the Scheme will be required to transfer economic benefits in settlement; and
» the amount of the obligation can be estimated reliably.

1.4 Impairment of financial assets

The Scheme assesses at the end of each reporting period whether there is objective evidence that a financial
asset or a group of financial assets is impaired. A financial asset or group of financial assets is impaired and
impairment losses are incurred only if there is objective evidence of impairment as a resuit of one or more
events that occurred after the initial recognition of the asset (a 'loss event') and that loss event (or events) has
an impact on the estimated future cash flows of the financial asset or group of financial assets that can be
reliably estimated.

The criteria that the Scheme uses to determine that there is objective evidence of an impairment loss include:
»  significant financial difficulty of the issuer or obligor;
»  abreach of contract, such as a default or delinquency in interest or principal payments;

= the Scheme, for economic or legal reasons relating to the borrower/debtor's financial difficulty, granting to
the borrower/debtor a concessicn that the lender would not otherwise consider;

* it becomes probable that the borrower/debtor will enter bankruptcy or other financial reorganisation;
» the disappearance of an active market for that financial asset because of financial difficulties; or

*  observable data indicating that there is an measurable decrease in the estimated future cash flows from a
portfolio of financial assets since the initial recognition of those assets, although the decrease cannot yet be
identified with the individual financial assets in the portfolio, including: adverse changes in the payment
status of borrowers in the portfolio; and national or local economic conditions that correlate with defaults on
the assets in the portfolio.
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Assets carried at amortised cost

The amount of the loss is measured as the difference between the asset's carrying amount and the present
value of estimated future cash flows (excluding future credit losses that have not been incurred) discounted at
the financial asset's original effective interest rate. The carrying amount of the financial asset is reduced and the
amount of the loss is recognised in the statement of surplus/defict. If the financial asset has a variable interest
rate, the discount rate for measuring any impairment loss is the current effective interest rate determined under
the contract. As a practical expedient, the Scheme may measure impairment on the basis of an instrument's fair
value using an observable market price.

Receivables with a short duration are not discounted.
Reversals of impairment

If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be related
objectively to an event occurring after the impairment was recognised (such as an improvement in the debtor's
credit rating), the reversal of the previously recognised impairment loss is recognised in the statement of
comprehensive income, unless the investment is an equity instrument and the entity has elected to present gains
and losses on that investment in other comprehensive income, in which case impairment losses recognised in
the statement of comprehensive income on equity instruments are not reversed through the statement of
comprehensive income.

1.5 Offsetting financial instruments

Financial assets and liabilities are offset and the net amount reported in the statement of financial position when
there is a legally enforceable right to offset the recognised amounts and there is an intention to settle on a net
basis, or realise the asset and seftle the liability simultaneously.

1.6 Trade receivables

Contribution trade receivables are amounts due from counterparties trading in the normal course of business,
such as Scheme members for contributions or from insurers for claim recoveries, If collection is expected in one
year or less, they are classified as current assets. If not, they are presented as non-current assets.

Trade receivables are recognised initially at fair value and are subsequently measured at amortised cost using
the effective interest method, less provision for impairment.

1.7 Cash and cash equivalents

Cash and cash equivalents comprise cash on hand, deposits held at call with banks, other short-term liquid
investments with original maturities of three months or less.

1.8 Trade payables

Trade payables are obligations to pay for claims and/or goods and services that have been acquired in the
ordinary course of business. Accounts payable are classified as current liabilities if payment is due within one
year or less. If not, they are presented as non-current liabilities.

Trade payables are recognised initially at fair value and subsequently measured at amortised cost using the
effective interest method.
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1.9 Healthcare insurance contracts

Contracts under which the Scheme accepts significant insurance risk from another party (the member) by
agreeing fo 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.

The accounting policies for the income, expenses, assets and liabilities relating to such insurance contracts are
disclosed in more detail in specific accounting policy notes.

1.10 Risk transfer arrangements

Risk transfer premiums are recognised as an expense over the indemnity period on a straight-line basis. A
portion of risk transfer premiums is freated as prepayments.

Risk transfer premiums and benefits reimbursed are presented in the statement of comprehensive income and
statement of financial pasition on a gross basis.

Only contracts that give rise to a significant transfer of insurance risk are accounted for as insurance. Amounts
recoverable under such contracts are recognised in the same year as the related claim.

Claim recoveries relating to risk transfer arrangements are calculated on the basis of the underlying contracts,
utilising detail expense reports provided by the insurer.

Assets relating to risk transfer arrangements include balances due under risk transfer arrangements for
outstanding claims provisions and claims reported not yet paid. Amounts recoverable under risk transfer
arrangements are estimated in a manner consistent with the outstanding claims provisions, claims reported not
yet paid, and settled claims associated with the risk transfer arrangement.

Amounts recoverable under risk transfer arrangements are assessed for impairment at each statement of
financial position date. Such assets are deemed impaired if there is objective evidence, as a result of an event
that occurred after its initial recognition, that the Scheme may not recover all amounts due and that the event
has a reliably measurable impact on the amounts that the scheme will receive under the risk transfer

arrangement.
1.11 Provisions

Provisions are recognised when: the Scheme has a present legal or constructive obligation as a result of past
events; it is probable that an outflow of resources will be required to settie the obligation; and the amount has
been reliably estimated.

Where there are a number of similar obligations, the likelihood that an outfiow will be required in settlement is
determined by considering the class of obligations as a whole. A provision is recognised even if the likelihood of
an outflow with respect to any one item included in the same class of obligations may be small.

Provisions are measured at the present value of the expenditures expected to be required to settle the obligation
using a pre-tax rate that reflects current market assessments of the time value of money and the risks specific to
the obligation. The increase in the provision due to passage of time is recognised as interest expense.
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Outstanding claims provision

Claims outstanding comprise provisions for the Scheme's estimate of the ultimate cost of settling all claims
incurred but not yet reported or reported but not yet processed at the statement of financial position date. Claims
outstanding are determined as accurately as possible based on the actual claims relating to the financial year
received in the four months after year-end plus an estimate for expected claims relating to the financial year that
will be paid after the four month period. This estimate is based on the ratio of claims after four months to the
claims within four months and is determined from historical experience. Claim handling expenses are not
separately accounted for as the service Is provided by the administrator and a fixed fee paid for the full
administration service including claims handling.

Estimated co-payments and payments from savings plan accounts 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, as claims must be settied within four months of the medical event.

1.12 Contribution income

Contributions on member insurance confracts are accounted for monthly when their collection in terms of the
insurance contract is reasonably certain. Net contributions represent gross contributions after deduction of
savings plan contributions. The earned portion of net contributions received is recognised as revenue. Net
contributions are earned from the date of attachment of risk, over the indemnity period on a straight-line basis.

1.13 Relevant healthcare expenditure

Relevant healthcare expenditure consists of net claims incurred and net income or expense from risk transfer
arrangements.

1.14 Claims

Gross 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 discounts received, recoveries from members for co-
payments and after taking into account recoveries from third parties.

Net claims incurred comprise:

s claims submitted and accrued for services rendered during the year, net of discounts received, recoveries
from members for co-payments;

* movement in the provision for outstanding claims;

*  claims seftled in terms of risk transfer arrangements; and

= charges for managed care: healthcare services (Ex-gratia).
1.15 Managed care: management services costs

The expenses represent the cost of managing healthcare expenditure and the amounts paid or payable to third
party administrators, related parties and other third parties for managing the utilisation, costs and quality of
healthcare services to the Scheme.
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1.16 Investment income
Investment income mainly comprises dividends, interest.
Interest income

Interest income is recognised using the effective interest method. When a loan or receivable is impaired, the
Scheme reduces the carrying amount to its recoverable amount, being the estimated future cash flow
discounted at the original effective interest rate of the instrument, and continues to unwinding the discount as
interest income. Interest income on impaired loan and recsivable are recognised using the original effective

interast rate.

Dividend income

Dividend income is recognised when the right to receive payment is established.
Other investment income

Income from collective investment schemes and insurance policies is recognised when entitlement to revenue is
established and it can be measured reliably.
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2015 2014
N$ N$

2. Financial Risk Management
2.1. Overview

The Scheme's activities exposes it to a variety of financial risks: market risk {including currency risk, fair value
interest rate risk, cash flow interest rate risk and price risk), credit risk and liquidity risk. The key financial risk is
that the proceeds from its financial assets are not sufficient to fund the obligations arising from its insurance
contracts. The Scheme's overall risk management programme focuses on the unpredictability of financial
markets and seeks to minimise potential adverse effects on the Scheme’s financial performance and statutory
solvency requirement.

The Trustees has overall responsibility for the establishment and oversight of the Scheme's risk management
framework.

The Scheme manages these risks through various risk management processes. These processes have been
developed to ensure that the long-term investment return on assets supporting the insurance liabilities is
sufficient to Scheme members’ reasonable benefit expectations.

The finance committee has been established by the Trustees to assist in the implementation and monitoring of
these risk management processes.

2.2. Credit risk

Credit risk is the risk of financial loss to the Scheme, if a counterparty to a financial instrument fails to meet its
confractual obligations.

The carrying amount of financial assets represents the maximum credit exposure.
2.2.1. Credit risk management

The Scheme’s principal financial assets are cash and cash equivalents, frade and other receivables, financial
assets at fair value. The Scheme’s credit risk is primarily attributable to its contribution and trade and other
receivables and other assets measured at fair value.

Contributions and other receivables

Contribution and other receivables comprises outstanding contributions (insurance receivables) and other
receivables,

The main components of insurance recelvables are:

*  receivables for confributions due from members;

* receivables for amounts recoverable from insurance contracts.

The Scheme manages credit risk by:

«  actively pursuing all contributions not received after 1 month of becoming due;

= performing credit checks on insurers;

* suspending benefits on member accounts when contributions have not been received for 30 days;
* terminating benefits on member accounts when contributions have not been received for 90 days;

*  ageing and pursuing unpaid accounts on a monthly basis.
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2015
N$

2014
N$

The Scheme establishes an allowance for impairment that represents its estimate of incurred losses in respect
of frade and other receivables. The Scheme's management does not expect any losses in excess of this

provision from non-performance by these counterparties.
tnvestment and cash and cash equivalents
Counterparties and cash transactions are limited to high credit quality financial institutions.

2.2.2, Exposure to credit risk

The carrying amount of financial assets represents the maximum credit exposure. The maximum exposure to

credit risk at the reporting date was:

2015 2014
N$ N$
Financial assets measured at fair value 33,701,231 32,114,336
Cash and cash equivalents 17,791,227 14,726,598
51,492,458 46,840,934

Cash and cash equivalents

The credit quality of financial assets that are neither past due nor impaired can be assessed by reference to
external credit ratings (if available) or to historical information about counterparty default rates. The credit rating

below were obtained from Fitch and Global Credit Rating Company.

Credit 2015 2014
rating
N$ N$
Bank Windhoek Limited (A1+) 17,387,684 12,957,762
Standard Bank Namibia Limited (F1+) 403,543 1,768,846
17,791,227 14,726,598

Financial assefs at fair value

Financial assets measured at fair value are neither past due nor impaired.

The Scheme limits its exposure to credit risk by investing in high-quality credit worthy counterparties. Given

these high credit ratings, the trustees do not expect any counterparty to fail to meet its obligations.

The credit qualiity of financial assets that are neither past due nor impaired can be assessed by reference to

external credit ratings (if available) or to historical information about counterparty default rates.
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2015 2014
N$ N$
2015 2014
N$ N$
Namibia Coronation Capital Plus Fund Class C (F2) 32,786,986 31,260,508
Bank Windhoek Investment Fund (A1+) 914,245 863,828

33,701,231 32,114,336

The Scheme invests only with reputable asset managers of good credit standing and historically with no
instances of default when redeeming units.

2.3. Liquidity risk
Liquidity risk is the risk that the Scheme will not be able to meet its financial obligations as they fall due.

The short-term financial liabilities of the Scheme consist of claims made by members which have not been
processed by the Scheme, savings refundable to members and claims incurred but not yet reported (outstanding
claims provision).

The Scheme's approach to managing liquidity is to ensure, as far as possible, that it will always have sufficient
liquidity to meet its liabiliies when due, under both normal and stressed conditions, without incurring
unacceptable losses or risking damage fo the Scheme's reputation. Prudent liquidity management implies
maintaining sufficient cash and marketable securities, reflected in the table below. The availability of Funding
through liquid holding cash positions with various financial institutions ensures that the Scheme has the ability to
Scheme its day-today operations.

2015
Lessthan1 Beftweent Between2 Over 5 years Total
year and 2 years and 5 years

Assets N$ N$ N$ N$ N$
Financial assets measured at fair 33,701,231 - - - 33,701,231
value
Cash and cash equivalents 17,791,227 - - - 17,791,227

51,492,458 - - - 51,492,458
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2015 2014
N$ N$
Lessthan1 Between1 Between2 OverSyears  Total
year and 2 years and §years
Liabilities N$ N¢ N$ N$ N$
Trade and other payables 981,256 - - - 981,256
Outstanding claim provision 6,710,000 - - - 8,710,000
7,691,256 - - - 7,691,256
Net Position 69,183,714 - - - 59,183,714
Lessthan1 Befween1 Between2 Over5years Total
year and 2 years and 5 years
2014 N$ N$ N$ N$ N$
Assefs
Financial assets measured at fair 32,114,336 - - - 32,114,336
value
Cash and cash equivalents 14,726,598 - - - 14,726,598
46,840,934 - - - 46,840,934
Liabilities N$ N$ N$ N$ N$
Trade and other payables (5,847,706) - - - (5,847,706)
Qutstanding claim provision (9,472,391) - - - (9,472,391)
{15,320,097) - - ~ (15,320,097)
Net Position 31,520,837 - - - 31,520,837

2.4. Market risk

Market risk is the risk that changes in market prices, such as foreign exchange rates, interest rates and equity
prices will affect the Scheme's income or the value of its holdings in financial instruments. The objective of
market risk management is to manage and control market risk exposures within acceptable parameters, while
optimising the return on risk.

Currency risk

The Scheme operates in Namibia and therefore its cash flows are denominated in Namibian dollar (N$). The
exposure to foreign currency movements is not significant as no investments denominated in foreign currency.

Price risk

The Scheme is exposed to securities price risk because of financial assets held by the Scheme and classified as
financial assets at fair value. The Scheme is exposed to commodity risk. To manage its price risk ariging from
investments in equity securities, the Scheme diversifies its portfolio. Diversification of the portfolio is done by the
asset managers in accordance with the mandate set by the Scheme.

The effect on surplus of changes in the market on the equity portfolio at the reporting date is shown in the
sensitivity analysis below with all other variables held constant. Accumulated funds would not be affected as all
financial assets are classified as financial assets at fair value.
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2015 2014
N$ N§
2015 2014

100bps 100bps 100bps 100bps
Increase in Decrease in Increase in Decrease in

market market market market
N$ N$ N$ N$
Financial assets at fair value 337,012 (337,012) 321,143 (321,143)

The Scheme's sensitivity to equity prices has increased from the prior year.
Interest rate risk (cash flow and fair value)

The Scheme's investment policy is to hold a large portion of its investments in interest bearing instruments. The
Scheme's income and operating cash flows are therefore substantially influenced by the change in market
interest rates. Investments in interest bearing instruments issued at variable rates expose the Scheme to cash
flow interest rate risk (i.e. loss of income if the rates decrease and increase in income if they increase).
Investments in interest bearing instruments issued at fixed rates expose the scheme to fair value interest rate
risk {i.e. movement in interest rates would have a direct effect on the fair value of the instruments).

The Scheme is exposed to both interest rate risks as it places funds at both fixed and floating interest rates. The
risk is managed by maintaining an appropriate mix between fixed and floating rate investments within the
Scheme's investment portfolio.

The Scheme's insurance and other liabilities are settled within one year and therefore the Scheme does not
discount its liabilities and consequently changes in market interest rates would not affect the Scheme's surplus
or deficit. The same applies to trade and other receivables.

The table summarises the Scheme's exposure to interest rate risks. Included in the table are the Scheme's
investments at carrying amounts, categotised by the earlier of contractual repricing or maturity dates.

2015
Less than 12 More than 12 Total
months months
N$ N$ N$
Cash and cash equivalents 17,791,227 - 17,791,227
Financial assets measured at fair value 33,701,231 - 33,701,231

51,492,458 - 51,492,458
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2015 2014
N$ N$
2014
Less than 12 More than 12 Total
months months
N$ N$ N$
Cash and cash equivalents 14,726,598 - 14,726,598
Financial assets measured at fair value 32,114,333 - 32,114,333
46,840,931 - 46,840,931

The following table below summarises the effective interest rate for monetary financial instruments:

2015 2014

Cash and cash equivalents 6.04 % 513%

Cash flow sensitivity analysis for floating interest rate bearing instruments (cash and cash equivalents) and fair
value sensitivity analysis for fixed interest rate bearing instruments:

A change of 100 basis points in interest rates at the reporting date would have increased or decreased surplus
by the amounts shown below. No impact on accumulated funds as all interest income is reported in the
statement of comprehensive income. This analysis assumes that all other variables remain constant. The
analysis is performed on the same basis for 2014.

2015 2014
100bp 100bp 100bp 100bp
increase in decrease in increase in decrease in
market market market market
N$ N$ N$ N$
Cash and cash equivalents 177,912 (177,912) 147,226 (147,2686)

2.5. Legal risk

Legal risk is the risk that the Scheme will be exposed to contractual obligations which have not been provided
for. At 31 December 2015 the Scheme did not consider there to be any significant concentration of iegal risk that
had not been provided for.

2.6. Capital risk management

The Scheme's objectives when managing capital are to safeguard the Scheme's ability to continue as a going
concern in order to provide benefits for its stakeholders.

Consistent with others in the industry, the Scheme monitors capital on the basis of the reserve ratio. This ratio is
caiculated as accumulated funds divided by gross contributions. At year-end the Scheme had a solvency ratio of
6.7 times (2014: 3.1 times) and current reserve level 38% (2014: 29%).
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2015 2014
N$ N§

2.7, Fair value estimation
Valuation technigues and assumptions applied for the purposes of measuring fair value.

The fair values of financial assets and financial liabilities with standard terms and conditions and traded on active
liquid markets are determined with reference to quoted market prices. The fair values of other financial assets
and financial liabilites are determined in accordance with generally accepted pricing models based on
discounted cash flow analysis using prices from observable current market transactions and dealer quotes for
similar instruments. These valuation techniques make maximum use of market inputs and are relying as little as
possibie on entity-specific inputs.

The carrying amount less impairment provision of trade receivables and the carrying amount of trade payables is
assumed to approximate their fair values due to their short-term nature. The same applies to the outstanding
claims provision, as claims should be settied within 4 months after year-end according to the terms of the
Scheme. Cash and cash equivalents have by definition a maturity of less than 3 months and therefore their fair
value is also approximated by the carrying amount.

The members savings accounts contain a demand feature. In terms of regulations, any credit balance on a
member's savings account must be taken as a cash benefit when the member terminates his or her
membership of the Scheme or benefit option, and enrolls in another henefit option or medical scheme withaut a
savings account or does not enrol in another medical scheme. Interest on these amounts is accrued monthly.
Therefore the carrying values of the members savings accounts are deemed to be equal to their fair values,
which is the amount payable on demand.

Fair value measurements recognised in the statement of financial position (fair value hierarchy).

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 instruments which are measured using unadjusted quoted
prices for identical assets. Fair value measurements ciassified as level 1 include exchange-traded prices of fixed
maturities and equity securities. Listed debt securities such as Government securities and corporate bonds may
be classified as level 1 or 2 depending on trade frequency and data availability.

Level 2 fair value measurement represents those instruments for which inputs other than quoted prices within
level 1 that are observable for the asset or liability, either directly (that is, as prices) or indirectly (that is, derived
from prices). They primarily include government and agency scurrilities and certain corparate debt securities,
such as private fixed maturities. As market quotes are generally not readily available or accessible for these
securities, their fair value measures are determined utilising relevant information generated by market
transactions involving comparable securities. They are often based on model pricing techniques that 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. These valuation methodologies have heen studies and evaluated by the asset manager and the
resulting prices determined to be representative of exit values. Observable inputs generally used to measure the
fair value of securities classified as level 2 include benchmark yields, reported secondary trades, broker-dealer
quotes, issuer spreads, benchmark securities, bids, offers and reference data. Additional observable inputs are
used when available, and as may be appropriate, for certain security types, such as pre-payment, default and
collateral information for purpose of measuring the fair value of mortgage- and asset-backed securities.

Level 3 fair value measurement represents those instruments for which inputs for the asset or liability are not
hased on observable market data (that is, unobservable inputs). Private equity securities are usually priced
based on unobservable market data and are not easily tradable and therefore likely to be classified as level 3.

As at 31 December 2015, the Scheme recegnised financial instruments based on the following fair value
hierarchy.
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2015 2014
N$ N$
Level 1 Level 2 Level 3 Total
. N$ N$ N$ N$
Financial assets at fair value 33,701,231 - - 33,701,231
33,701,231 - - 33,701,231

Cash and cash equivalents, unlisted equity and debt securities are classified as level 2, as none of them is
traded in an active market, but their fair value is determined based on observable inputs.

2.8. Investment risk

Investment risk is the risk that the investment returns on accumulated assets will not be sufficient to cover future
liabilities. Continuous monitoring takes place to ensure that appropriate assets are held where the Scheme's
liabilities are dependent upon the performance of the investment portfolio and that a suitable match of assets
exists for all liabilities.

The Scheme's investment objectives are to maximise the return on its investments on a long-term basis at
minimal risk, subject to any constraints imposed by legislation or the Trustees. Therefore, the portfolio of
financial assets is managed and its performance evaluated on a fair value basis. The Scheme continues to
diversify its investment portfolio by investing in short-term deposits, money market instruments, debt securities
and equity.

3. Critical accounting estimates and judgements

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 Scheme makes estimates and assumptions conceming the future. The resulting accounting estimates will,
by definition, seldom equal the related actual results. The estimates and assumptions that have a significant risk
of causing a material adjustments to the carrying amounts assets and liabilities within the next financial year are
addressed in note 7.
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N$ N$

4. Basis of preparation

The financial statements have been prepared in accordance with Internationai Financial Reporting Standards on
a basis consistent with the prior year except for the adoption of the following new or revised standards.

Interpretations of International Financial Reporting Standards not yet effective for 31 December 2015 year end:

Number Title Effective date

IFRS 7 Financiat Instruments Disclosure{Amended) 1 January 2016
IFRS 15 Revenue from contracts with customers. 1 January 2017
IFRS 8 Financial Instruments 1 Janhuary 2018
IAS 1 Amendments to IAS 1,'Presentation of financial statements’ 1 January 2016

disclosure initiative

IFRS 16 Leases 1 January 2019
IAS 16 Amendment to JAS 18, 'Property, plant and equipment' and 1 January 2016
IAS

38,'Intangible assets', on depreciation and amortisation

IAS7 Amendment to IAS 7 Cash fiow statements 1 January 2016
The standards and interpretations are expected to have no material impact.

Interpretations of International Financial Reporting Standards effective for the first time for 31 December
2015 year end:

Number Title Effective date

IAS 19 Amendments to IAS 19 'Employee benefits', 01 July 2014
regarding defined benefit plans

IFRS 8 Amendments to IFRS 8§, 'Operating segments' 01 July 2014

IFRS 13 Amendments to IFRS 13, 'Fair value 01 July 2014
measurement’

IAS 24 IAS 24 Related party disclosures 01 July 2014

The standard and interpretations had no material impact.
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2015
N$

2014
N$

5. Financial assets measured at fair value

Total interest and dividends received from the investments in the current year amounts to N$ 1,003,386 ( 2014:

N$ 1,059,993).

Fair value at the beginning of the year
Net additions or (disposals)
Fair value gains on financial assets measured at fair value

Current portion
Non-current portion

Represented by:
Namibia Coronation Capital Plus Fund Class C
Bank Windhoek Investment Fund

32,114,335 35,046,856
969,350 (4,592,363)
617,545 1,659,842

33,701,231 32,114,335

33,701,231 32,114,335

33,701,231 32,114,335

32,786,986 31,260,507
914,245 853,828

33,701,231 32,114,335

The Scheme complies with Regulation 9 which requires that a minimum of 35% of the fotal assets value of the

Fund are invested within Namibia.

Spilit of Investments info equities, securities and money market instruments;

2015 Namibia CMA Offshore - Total
Cuirent bonds 7,180,350 163,935 - 7,344,285
Properties - 3,114,764 - 3,114,764
Equities 2,000,006 6,229,527 9,311,504 17,541,037
Cash and cash equivalents 4,619,174 1,081,971 - 5,701,145
13,799,530 10,590,197 9,311,504 33,701,231

41% 3M% 28% 100%

2014 Namibia CMA Offshore Total
Current bonds 3,126,050 1,625,537 - 4,751,587
Properties - 1,500,404 - 1,500,404
Equities 2,125,825 7,033,614 7,283,698 16,443,137
Cash and cash equivalents 8,575,173 312,605 531,429 9,419,207
13,827,048 10,472,160 7,815,127 32,114,335

43% 33% 24% 100%
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2015 2014
N$ N$
6. Cash and cash equivalents
Cash and cash equivalents consist of:
Current account 17,791,227 14,726,598

The effective interest rate on the account at year-end was 6.04 % (2014: 5.13%). The call account balance is
available oh request. The interest rate on the current account is determined on a sliding scale based on the
balance in the account at any point in time. At year-end the applicable interest rate was 3.5% (2014: 1.68%). The
carrying amounts of cash and cash equivalents approximate their fair values due to the short-term maturities of
these assets as required by Section 4 of the Medical Aid Fund Act of Namibia.

An amount of N§ 750 000 (2014: N$ 750 000) was pledged as guarantee for NAMFISA on Bank Windhoek
Limited on behalf of the Scheme as required by Section 9 of the Medical Aid Fund Act of Namibia.

The Scheme complies with Regulation 9 which requires that a minimum of 35% of the total assets value of the
Scheme are invested within Namibia.

7. Outstanding claims provision
Reconciliation of outstanding claims provision - 2015

Balance at Adjustment Paymentin Balance at
beginning of for current  respectof end of year
year year prior year
Provision 9,472,391 6,252,840 (9,015,231) 6,710,000

Reconcifiation of outstanding claims provision - 2014

Balance at  Adjustment Paymentin Balance at
beginning of for current  respectof end of year

year year prior year
Provision 9,000,000 9,842,489 (10,270,098) 9,472,391
Analysis of outstanding claims provision
Estimated gross claims 6,710,000 9,472,391
6,710,000 9,472,391

The outstanding claims provision was based on the actual claims relating to the financial year received in the
four months after year-end plus an estimate for expected claims relating to the financial year that will be paid
after the four month period. This estimate is based on the ratio of claims after four months to the claims within
four months and is determined from historical experience.

The existing accounting policy relating o the outstanding claims provision considers current estimates of all
contractual flows, therefore in terms of paragraph 15 to 19 of IFRS 4, no further liability adequacy test is

required.
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2015 2014
N$ N$
8. Payables
Trade payables 361,691 95,154
Contribution received in advance 619,568 5,752,552
981,257 5,847,706
9. Investment income
Interest and dividends 1,296,115 1,059,993
Gain on financial assets held at fair value 617,547 1,659,842
1,913,662 2,719,835
10. Net Contributions
Net contributions 114,557,731 105,582,159
11. Net claims incurred
Current claims 100,375,763 101,897,431
Under/(Over) provision in prior years (456,374) 370,008
Adjustment for current year (2,432,977) (797,707)
97,486,412 101,469,822
Gain on financial asset held at fair value 617,547 1,659,842
12. Auditor's remuneration
Fees for 2014 audit 198,386 153,831
Fees for 2015 audit. 61,945 -
260,331 153,81
13. Cash generated from operations
Surplus for year 12,280,364 1,295,587
Adjustments for: _
Fair value adjustments (617,547) (1,659,842)
interest received {1,296,115) (1,059,993)
Movements in provisions (2,762,391) (427,609)
Changes in working capital:
Contributions and other receivables - 33,084
Payables (4,866,449) 5,773,813
2,737,862 3,955,040

14. Contingencies

Namdeb Medical Scheme, as one of and together with other Medical Aid Funds in Namibia who are members of
the Namibian Association of Medical Aid Funds (NAMAF) have been and are subject o an investigation and
complaint that the NAMAF tariff and coding benchmark structure is against the Competition Act, pursuant to an
Investigation by the Namibia Competition Cammission (NACC) following three complaints.
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14. Contingencies (continued)

At the heart of all the competition related complaints is the industry's challenge to the jurisdiction of the
Commission over Medical Aid Funds and NAMAF, and more specifically the question whether or not Medical Aid
Funds fall within the definition in the Competition Act of ‘Undertakings’ over which the Competition Commission
holds sway. This aspect was brought before the High Court by NAMAF and the Funds. The Court on 17 March
2016 delivered its decision that the Funds and NAMAF were “Undertakings’ and that the codes and tariffs
generated by NAMAF and employed by the health sector are unlawful. The Funds and NAMAF lodged an appeal
against that decision to the Supreme Court. All of the competition related complaints are opposed on the merits
thereof.

The Competition Act provides for punitive damages that a Court may award and pending the outcome of the
appeal, it is impossible to quantify the financial implications in the event that the complaints and the NACC
should succeed.

15. Related parties

The Scheme Administrator, Prosperity Heaith Namibia (Pty) Ltd is considered to have an influence on the
Scheme's operational decisions, subject to the rules and regulations of the Scheme and the Board of Trustees
decisions. The Administrator as well as the Principal Officer attend and participate in all discussions at various
meeting held by the Scheme but the ultimate power and decision making vests solely in the Trustees. The
Administrator and Principal Officer do not have voting rights at any meeting.

The Scheme entered into a contract with the Administrator and effects payment accordingly. Similarly, the
Scheme entered into a contract with the Principal Officer and has made payments to the Principal Officer for the
year. No amounts are outstanding as at the end of the financial year. The Board of Trustees do not get seating
aliowance for attending meetings.

Key management personnel are those persons having authority and responsibility for planning, directing and
controlfing the activities of the Scheme. Key management personnel include the Trustees and the Principal
Officer. Defails of the salary of the Principal Officer is disclosed per note 15 fo the financial statements. The
Principal Officer is compensated on a salary basis.

Close family members include close family members of the Board of Trustees, Principal Officer and members of
other sub-committees.

Related party balances and transactions with other related parties
Related party balances

The following table provides the nature of transactions which have been entered into with related parties for the
relevant financial year:
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45. Related parties (continued)

Transactions

Contributions received

Claims Incurred

Contribution debtor

Claims reported not yet paid

Nature of transactions and terms and conditions
thereof.

This constitutes the contribution paid by the related
party as a member of the Scheme, in their individual
capacity. All contributions were on the same terms as
applicable to other members.

This constitutes the claims paid to the related party as a
member of the Scheme, in their individual capacity. All
claims were on the same terms as applicable to other
members.

This constitutes the contributions receivable from the
related party as a member of the Scheme, in their
individual capacity. All contributions debtors were on the
same terms as applicable to other members,

This constitutes the claims payable by the related party
as a member of the Scheme, in their individual capacity.

All claims outstanding were on the same terms as

applicable to other members.

Related party transactions

2015 2014
N$ N$

Prosperity Health Namibia (Pty) Ltd (Administration fee) 2,580,650 2,631,514
Prosperity Lifecare Insurance Limited (Emergency Evacuation Risk 115,331 1,812,131
Transfer)
Principal Officer remuneration 321,720 302,536
Trustee expenses 24,677 19,800
Trustess training and conference cost 7,244 34,390

16. Medical Insurance Risk management arrangements

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. These risks relate 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 also has exposure to market risk through its risk fransfer activities.

The Scheme manages its risk through benefit limits and sub-limits, approval procedures for transactions that
involve pricing guidelines, pre-authorisation and case management, service provider profiling, centralised
management of risk transfer arrangements as well as the monitoring of emerging issues and as advice by the

actuaries of the Scheme.
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16. Medical Insurance Risk management arrangements (continued)

The Scheme uses several methods to assess and monitor risk exposure both for individual types of risk insured
and overall risk. These methods include intemal risk measurement models, sensitivity analysis, scenario
analyses and stress festing. The theory of probability is applied to the pricing and provisioning for a portfolio of
insurance confracts. 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.

Namibia currently does not have prescribed minimum benefits (PMB).

In-hospital benefits cover all costs incurred by members whilst they are in hospital o receive pre-authorized
treatment for certain medical conditions.

Chronic benefits cover the cost of certain medicines utilised by members for chronic conditions/diseases, such
as high blood pressure, cholesterol and asthma.

The Scheme's strategy seeks diversity to ensure a balanced portfolio and is based on a large porifolio of similar
risk over a number of years and, as such it is believed that this reduces the variability of the outcome. All the
contracts are annual in nature and the Scheme has the right to change the right and conditions of the contract at
renewal. Management information including contribution income and claims ratios by option, target market and
demographic split is reviewed monthly.

Risk transfer arrangements

The Scheme transfers a portion of a risk it underwrites through Emergency Evacuation in order fo control its
exposure to losses and protect resources. The Scheme buys a combination of proportional and non-proportional
insurance treaties to reduce the net exposure to the Scheme.

Risk in terms of risk transfer arrangements

The Scheme transfers risk to limit exposure to underwriting losses under the emergency evacuation risk transfer
agreements that cover group risk on a yearly renewable term, excess or catastrophe excess basis. These risk
transfer arrangements spread the risk and minimise the effect of losses. The amount of each risk retained
depends on the Scheme's evacuation of the specific risk, subject in certain circumstances, to maximum limits
based on characteristics of coverage.

17. Non-healthcare costs

Actuarial fees {188,720) (230,223)
AGM expenses (18,624) (9,032)
Adminisfration and management fees {2,580,650) (2,631,514}
Affiliation fees - BHF (58,922) (56,228)
Affiliation fees - Namaf (196,953) (198,430)
Affiliation fees -~ Namfisa {14,800) (19,800)
Auditor's remuneration 12 (260,331) (153,831)
Bank charges (57,1186) (67,574)
Board meeting expenses {9,877) (5,128)
Dissolution process expenses (890,100) -
Prinicipal officer remuneration (321,720) (302,536)
Travelling costs (331,103) (256,146)
Trustee training and conference costs (7,244) (34,390)

{5,036,160) (3,964,832)
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17. Non-healthcare costs (continued)

Due to the nature of the business the non-healthcare and administration expenditure are primarily influenced by

a combination of growth in member numbers and inflation.

18. Health management costs

Alds benefit management (464,640)
Pharmaceutical benefit / Claims processing & management (832,805)
Hospital benefit management (385,742)

(464,640)
(807,815)
(359,298)

Total (1,683,187)

(1,631,753)
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