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Preface 
The South African Institute of Chartered Accountants (SAICA) has 
developed this circular in consultation with the Council for Medical 
Schemes. The circular has been prepared with the aim of providing 
guidance to medical schemes that produce abbreviated financial 
statements, mainly for distribution to their members, and SAICA 
members appointed as the external auditors of those schemes. 
 
The Medical Schemes Act, 1998 (the Act) is silent as to the form and 
content of the financial statements to be distributed to members. 
Schemes should refer to the rules of the scheme to determine whether a 
full set of financial statements, summarised financial statements, or 
simply highlights of the year should be distributed to members.  
 
The model set of rules issued by the Council for Medical Schemes is 
worded to the effect that together with the notice of the annual general 
meeting, schemes should send financial statements to their members. 
Some schemes have amended this rule in the past to say that 
summarised financial statements will be distributed or that full sets of 
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financial statements will be made available to members either 
electronically, at walk-in centres or through the post on request. Other 
schemes simply interpret the model rule to mean that financial 
statements should be made available by these means.  
 
SAICA’s Medical Schemes Project Group supports a practical, cost-
effective solution to distributing financial statements to scheme 
members. Provided that a member is able to receive the full financial 
statements electronically or in hard-copy on request, then the circular 
need not be applied to documents sent to medical scheme members. 
However, if members do not have access to the full set of financial 
statements any summarised financial information should be prepared 
following the guidance in the circular.  
 
Disclosure in the summarised financial statements 
Currently no specific statement of International Financial Reporting 
Standards (IFRS) addresses the minimum contents for the summarised 
annual financial statements of medical schemes. 
 
According to paragraphs 10 to 12 of International Accounting Standard 
(IAS) 8 Accounting Policies, Changes in Accounting Estimates and 
Errors, the following should be taken into account in the absence of a 
specific standard or interpretation dealing with an accounting matter: 

“In the absence of a Standard or an Interpretation that specifically 
applies to a transaction, other event or condition, management shall 
use its judgement in developing and applying an accounting policy that 
results in information that is:  

(a) relevant to the economic decision-making needs of users; and  
(b) reliable, in that the financial statements:  

(i) represent faithfully the financial position, financial 
performance and cash flows of the entity;  

(ii) reflect the economic substance of transactions, other events 
and conditions, and not merely the legal form;  

(iii) are neutral, i.e. free from bias;  
(iv) are prudent; and  
(v) are complete in all material respects.  
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In making the judgement described in paragraph 10, management shall 
refer to, and consider the applicability of, the following sources in 
descending order:  

(a) the requirements and guidance in Standards and Interpretations 
dealing with similar and related issues; and  

(b) the definitions, recognition criteria and measurement concepts for 
assets, liabilities, income and expenses in the Framework.  

 
In making the judgement described in paragraph 10, management may 
also consider the most recent pronouncements of other standard-setting 
bodies that use a similar conceptual framework to develop accounting 
standards, other accounting literature and accepted industry practices, 
to the extent that these do not conflict with the sources in 
paragraph 11.” 
 
According to the guidance in IAS 8, the following should be referred to 
under IFRS: 

• IAS 34 – Interim Financial Reporting, which is closely related to 
compiling summarised financial statements because it provides 
guidance on the compilation of condensed financial statements for 
interim reporting purposes.   

• The Framework for the Preparation and Presentation of Financial 
Statements. 

 
According to IAS 34 an interim financial report should include, as a 
minimum, a condensed balance sheet, condensed income statement, 
condensed statement of changes in equity, condensed cash flow 
statement and selected explanatory notes, including comparatives.  
Similarly we would expect the summarised annual financial statements 
to include a summarised balance sheet, summarised income statement, 
summarised statement of changes in equity, summarised cash flow 
statement and selected explanatory notes, including comparatives. 
 
At a minimum, the summarised financial statements should include the 
same headings and sub-totals in condensed balance sheet, condensed 
income statement, condensed statement of changes in equity and 
condensed cash flow statement that are disclosed in the full annual 
financial statements, with the requirement that additional line items 
and/or notes should be included, if their omission would make the 
summarised annual financial statements misleading.   
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A medical scheme is not prevented from disclosing more information 
and may therefore include the full balance sheet, full income statement, 
full statement of changes in equity and full cash flow statement, as 
disclosed in the audited annual financial statements, in its summarised 
financial statements. 
 
The notes accompanying the summarised annual financial statements 
should at least address the following: 

• The conversion to IFRS, including reconciliations of the 
following: 

o Equity under Statements of South African Generally Accepted 
Accounting Practice (Statements of GAAP) as previously 
applied to equity under IFRS both on the date of transition to 
IFRS and the end of the latest period presented in the medical 
scheme’s most recent financial statements under previous 
GAAP. 

o Surplus or deficit reported under Statements of GAAP as 
previously applied for the latest period presented in the 
medical scheme’s most recent financial statements to the 
surplus or deficit under IFRS for the same period. 

• Whether the same accounting policies and methods of computation 
have been used as in the previous annual financial statements; if 
not, the nature and effect of the change should be described. 

• The nature and amount of items affecting the annual financial 
statements that are unusual because of their nature, size or 
occurrence (these items should not be referred to as ‘abnormal 
items’). 

• The nature and amount of changes in estimates that have a material 
effect in the current financial year. 

• Events after the balance sheet date. 

• Changes in the composition of the medical scheme, such as 
business combinations, disposal of subsidiaries and restructurings. 

• Contingent liabilities, contingent assets and any changes in these 
contingent liabilities and/or contingent assets since the previous 
annual financial statements have been issued. 

.10 

.11 



MEDICAL SCHEMES’ SUMMARISED  CIRCULAR 1/2007 
FINANCIAL STATEMENTS 
 

 5 Issued January 2007

 

• Related parties. 

The Council for Medical Schemes requires the following to be included 
in the summarised financial statements: 

• The Board of Trustees report as reported in the complete set of 
financial statements. 

• The solvency ratio of the scheme. 

• Any known areas of non-compliance with the Medical Schemes 
Act. This information will be included in the Board of Trustees 
report and may be repeated in the notes to the summarised 
financial statements. 

Any other information that is relevant for obtaining an understanding of 
the changes in the financial position and performance of the medical 
scheme since the previous annual financial statements have been issued 
should also be included in the summarised financial statements. 
 
The summarised annual financial statements should either be 
reconcilable to or in agreement with the full audited annual financial 
statements.  The summarised annual financial statements may not be in 
any way misleading.   
 
It is recommended that the summarised annual financial statements 
indicate where and how interested parties can obtain a complete set of 
the annual financial statements. 
 
Audit of the summarised financial statements 
The audit engagement should be conducted in accordance with 
International Standard on Auditing (ISA) 800, The Auditor’s Report on 
Special Purpose Audit Engagements.  
The auditors should express an opinion on the basis of the audit 
evidence obtained during the special purpose audit engagement. The 
report should contain a clear written expression of opinion.  
 
Engagement letter 
The auditors should prepare an engagement letter documenting the key 
terms of the engagement. The engagement letter confirms the auditors’ 
acceptance of the engagement and helps avoid misunderstanding 
regarding such matters as the objectives and scope of the engagement, 
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the extent of the auditors’ responsibilities, and the type of report to be 
issued. 
 
Planning and performing the engagement 
The nature, timing and extent of work to be performed will vary with 
the circumstances. It is not possible to set a standard audit programme 
that will be suitable for all situations.  
 
To avoid the possibility of the auditors’ report being used for purposes 
for which it was not intended, the auditors may wish to indicate in the 
report the purpose for which the report is prepared and any restrictions 
on its distribution and use.  
 
Reporting 
Unless the auditors have expressed an audit opinion on the complete set 
of financial statements from which the summarised financial statements 
were derived, the auditors should not report on summarised financial 
statements.  
 
The summarised financial statements are presented in considerably less 
detail than annual audited financial statements. Therefore, such 
financial statements need to clearly indicate the summarised nature of 
the information and caution the reader that, for a better understanding 
of an entity’s financial position and the results of its operations, 
summarised financial statements are to be read in conjunction with the 
entity’s most recent audited financial statements, which include all 
disclosures required by the relevant financial reporting framework.  
 
A measure of uniformity in the form and content of the auditors’ report 
is desirable because it helps to promote the reader’s understanding. 
Specimen auditors’ reports are provided in the appendices to this 
circular. 
 
Summarised financial statements need to be appropriately titled to 
identify the audited financial statements from which they have been 
derived. 
 
Summarised financial statements do not contain all the information 
required by the financial reporting framework used for the audited 
annual financial statements. Consequently, wording such as ‘true and 
fair’ or ‘present fairly, in all material respects’ is not used by the 
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auditors when expressing an opinion on summarised financial 
statements.  
 
When the auditors have issued a modified opinion on the audited 
annual financial statements yet are satisfied with the presentation of the 
summarised financial statements, the auditors’ report should state that, 
although consistent with the unabridged financial statements, the 
summarised financial statements were derived from financial statements 
on which a modified auditors’ report was issued.  
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APPENDIX I – ILLUSTRATIVE REPORT –
UNQUALIFIED OPINION EXPRESSED ON THE 
AUDITED ANNUAL FINANCIAL STATEMENTS  
 
Auditors’ report to the members of ABC Medical Scheme 
We have audited the financial statements of ABC Medical Scheme for 
the year ended [insert date], from which the summarised financial 
statements were derived, in accordance with International Standards on 
Auditing.  
 
In our report dated [insert date of audit report on financial statements], 
we expressed an unqualified opinion on the financial statements from 
which the summarised financial statements were derived.  
 
In our opinion, the accompanying summarised financial statements are 
consistent, in all material respects, with the financial statements from 
which they were derived.  
 
For a better understanding of the scheme’s financial position and the 
results of its operations for the year ended [insert date] and of the scope 
of our audit, the summarised financial statements should be read in 
conjunction with the financial statements from which the summarised 
financial statements were derived and our audit report on those 
financial statements.  
 
[Insert name of auditor] 
Registered Accountants and Auditors 
Chartered Accountants (SA) 
[Insert date] 
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APPENDIX II – ILLUSTRATIVE REPORT –
QUALIFIED OPINION EXPRESSED ON THE AUDITED 
ANNUAL FINANCIAL STATEMENTS  
 
Auditor’s report to the members of ABC Medical Scheme 
We have audited the financial statements of ABC Medical Scheme for 
the year ended [insert date], from which the summarised financial 
statements were derived, in accordance with International Standards on 
Auditing.  
 
In our report dated [insert date of audit report on financial statements], 
we expressed an opinion that the financial statements from which the 
summarised financial statements were derived presented fairly, in all 
material respects [insert opinion as documented in audit report on 
financial statements] except that [explain modification].  

In our opinion, the accompanying summarised financial statements are 
consistent, in all material respects, with the financial statements from 
which they were derived and on which we expressed a qualified 
opinion.  
 
For a better understanding of the scheme’s financial position and the 
results of its operations for the period and of the scope of our audit, the 
summarised financial statements should be read in conjunction with the 
financial statements from which the summarised financial statements 
were derived and our audit report on the financial statements.  
 
[Insert name of auditor] 
Registered Accountants and Auditors 
Chartered Accountants (SA) 
[Insert date] 
 
 
 
 


