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Integrated Annual Report

Discovery Health Medical Scheme’s Integrated Annual Report is designed
to cater for various readers by grouping information in a logical way
according to different levels and areas of interest. The chapters in the
Report can be read as standalone pieces for this purpose. Below we
describe what is in each chapter and its intended audience.

Financials

Full Annual Financial Statements and
notes to the Financial Statements.
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STATEMENT OF RESPONSIBILITY BY THE BOARD OF TRUSTEES

for the year ended 31 December 2016

The Board of Trustees is responsible for ensuring that adequate
accounting records are maintained and for the preparation,
integrity and fair presentation of the Annual Financial Statements of
Discovery Health Medical Scheme (the Scheme). The Annual
Financial Statements comprise the Statement of Financial Position
at 31 December 2016, and the Statements of Comprehensive
Income, Changes in Funds and Reserves and Cash Flows for the
year then ended, and the Notes, comprising a summary of
significant accounting policies and other explanatory information.
The Annual Financial Statements have been prepared in accordance
with International Financial Reporting Standards and the Medical
Schemes Act, No 131 of 1998, as amended, (“the Act”) and include
amounts based on judgements and reasonable estimates.

The Trustees consider that in preparing the Annual Financial
Statements they have used the most appropriate accounting
policies, consistently applied and that all applicable International
Financial Reporting Standards have been followed. The Trustees are
satisfied that the information contained in the Annual Financial
Statements fairly presents the results of operations for the year
and the financial position of the Scheme at year end. The Trustees
also reviewed the other information included in the integrated
report and are responsible for both its accuracy and its consistency
with the Annual Financial Statements.

The Trustees are responsible for the Scheme’s systems of internal
control and incorporate risk management and internal control
procedures, which are designed to provide reasonable, but not
absolute assurance that assets are safeguarded and the risks facing

M\ -

M VAN DER NEST
CHAIRPERSON

D NAIDOO
TRUSTEE

Notdsd

the business are being controlled. Reliance is placed on Discovery
Health (Pty) Ltd's system of internal controls.

Even an effective system of internal control, no matter how well
designed, has inherent limitations, including the possibility of
circumvention and the overriding of controls. An effective system of
internal control therefore aims to provide reasonable assurance
with respect to the reliability of financial information and, in
particular, the presentation of Annual Financial Statements. To the
best of their knowledge and belief, based on the above, the
Trustees are satisfied that no material breakdown in the operation
of the systems of internal control and procedures have occurred
during the year under review.

The Board of Trustees has reviewed the Scheme’s budget for the
year ending 31 December 2017. On the basis of this review and in
light of the current financial position and available cash resources,
the Trustees have no reason to believe that the Scheme will not be
a going concern for the foreseeable future. The going concern basis
has therefore been adopted in preparing the Annual Financial
Statements and these financial statements support the viability of
the Scheme.

The Scheme's external auditors, PricewaterhouseCoopers
Incorporated, have audited the Annual Financial Statements and
their unqualified report is presented on pages 87 to 89. The Annual
Financial Statements, which are presented on pages 90 to 153 were
approved by the Board of Trustees on 6 April 2017 and are signed
on its behalf by:

M STREAK'
PRINCIPAL OFFICER

1 Mr Streak was the Principal Officer during 2016, and resigned with effect from 31 December 2016.
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REPORT OF THE AUDIT COMMITTEE
for the year ended 31 December 2016

We are pleased to present our report for the financial year ended
31 December 2016. The Audit Committee (the Committee) is an
independent statutory committee. Duties are delegated to the
Committee by the Board of Trustees.

Audit Committee terms of reference

The Committee has adopted formal terms of reference that have
been approved by the Board of Trustees and are reviewed at least
annually. The Committee has conducted its affairs in compliance
with its terms of reference and has discharged the responsibilities
contained therein.

Audit Committee members, meeting
attendance and assessment

The Committee consists of four independent members and three
Trustee members and meets at least four times per year. The
Committee met four times during 2016.

The membership and attendance of the members of the Committee are as follows:

The executive officers of the Scheme and representatives of the
Administrator attend meetings or parts of meetings by invitation.
Internal Audit and the External Auditor attend meetings or parts of
meetings by invitation. Internal Audit and the External Auditor are
also afforded the opportunity to meet with the Committee, after
each meeting, without the Administrator present.

Members of the Committee collectively keep up to date with key
developments affecting their required skill set. The effectiveness of the
Committee and its individual members is assessed annually. The last
assessment was performed at the end of 2016. Based on the result of
the assessment, the Committee is satisfied with its effectiveness.

Role and responsibilities

The Committee’s role and responsibilities include statutory duties
as per the Act and further responsibilities assigned to it by the
Board. The Committee executed its duties in accordance with its
terms of reference and applicable laws and regulations in force
during the financial year.

Independent Member/Chair Mr Barry Stott

Trustees Ms Daisy Naidoo' 4 v 4 4
Mr Giles Waugh 4 4 4 v
Mr Neil Morrison? - v v v
Independent Members Ms Susan Ludolph3 v v v v
Mr Steven Green v v v v
Ms Philile Maphumulo? 4 4 4 v
Mr Dave King* v - - -

Term as a Trustee ended on 23 June 2016.
Elected as a Trustee on 23 June 2016.
Appointed to the Committee on 20 January 2016.

AW N =

External Auditor appointment and independence
The Committee considered the matters set out in Section 36 of the
Act and nominated PricewaterhouseCoopers Inc. for appointment
as external auditor of the Scheme. Corlia Volschenk was approved
by the Council for Medical Schemes as the statutory auditor of the
Scheme for the financial period 1 January 2016 to 31 December
2016 in accordance with section 36(2) of the Medical Schemes Act
131 0of 1998 on 11 October 2016.

The Committee has satisfied itself that the external auditor is
independent of the Scheme as set out in Section 36(3) of the Act.
Requisite assurance was sought and provided by the auditor that
internal governance processes within the audit firm support and
demonstrate its independence.

The Committee ensured that the appointment of the auditor at the
Annual General Meeting complied with the Act and Scheme Rules
relating to the appointment of auditors.

Elected as a Trustee on 23 June 2016 and subsequently resigned as member of the Audit Committee.

The Committee, following consultation with the Scheme’s executive
officers, approved the engagement letter, audit plan, budgeted
audit fees and representation letter for the year ended

31 December 2016. The Committee approved the actual audit fees
for the year ended 31 December 2015.

There is a formal policy in respect of the provision of non-audit
services by the external auditors of the Scheme and a formal
procedure governs the process whereby the auditor is appointed to
provide any non-audit services. The Chairperson of the Committee
approves the nature and extent of any non-audit services that the
external auditor provides in terms of the agreed pre-approval policy
and a schedule of approved non-audit services is reviewed annually
by the Committee. Fees in respect of audit and non-audit services
are reflected in note 15 to the Annual Financial Statements.

Financials
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REPORT OF THE AUDIT COMMITTEE continued

for the year ended 31 December 2016

Financial statements and accounting practices

The Committee has reviewed the accounting policies and the
Scheme's Annual Financial Statements and is satisfied that they are
appropriate and comply with International Financial Reporting
Standards, the Medical Schemes Act 131 of 1998 and circulars
issued by the Council for Medical Schemes.

Internal financial controls

The Committee is responsible for assessing the Scheme’s system of
internal financial and accounting control. In this regard the
Committee has, among other things, evaluated the adequacy and
effectiveness of the Scheme’s systems of internal control and made
appropriate recommendations to the Board of Trustees. This
included a formal documented review by the Internal Audit function
of the design, implementation and effectiveness of the
Administrator's system of internal financial controls pertaining to
the Scheme. Based on the results of this review, it is the view of the
Committee that Reasonable Assurance* can be placed on the
internal controls and risk management and High Assurance** can
be placed on the adequacy and effectiveness of the Scheme's
internal financial controls, relative to the fair presentation of the
Annual Financial Statements.

* Reasonable Assurance - The existing control framework provides reasonable
assurance that material risks are identified and managed effectively.

** High Assurance = The existing control framework provides a high level of
assurance that the Annual Financial Statements are fairly presented.

Evaluation of the expertise and experience of the
Chief Financial Officer and Finance function

The Committee is satisfied with the expertise and experience of the
Scheme’s Chief Financial Officer. The Committee further reviewed
and satisfied itself of the appropriateness of the expertise,
resources and experience of the Administrator’s Finance function
pertaining to the Scheme.

Whistle blowing

The Committee receives and deals with any concerns or complaints,
whether from within or outside the Scheme, relating to the
accounting practices and Internal Audit of the Scheme, the content
or auditing of the Scheme’s financial statements, the internal
financial controls of the Scheme and related matters. The
Administrator’s forensic department assists the Committee in
discharging this responsibility. No such concerns or complaints
were received during the year.

Discovery Health Medical Scheme registration no 1125

Ethics and compliance

The Committee is responsible for reviewing any major breach of
the relevant Scheme charters, codes and relevant legal, regulatory
and other obligations. The Committee is satisfied that there has
been no material breach of these standards or material non-
compliance with laws and regulations, except for the matters of
non-compliance with the Act as detailed in Note 34 to the Annual
Financial Statements.

Risk management

The Committee monitors the risk management processes and
systems of internal control of the Scheme through review of reports
from and discussions with the Scheme’s internal and external
auditors and the risk management function.

The Committee is satisfied that the system and the process of risk
management is effective.

Going concern

The Committee has reviewed the Scheme's financial position as at

31 December 2016, as well as the budget for the year ending

31 December 2017. Total members’ funds exceeded R14.2 billion with
a solvency level of 26.33% as at 31 December 2016. Further, the
Scheme had sufficient financial resources (cash and cash equivalents
and financial assets at fair value through profit or loss) investments
as at 31 December 2016 to cover its monthly claims expenditure

4.79 times.

On the basis of this review and taking note of the current net surplus
of R1.3 billion, the Committee considers that:

= The Scheme's assets currently exceeds its liabilities; and

= The Scheme will be able, in the ordinary course of the Scheme’s
business, to settle its liabilities as they arise for the foreseeable
future.

The Committee agreed that based on the assessment conducted, the
Board of Trustees could be advised that there is no reason to believe
that the Scheme will not be a going concern in the foreseeable future.

MR B STOTT
Chairperson: Audit Committee
6 April 2017




INDEPENDENT AUDITOR’'S REPORT

To the members of Discovery Health Medical Scheme

Report on the audit of financial statements

Opinion

We have audited the financial statements of Discovery Health
Medical Scheme (the Scheme), set out on pages 90 to 153, which
comprise the statement of financial position as at 31 December 2016,
and the statement of comprehensive income, the statement of
changes in funds and reserves and the statement of cash flows for
the year then ended, and notes to the financial statements,
including a summary of significant accounting policies.

In our opinion, these financial statements present fairly, in all
material respects, the financial position of Discovery Health Medical
Scheme as at 31 December 2016, and its financial performance and
cash flows for the year then ended in accordance with International
Financial Reporting Standards and the requirements of the Medical
Schemes Act of South Africa.

Basis for opinion

We conducted our audit in accordance with International Standards
on Auditing (ISAs). Our responsibilities under those standards are
further described in the Auditor’s Responsibilities for the Audit of the
Financial Statements section of our report.

Key audit matter

We are independent of the Scheme in accordance with the
Independent Regulatory Board for Auditors Code of Professional
Conduct for Registered Auditors (IRBA Code) and other independence
requirements applicable to performing audits of financial
statements in South Africa. We have fulfilled our other ethical
responsibilities in accordance with the IRBA Code and in
accordance with other ethical requirements applicable to
performing audits in South Africa. The IRBA Code is consistent with
the International Ethics Standards Board for Accountants Code of
Ethics for Professional Accountants (Parts A and B).

We believe that the audit evidence we have obtained is sufficient
and appropriate to provide a basis for our opinion.

Key audit matters

Key audit matters are those matters that, in our professional
judgment, were of most significance in our audit of the financial
statements of the current period. These matters were addressed in
the context of our audit of the financial statements as a whole, and
in forming our opinion thereon, and we do not provide a separate
opinion on these matters.

How our audit addressed the key audit matter

Outstanding claims provision

The outstanding claims provision of R1,121 million at year-end, described
in Notes 6 and 31 to the financial statements, is a provision recognised
for claims incurred by members prior to year-end but only reported to
the Scheme after year-end.

The outstanding claims provision is calculated by the Scheme’s actuaries
using an actuarial model based on the Scheme's actual claim
development patterns throughout the year to project the year-end
provision. This model applies a combination of the Basic Chain Ladder
(BCL) and Cost Per Event (CPE) methods. The claim treatment date,
processing date and amount are used to derive claim development
patterns that are used to project claims to an ultimate position which is
subsequently used to estimate the outstanding claims provision.

We identified this as a matter of most significance in our audit because of
the impact of estimation uncertainty on the projected claim development
pattern. A material change in the actual claims pattern or a change in
timing or value can cause a material change in the provision.

For a sample of actual claims received in the 2016 financial year,
we tested the accuracy of the service and process dates and no
inconsistencies were identified during our testing.

We made use of various data analytics to substantively test the
different relevant claim rules against which the actual claims
received by the Scheme are assessed for completeness and
validity of actual claims data.

The claims data that was included in the Scheme’s actuarial
model was agreed to the actual claims data that was tested
above in the member administration system with no material
difference noted.

We obtained an understanding from the Scheme's actuaries
regarding the process to calculate the outstanding claims
provision. The Scheme applied a combination of BCL and CPE
methods, which is generally applied within the medical scheme
industry.

To test the reasonableness of the Scheme's estimation process
we compared actual claim results in the current year to the prior
year provision and no material difference was noted.

Our actuarial specialist independently calculated the Scheme's
outstanding claims provision, taking into account the method
applied by the Scheme and the claim data tested above. We
compared our results with those of the Scheme and based on
the outcome of the procedures described above, we accepted
the reasonability of Scheme's provision.

Financials
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INDEPENDENT AUDITOR’S REPORT continued

Other information

The Scheme’s trustees are responsible for the other information.
The other information comprises the Statement of Responsibility by
the Board of Trustees, the Audit Committee’s Report and the
Integrated Annual Report. Other information does not include the
financial statements and our auditor’s report thereon.

Our opinion on the financial statements does not cover the other
information and we do not express an audit opinion or any form of
assurance conclusion thereon.

In connection with our audit of the financial statements, our
responsibility is to read the other information identified above and,
in doing so, consider whether the other information is materially
inconsistent with the financial statements or our knowledge
obtained in the audit, or otherwise appears to be materially
misstated. If, based on the work we have performed, we conclude
that there is a material misstatement of this other information, we
are required to report that fact. We have nothing to report in this
regard.

Responsibilities of the Trustees for the Financial
Statements

The Scheme’s trustees are responsible for the preparation and fair
presentation of the financial statements in accordance with
International Financial Reporting Standards and the requirements
of the Medical Schemes Act of South Africa, and for such internal
control as the Scheme's trustees determine is necessary to enable
the preparation of financial statements that are free from material
misstatement, whether due to fraud or error.

In preparing the financial statements, the Scheme’s trustees are
responsible for assessing the Scheme's ability to continue as a
going concern, disclosing, as applicable, matters related to going
concern and using the going concern basis of accounting unless the
Scheme’s trustees either intend to liquidate the Scheme or to cease
operations, or have no realistic alternative but to do so.

Auditor’s responsibilities for the Audit of the
Financial Statements

Our objectives are to obtain reasonable assurance about whether
the financial statements as a whole are free from material
misstatement, whether due to fraud or error, and to issue an
auditor's report that includes our opinion. Reasonable assurance is
a high level of assurance, but is not a guarantee that an audit
conducted in accordance with ISAs will always detect a material
misstatement when it exists. Misstatements can arise from fraud or
error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the
economic decisions of users taken on the basis of these financial
statements.

Discovery Health Medical Scheme registration no 1125

As part of an audit in accordance with ISAs, we exercise
professional judgement and maintain professional scepticism
throughout the audit. We also:

= |dentify and assess the risks of material misstatement of the
financial statements, whether due to fraud or error, design and
perform audit procedures responsive to those risks, and obtain
audit evidence that is sufficient and appropriate to provide a
basis for our opinion. The risk of not detecting a material
misstatement resulting from fraud is higher than for one
resulting from error, as fraud may involve collusion, forgery,
intentional omissions, misrepresentations, or the override of
internal control.

= Obtain an understanding of internal control relevant to the audit
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 Scheme's internal control.

= Evaluate the appropriateness of accounting policies used and the
reasonableness of accounting estimates and related disclosures
made by the Scheme's trustees.

= Conclude on the appropriateness of the Scheme’s trustees’ use
of the going concern basis of accounting and based on the audit
evidence obtained, whether a material uncertainty exists related
to events or conditions that may cast significant doubt on the
Scheme's ability to continue as a going concern. If we conclude
that a material uncertainty exists, we are required to draw
attention in our auditor’s report to the related disclosures in the
financial statements or, if such disclosures are inadequate, to
modify our opinion. Our conclusions are based on the audit
evidence obtained up to the date of our auditor’s report.
However, future events or conditions may cause the Scheme to
cease to continue as a going concern.

= Evaluate the overall presentation, structure and content of the
financial statements, including the disclosures, and whether the
financial statements represent the underlying transactions and
events in a manner that achieves fair presentation.

We communicate with the Scheme’s trustees regarding, among
other matters, the planned scope and timing of the audit and
significant audit findings, including any significant deficiencies in
internal control that we identify during our audit.

From the matters communicated with the Scheme’s trustees, we
determine those matters that were of most significance in the audit
of the financial statements of the current period and are therefore
the key audit matters. We describe these matters in our auditor’s
report unless law or regulation precludes public disclosure about
the matter or when, in extremely rare circumstances, we determine
that a matter should not be communicated in our report because
the adverse consequences of doing so would reasonably be
expected to outweigh the public interest benefits of such
communication.




Report on Other Legal and Regulatory
Requirements

Non-compliance with the Medical Schemes Act of
South Africa

As required by the Council for Medical Schemes, we report the
following material instances of non-compliance with the
requirements of the Medical Schemes Act of South Africa as
amended that have come to our attention during the course of
our audit:

Section 33(2)(b) of the Medical Schemes Act of South Africa: Certain
benefit options were not self-supporting in terms of financial
performance, as disclosed in note 34 of the financial statements; and

Regulation 29(2) of the Medical Schemes Act of South Africa: The
Scheme’s accumulated funds expressed as a percentage of gross
annual contributions was below the statutory solvency requirement
of 25% at the end of January and November 2016. However, at

31 December 2016, the Scheme's accumulated funds expressed as
a percentage of gross annual contributions was 26.33% which
exceeds the statutory solvency requirement of 25%, as disclosed in
note 34 of the financial statements.

nm\uw (.a:g.us e

PricewaterhouseCoopers Inc.
Director: C Volschenk
Registered Auditor
Johannesburg

6 April 2017
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Annual Financial Statements continued

STATEMENT OF FINANCIAL POSITION
as at 31 December 2016

R000 Notes 2016 2015
ASSETS
Non-current assets 5614 1071
Long Term Employee Benefit Plan asset 27 5614 1071
Current assets 20 864 905 18 897 501
Financial assets at fair value through profit or loss 2 12 211 677 11399 332
Derivative financial instruments 7 54 760 -
Trade and other receivables 3 2 058 008 1632586
Cash and cash equivalents

- Personal Medical Savings Account trust assets 4 4142 672 3667 456

- Medical Scheme assets 5 2397 788 2198 127
Total assets 20 870 519 18 898 572
FUNDS AND LIABILITIES
Members’ funds 14 234 461 12929 011
Accumulated funds 14 234 461 12929011
Current liabilities 6 636 058 5969 561
Outstanding claims provision 6 1121 394 985 087
Derivative financial instruments 7 4376 65210
Personal Medical Savings Account trust liabilities 8 4204 043 3736659
Trade and other payables 9 1306 245 1182 605
Total funds and liabilities 20 870519 18898 572
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STATEMENT OF COMPREHENSIVE INCOME
for the year ended 31 December 2016

Restated

RI000 Notes 2016 2015
Risk contribution income 10 43 626 398 40 066 741
Relevant healthcare expenditure (38 035 898) (34 503 627)
Net claims incurred* 11 (36 613 210) (33160 818)
Claims incurred* 11 (36 772 332) (33 231 554)
Third party claim recoveries 1" 159 122 70 736
Accredited managed healthcare services (no risk transfer) 12 (1 407 267) (1 305 790)
Net (loss) on risk transfer arrangements* 13 (15 421) (37 019)
Risk transfer arrangement fees (366 344) (344 093)
Recoveries from risk transfer arrangements* 350 923 307 074
Gross healthcare result 5590 500 5563114
Broker service fees 14 (1101 648) (982 874)
Expenses for administration 27 (4 150 194) (3 874 896)
Other operating expenses 15 (236 206) (198 387)
Net healthcare result 102 452 506 957
Other income 1524 116 1033020
Investment income 21 1257 479 1018998
Net gains on financial assets at fair value through profit or loss 22 264 278 6 504
Sundry income 23 2359 7518
Other expenditure (321 118) (263 837)
Expenses for asset management services rendered (31 076) (31 578)
Interest paid 24 (290 042) (232 259)
Net surplus for the year 1 305 450 1276 140
Other comprehensive income - -
Total comprehensive income for the year 1305 450 1276 140

*  See note 13 to the Annual Financial Statements for explanatory note on change of disclosure.
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STATEMENT OF CHANGES IN FUNDS AND RESERVES
for the year ended 31 December 2016
2016 2015
Accumulated Accumulated
R'000 Note funds funds
Balance at beginning of the year 12929 011 11 652 804
Total comprehensive income for the year 1305 450 1276 140
Reserves transferred from other medical schemes 25 - 67
Total member funds end of the year 14 234 461 12929 011
for the year ended 31 December 2016
R000 Notes 2016 2015
CASH FLOWS FROM OPERATING ACTIVITIES
Cash flows generated from operations before working capital changes 29 151 902 555793
Working capital changes:
(Increase) in trade and other receivables 29.1 (500 589) (99 229)
Increase in outstanding claims provision 136 307 139292
Increase in Personal Medical Savings Accounts 467 384 485916
Increase in trade and other payables 29.2 123 640 151 366
Cash generated by operations 378 644 1233138
Purchases of financial instruments 29.3 (1922 170) (6 176 902)
Proceeds from sale of financial instruments 29.4 1258510 4339 081
(Increase) in Long Term Employee Plan Asset (7 544) -
Cash transferred from other medical scheme - 67
Interest received 21 1206 486 981 460
Dividend income 21 50 993 37729
Interest paid 24 (290 042) (232 259)
Net cash flows from operating activities 674 877 182314
NET INCREASE IN CASH AND CASH EQUIVALENTS 674 877 182314
Cash and cash equivalents at beginning of year 5 865 583 5683 269
CASH AND CASH EQUIVALENTS AT END OF YEAR 6 540 460 5865 583
Cash and cash equivalents comprise
Personal Medical Savings Accounts trust assets 4 4142 672 3667 456
Medical Scheme assets 5 2397788 2198 127
6 540 460 5865 583
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ACCOUNTING POLICIES
for the year ended 31 December 2016

General information

The Discovery Health Medical Scheme (the Scheme) offers the insurance of hospital, chronic iliness and day-to-day benefits and is administered by
Discovery Health (Pty) Ltd, a wholly owned subsidiary of Discovery Limited, listed in the insurance sector of the Johannesburg Stock Exchange (JSE).

The Scheme is an open medical scheme registered in terms of the Medical Schemes Act No. 131 of 1998, as amended, (“the Act”) and is
domiciled in South Africa.

These Annual Financial Statements were authorised for issue by the Board of Trustees on 6 April 2017.

1 Basis of preparation

The Annual Financial Statements have been prepared in accordance with International Financial Reporting Standards (IFRS), which are set
by the International Accounting Standards Board (IASB). The Annual Financial Statements are also prepared in accordance with the Act,
which requires additional disclosures for registered medical schemes.

The accounting policies applied in the preparation of these Annual Financial Statements are set out below. These policies have been
consistently applied to all years presented, except for changes required by the mandatory adoption of new and revised IFRS, discussed in
the table below.

The preparation of financial statements in conformity with IFRS requires the use of certain critical accounting estimates. It also requires
management to exercise its judgement in the process of applying the Scheme's accounting policies. The areas involving a higher degree
of judgement, or areas where estimates are significant to the Annual Financial Statements, are disclosed in Note 33.

The Annual Financial Statements are prepared in accordance with the going concern principle using the historical cost basis except for
certain financial assets and liabilities, which include:

= Financial instruments at fair value through profit or loss; and
= Derivative financial instruments carried at fair value through profit or loss.

All monetary information and figures presented in these financial statements are stated in thousands of rand (R'000), unless otherwise
indicated.

New standards, amendments and interpretations effective in 2016 and relevant to the Scheme:
The following standards and amendments for the current accounting period have been adopted. These new accounting standards and
amendments have not had any material impact on the Scheme's financial results or disclosure in the financial statements.

Standard Scope Effective date
IAS 1 (Amendment): Presentation ~ The amendments clarify guidance on materiality and aggregation, the 1 January 2016
of financial statements presentation of subtotals, the structure of financial statements and the

disclosure of accounting policies.

IAS 19 (Amendment): Employee Discount rate: regional market issue - This amendment clarifies that 1 January 2016
Benefits market depth of high-quality corporate bonds is assessed based on the

currency in which the obligation is denominated, rather than the country

where the obligation is located. When there is no deep market for

high-quality corporate bonds in that currency, government bond rates

must be used.
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Annual Financial Statements continued

ACCOUNTING POLICIES continued
for the year ended 31 December 2016

1 Basis of preparation continued

New standards, amendments and interpretations effective in 2016 and not relevant to the Scheme:

Standard

Scope

Information Toolkit

Effective date

IAS 16 (Amendment):

Property, plant and equipment
and

IAS 38 (Amendment):
Intangible assets

This amendment clarifies that the use of revenue-based methods to
calculate the depreciation of an asset is not appropriate because revenue
generated by an activity that includes the use of an asset generally reflects
factors other than the consumption of the economic benefits embodied in
the asset. The amendment also clarifies that revenue is generally
presumed to be an inappropriate basis for measuring the consumption of
the economic benefits embodied in an intangible asset.

1January 2016

IAS 27 (Amendment):
Separate financial statements

This amendment restores the option to use the equity method to account
for investments in subsidiaries, joint ventures and associates in an entity's
separate financial statements.

1 January 2016

IAS 34 (Amendment):
Interim Financial Reporting

This amendment states that the required interim disclosures must either
be in the interim financial statements or incorporated by cross-reference
between the interim financial statements and wherever they are included
within the greater interim financial report. Other information within the
interim financial report must be available to users on the same terms as
the interim financial statements and at the same time.

1 January 2016

IFRS 5 (Amendment):
Non-current Assets Held for Sale
and Discontinued Operations

This is an amendment to the changes in methods of disposal. Assets (or
disposal groups) are generally disposed of either through sale or through
distribution to owners. The amendment to IFRS 5 clarifies that changing
from one of these disposal methods to the other should not be considered
to be a new plan of disposal, rather it is a continuation of the original plan.
There is therefore no interruption of the application of the requirements in
IFRS 5. The amendment also clarifies that changing the disposal method
does not change the date of classification.

1 January 2016

IFRS 7 (Amendment):
Financial Instruments: Disclosures

Applicability of the offsetting disclosures to condensed interim financial
statements - The amendment removes the phrase ‘and interim periods
within those annual periods’ from paragraph 44R, clarifying that these IFRS
7 disclosures are not required in the condensed interim financial report.
However, IAS 34 requires an entity to disclose an explanation of events and
transactions that are significant to an understanding of the changes in
financial position and performance of the entity since the end of the last
annual reporting period.

Servicing contracts - The amendment clarifies that a servicing contract that
includes a fee can constitute continuing involvement in a financial asset. An
entity must assess the nature of the fee and arrangement against the
guidance for continuing involvement in paragraphs IFRS 7.B30 and

IFRS 7.42C in order to assess whether the disclosures are required.

1January 2016

IFRS 11 (Amendment):
Joint arrangements

This amendment adds new guidance on how to account for the acquisition
of an interest in a joint operation that constitutes a business. The
amendments specify the appropriate accounting treatment for such
acquisitions.

1 January 2016
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Basis of preparation continued

New standards, amendments and interpretations effective in 2016 and not relevant to the Scheme:

Standard

Scope Effective date

IFRS 10 (Amendment):
Consolidated financial statements
and IAS 28 (Amendment):
Investments in associates and
joint ventures

This amendment eliminates the inconsistency between IFRS 10 and IAS 28.
If the non-monetary assets sold or contributed to an associate or joint
venture constitute a ‘business’, then the full gain or loss will be recognised
by the investor. A partial gain or loss is recognised when a transaction
involves assets that do not constitute a business, even if these assets are
housed in a subsidiary. The amendment also clarifies the application of the
consolidation exception for investment entities and their subsidiaries.

1January 2016

IFRS 14: Regulatory deferral
accounts

This is an interim standard on the accounting for certain balances that
arise from rate-regulated activities. Rate regulation is a framework where
the price that an entity charges to its customers for goods and services is
subject to oversight and/or approval by an authorised body.

1 January 2016

IAS 16 (Amendment):

Property, plant and equipment
and IAS 41 (Amendment):
Agriculture

This amendment to IAS 16 has scoped in bearer plants, but not the
produce on bearer plants. It further explains that a bearer plant not yet in
the location and condition necessary to bear produce is treated as a
self-constructed asset. The amendment to IAS 41 has adjusted the
definition of a bearer plant, include examples of non-bearer plants and
remove current examples of bearer plants from IAS 41.

1January 2016

New standards, amendments and interpretations not yet effective and relevant to the Scheme:

The following new standards, amendments and interpretations to the existing standards have been published and are not yet effective
for the current financial year. The Scheme has not early adopted them and it is not expected that they will have any material impact to
the Scheme’s results but may result in additional disclosure in the financial statements.

Standard

Scope Effective date

IFRS 16: Leases

IFRS 16 supersedes

IAS 17: Leases, IFRIC 4:
Determining whether an
arrangement contains a lease, SIC
15: Operating lease - Incentives,
and SIC 27: Evaluating the
substance of transactions
involving legal form of a lease

The new standard requires lessees to recognise assets and liabilities arising
from all leases in the statement of financial position. Lessor accounting has
not substantially changed in the new standard.

1January 2019

A lessee will measure the lease liabilities at the present value of future
lease payments. The lease asset will initially be the same amount as lease
liabilities, including costs directly related to entering into the lease. Lease
assets will be amortised in a similar way to other assets such as property,
plant and equipment.

A lessee will not be required to recognise assets and liabilities for
short-term leases (less than 12 months), and leases for which the
underlying asset is of low value (such as laptops and office furniture.)

IFRS 15: Revenue from contracts
with customers

Establishes principles for accounting the nature, amount, timing and
uncertainty of revenue arising from an entity’s contracts with customers.

1January 2018

IFRS 9 (Amendment): Financial
instruments

This standard introduces new requirements for the classification and
measurement of financial assets by introducing a fair value through other
comprehensive income category for certain debt instruments. It also
contains a new impairment model which will result in earlier recognition of
losses. No changes were introduced for the classification and measurement
of financial liabilities, except for the recognition of changes in own credit
risk in other comprehensive income for liabilities designated at fair value
through profit or loss.

1January 2018
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ACCOUNTING POLICIES continued
for the year ended 31 December 2016

2 Classification, recognition, presentation
and derecognition of financial
instruments

The Scheme recognises a financial instrument when, and
only when, it becomes a party to the contractual provisions
of t