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 Jerry Vilakazi - Chairman  

 

Good morning and welcome once more to the presentation of our audited financial results for the 
group for the financial year ending September 2011. I would like to welcome my colleagues from the 
board that are in here this morning. I’ve seen a couple of them. I think it is good for you to see who the 
board directors are here, if they could quickly rise. And in doing so I want to also welcome the 
executive team that is here. You see our CEO, Richard, who will do the presentation, and thereafter 
followed by our very fresh and new CFO and executive director, recently appointed by the Bboard, 
who will be presenting the financial results. I also want to welcome our colleagues from the executive 
from GHG in the UK. Stephen Collier, who is the CEO, is sitting here in front. If you may just stand up 
that you may see him. Next to him is Craig Lovelace who is the acting CFO for GHG.  
 
We are very excited about these results and I want even before Richard comes to congratulate 
Richard for his leadership and the team for such good results. They give us confidence and 
excitement, especially because we are presenting solid results a few days after the National Planning 
Commission released its report of the national development plan for 2013. What is very important and 
encouraging for us from that report is the extent to which the commission has put central the 
coordination, cooperation and partnership between the private and public healthcare as key drivers for 
succeeding in our reforms towards 2030. And as Netcare we stand ready to play our part and partner 
the public sector to reform in order to achieve general, universal access. As I sit down I do also want 
this morning to just pay tribute to a colleague who is not here this morning but who is the core founder 
of Netcare Ltd, Mr Motty Sacks, who stepped down as director of the company at the end of last 
financial year, September 2011. We wish him all the best and that he can continue to play a role in 
healthcare in our country. Richard, over to you. 
 
 
Richard Friedland - CEO 

 

Thank you. Good morning ladies and gentlemen, and thank you very much for joining us this morning 
for our results. At the outset I want to really pay tribute to our executives, our managers and the 
thousands of Netcare employees both here and in the United Kingdom for their enormous contribution, 
their dedication and their service leadership that has allowed us to stand here and present these 
results to you. This is an organisation that never sleeps. We are open 24 hours a day, 365 days a 
year. We are privileged to be able to offer what is essentially an essential service to people. I know 
many of our colleagues including our doctor colleagues, physicians and consultants as well as many 
Netcare staff members are listening to this live webcast. I ask you to pass on my sincere thanks and 
that of my board of directors for your incredible work and service leadership. 
 
I also want to bid farewell and thank them for their contribution specifically to Vaughan Firman, our 
former Chief Financial Officer, and Victor Litlhakanyane, our Head of Stakeholder Relations, and thank 
them for their very significant contribution. Thank you, Vaughan and Victor. We wish you well in your 
endeavours, and hambani kahle. In doing so we welcome Keith Gibson, who is our new Chief 
Financial Officer who is joining us. Keith has been with us for some six years, having joined us from 
Barloworld in Namibia. He has been director of finance for our international division ever since and he 
has sat on the GHG board for the last six years. He is hugely competent, technically able and will be 
an outstanding CFO to lead Netcare into the future. I’ll be handing over to Keith once I’ve taken you 
through our results and an overview of our trading performance. And then also welcome to Stephen 
Collier and Craig Lovelace from the United Kingdom. If you have any tricky questions about the UK I’m 
going to hand right over to them, and I’ve asked them to sit in the front seats. Let’s move on. 
 
We’re often asked about these pictures. Are these models? Actually all of these people are from our 
latest hospital, Netcare Waterfall City. And we choose a hospital as a theme for our annual report and 
for our results. Looking at the group in general we’ve had a very solid performance across all of our 
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divisions in South Africa. We will unpack that performance later for you in the presentation. We 
continue to answer the clarion call of the national agenda of contributing to skills development, job 
creation and training, and also a key focus for Netcare of diminishing the wage gap that exists in our 
country between the haves and the have not’s. We continue to invest heavily in capital expenditure in 
our country as well. 
 
If you look at the United Kingdom we’ve experienced some very tough trading conditions. I think many 
of you would have seen the newspapers and television on what is currently happening in Europe and 
the UK. Our business and our sector in the UK is not immune to those changes and that heavy 
recession that we’re witnessing. Although we’re seeing some green shoots in self pay – these are 
patients paying out of their pocket, cash paying patients in the United Kingdom – we have yet to see a 
recovery in what we call in South Africa medical aid patients but in actual fact called there private 
medical insurance. But notwithstanding that our team in the United Kingdom has done an outstanding 
job this year, particularly in terms of cash management. Our working capital has reached an all-time 
high. We had some £130 million of cash at year end as we speak. And importantly we’ve met all of our 
debt covenants. I know that is always a concern for many of our analysts.  
 
I want to assure you, ladies and gentlemen, that the refinancing of our properties that underlie our 
hospital division is something that is receiving our constant attention. It’s not something we are overly 
concerned about, but something that Keith will speak about later in more detail. I suppose on a lighter 
note I did notice this weekend with this talk of refinancing and default that someone had cynically 
placed the sovereign states of Italy and Greece on eBay on auction. I just want to assure you, ladies 
and gentlemen, that we have no intention of placing our property portfolio on eBay. 
 
Looking financially, clearly the UK has somewhat impacted on very solid results in South Africa. We’ve 
had modest revenue growth. It would have been slightly higher at constant currencies. Again Keith will 
take us through those numbers. Operating profit was up significantly in South Africa, but as a whole it 
was flat due to the UK performance. A record cash conversion for both of the geographies. And our 
net debt has come down significantly for the group, about R1.5 billion overall, some £90 million in real 
terms in the UK and almost 11% in South Africa. It has allowed us to generate a headline earnings per 
share in excess of 21.2%. The board approved a dividend last week which gives us an average 
distribution for the year some 14% up. 
 
I think the important thing to note on this slide of geographical contribution is that South Africa remains 
the lion’s share in terms of revenue contribution between the two geographies, and that hasn’t 
changed. But if you look at the EBITDA for the first time in five years South Africa is now producing 
more EBITDA than the United Kingdom in terms of the contribution. And really at a headline earnings 
per share that hasn’t changed, and as we de-gear the UK we should see a greater contribution coming 
through from General Healthcare and our operations in the UK.  
 
Turning now to South Africa. We’ve had a very solid performance as I’ve said, and whilst our revenue 
growth generally has been modest we’ve had outstanding operating leverage across all of our 
divisions. That has allowed us to expand the EBITDA margin and the operating profit quite 
significantly. We have the lowest debt in South Africa in the last five years, and the highest interest 
cover. So generally we have seen a very strong strengthening of the South African balance sheet, and 
to complement that from a cash flow perspective we’ve had record cash collections this year, aided by 
good debtors collections, not just in the Hospitals shown here but also in Netcare 911 and Primary 
Care. 
 
We’ve continued to invest and re-invest in this network in South Africa to show our confidence in 
providing healthcare and in the future of healthcare in South Africa. We opened up our first green 
hospital in Waterfall with our empowerment partners, Phelang Bonolo. We opened up a landmark, 
visionary public private partnership in Lesotho. I want to talk about that a bit later. Some 425 beds. 
And as a show of confidence we will be increasing our number of beds in South Africa over the next 
two to three years by some 5% on a cumulative basis.  
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I put this slide up, ladies and gentlemen, because often we think of Netcare in South Africa purely as a 
hospital group. But in truth we have a comprehensive network of healthcare services available every 
day 24 hours a day. And it’s not just the hospitals. We have a number of public private partnerships. 
We have the largest network of primary healthcare facilities on a coordinated, accredited basis country 
wide. We have one of the largest networks of dialysis units in partnership with Adcock Ingram in 
national renal care, in emergency services and also a very large pharmacy chain. And that really gives 
us the privilege of being able to treat some 4.9 million patients through our organisation in South 
Africa. 
 
Looking at South Africa I want to pay tribute to our MDs, to Jacques du Plessis from our Hospital 
division, Tumi Nkosi from Netcare 911, Dr Charmaine Pailman from Primary Care and Noeleen 
Phillipson from National Renal Care for an outstanding performance in South Africa.  Whilst revenue 
growth has been modest and offset by a reduction in Primary Care and a deliberate reduction in 
Primary Care revenue we’ve seen a significant improvement in operating profit and EBITDA. You will 
see here before capital charges the EBITDA margin increasing by some 160 basis points, a very 
impressive performance due to ongoing operating leverage and a record cash conversion which Keith 
will speak to later. 
 
I put this slide up, ladies and gentlemen, in response to what our Chairman, Jerry Vilakazi, has spoken 
about, but also in response to much of the criticism about our private healthcare sector in South Africa. 
You will hear from many podia and headlines in many newspapers the fact that the private sector only 
treats medical aid patients and as soon as their medical aid has run out we dump them on the 
doorsteps of state hospitals. I think in terms of Netcare nothing could be further from the truth. We see 
ourselves as playing a pivotal role in rebuilding South Africa, in making sure that this is a country that 
we can all be proud of, and answering the national agenda, the national imperative in terms of training, 
in terms of skills development, in terms of job creation. You will see it here, at a time when there is 
massive job loss and retrenchment in South Africa we have managed to employ an additional 2,514 
people over the last two years. At a time where our country desperately needs skills we train more 
people in the private healthcare sector than any of our competition or anyone else does. This year we 
were privileged to train some 8,300 nurses, paramedics, allied healthcare professionals and 
healthcare workers. And if you look at it since inception we’ve trained nearly 55,000 people through 
the five training centres within Netcare. 
 
We’ve also been focussed on closing the wage gap. I’m delighted to say that in the private healthcare 
sector we pay the highest wages amongst all of our competitors for our low-income earners. And this 
year we were able to award a 15.4% increase to our low-income earners to ensure that from a 
guaranteed minimum wage we were keeping apace and narrowing this gap. We were involved in 
several very important community sponsorships worth more than R9 million. I thought I would mention 
one of them to you in honour and tribute to the late Albertina Sisulu. In 1998 we were fortunate to have 
the late Mama Sisulu open our first sexual assault centre at Sunninghill. Today we run 37 of these 
nationwide, available 24 hours free of charge. And sadly, ladies and gentlemen, in a country where 
sexual assault of women is a scourge we have been able to provide very comprehensive care to many 
thousands of people who have needed that. 
 
In terms of extending free access to healthcare in South Africa, this year alone through Netcare 911 in 
roadside emergencies and in trauma and household incidents, in our hospitals in terms of stabilisation, 
in a myriad of other initiatives, we’ve been able to offer very sophisticated care free of charge to over 
8,700 patients. Since inception that number has been more than 128,000. Included in this are our 
stats of what we treat in the private sector. You will see that at a primary care level we are privileged to 
be able to see 3.8 million South Africans through our primary care centres and outpatients. Our in-
patients in hospitals are over 581,000. And we’re delighted that 38,000 mothers chose Netcare as a 
facility this year to have their babies born in. 
 
Much of the rhetoric at the moment in the private healthcare space and what you will read as media 
headlines is the ongoing costs of providing healthcare. Often it is purely contained to the private 
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healthcare sector, but if we stand back and dissect this, this is really a global phenomenon and a 
global challenge that we all need to be rising to in terms of tackling the issue of escalating costs of 
providing healthcare, whether it is in the public sector or indeed in the private sector. 
 
This slide, courtesy of Melanie Da Costa, who heads up our health policy and strategy division and 
has been doing outstanding work, looking at the drivers of healthcare costs really demonstrates the 
nub of the issue in South Africa. If you look at it, it is the increase in medical scheme spend on 
hospitalisation per beneficiary per month. And what you will notice is that inflation is responsible for 
51.2%. But 44% of the increased cost is due to utilisation. We’re a country beset by an enormous 
burden of disease. Today, and the reason why we’re all wearing blue – you will notice Keith and I 
haven’t done this purposefully to look the same – is that it is World Diabetic Day. We have a scourge 
of diabetes and lifestyle diseases in South Africa and it has a huge cost burden on the provision of 
healthcare. Technology also plays a role as we diagnose earlier and people like longer. So really 
when you look at it there has only been a 4.9% real price increase above CPIX in terms of healthcare 
provision. 
 
I’m not suggesting for one moment that that in itself is sustainable. It is something that we all in both 
the public and the private sector need to rise to the challenge of working out how we can deliver 
affordable and sustainable healthcare. But this is not about the private healthcare sector ramping 
prices. And when you exclude utilisation and the impact of CPIX you can see the real increase has 
actually been very small. And so I suppose the bottom line here is that price regulation alone will not 
address the escalation in healthcare costs, not in South Africa and certainly not elsewhere on a global 
basis. 
 
We have had an enormous focus this past year on quality leadership and ensuring that we deliver 
healthcare services of the highest standards. And I want to pay tribute to our new director of quality 
leadership, Dina van den Berg, and her team for what they’ve done. We had four clear focuses this 
year. In preparation for national health insurance we are benchmarking every single one of our 
hospitals against the National Department of Health’s core standards, and we will be complete with 
that exercise by February 2012. I’m delighted to tell you that two of our hospitals, Netcare Milpark and 
Netcare Union, are the first two officially credited level 1 trauma hospitals in South Africa. This is an 
official accreditation given out by the South African Trauma Society, and it is very much based on the 
American College of Surgeons trauma standard. And I want to thank Mandy Toubkin, who heads up 
trauma, and her team for the outstanding work that they’ve done in that regard. 
 

And then to ensure that we’re providing the best we’ve been benchmarking our hospitals against the 
very best in the United States, some 3,800 hospitals. We’ve surveyed over 300,000 patients over the 
last 15 months, with one simple question. Overall, how satisfied were you with the service you 
received in our hospital? I’m delighted to tell you that at least 59% were always satisfied, 34% usually. 
And clearly we’ve got some work to do on some 7% who were never or sometimes. But what I am 
pleased about is when we compare ourselves to private hospitals and huge academic institutions in 
the United States we compare favourably. The last initiative we’ve been involved in is making sure that 
we benchmark against the very best internationally that when we have the privilege of treating a 
patient in South Africa we can say we have utilised and learnt from the very best in the world and 
brought that back into Netcare. And this is our scorecard of our improvement outcomes. You can see 
the green is better than expected, where we are on target. And an area that we all struggle with in 
South Africa and indeed globally, surgical site infections, we have much to do and this will be a 
significant focus for us in the coming year. 

 

Turning now to the financial results on our Hospitals and Emergency services. Again thanks to our 
teams for an outstanding result. A modest growth in revenue with excellent operating leverage coming 
through there. We’ve increased patient days by some 2.2% this year. Road activity has gone up by 
some 14.4%. We’ve started to regain market share in terms of pharmacy scripts, up some 1.4 million 
scripts this year. And clearly a very strong EBITDA margin in our Hospitals and Emergency services. 
Just examples of our major capex. This year wasn’t a year where we had a lot of expansion capex, but 
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next year you will see the fruits of that coming through. And that is what this graph really 
demonstrates, ladies and gentlemen. You can see most of our beds that we have invested in will be 
coming on line in 2012 or thereafter, which should give us a pretty significant boost in terms of our 
growth here in South Africa. 

 

This is our latest hospital in partnership with Phelang Bonolo, our empowerment partners, and our 
empowerment partner, Dr Jackie Rampedi. I saw you come in. Welcome, Jackie. Thanks for joining 
us. We opened this up in July. It’s a 126-bed facility. We have a license for 200 beds, and we’re 
looking to open up the remainder of those beds in 2013.  

 

Looking at Primary Care, we said some two years ago that it would take 18 months to two years to 
stabilise these operations, and I think the Primary Care division has preformed outstandingly well and 
has finally stabilised. You will see that our margins have now gone to mid-single digit. We think that is 
where they will remain. But this division is now stabilised. It is a very large compliant and accredited 
network of doctors, and we believe can play a very strong and strategic role in the provision of 
equitable and sustainable healthcare through NHI. 

 

This was our hospital in Lesotho just before we opened it. So you can’t see any patients there. It was 
being cleared for dignitaries. But this is the largest public private hospital in Africa, a landmark 
development. We believe this is the future of healthcare, ladies and gentlemen, where the private 
sector is being made responsible for clinical outcomes, is employing doctors, is employing nurses. And 
ultimately if we cannot meet and beat the Millennium Development Goals and current outcomes that 
are being achieved in Lesotho we would have failed the Basotho people and the government of 
Lesotho. This is a challenge that we want to rise to as Netcare in putting up sophisticated, outstanding 
infrastructure. It is part of our philosophy of de-containerising public healthcare. It doesn’t have to be 
delivered in a cheaper facility, in an old warehouse, in an old shipping container. It can be delivered 
beautifully well with outstanding outcomes in a building – and you will notice this is probably three or 
four times the size of Waterfall, but on the same basis. And it is a deep irony that one of the poorest 
countries in Africa, Lesotho, in our opinion is going to lead the way in terms of healthcare delivery not 
just with our SADC neighbours but indeed on the rest of the continent and the developing world. 

 

And finally to show you some innovation in our emergency services. You will have read in the media, 
ladies and gentlemen, much about access times and people waiting for assistance on the side of the 
road on our very congested roads. We have been the first to introduce this motorbike response that 
allows us in the urban and semi-urban areas to get to accidents probably within three minutes. This 
picture was actually taken at last week’s Soweto Marathon. For those of us who ran it we were 
desperately hoping we could get a lift home on this. Don’t worry, Tumi, this won’t affect your 
performance evaluation this year. But the reality is that here in the CBD or in Johannesburg and other 
metropoles we believe this is the future of emergency services, having a paramedic that is able to 
arrive on scene and cut through traffic. This is a red light brigade, not a blue light brigade, ladies and 
gentlemen. And no legislation exists on this yet, but a wonderful piece of innovation from Netcare 911. 

 

So allow me then to move on to the United Kingdom. As I said, a very difficult year in the United 
Kingdom, but a really committed performance by our management team in the UK. Very tough trading 
conditions. We appointed Stephen Collier on 1st June. We are presently strengthening and refreshing 
the management team as we plan for the next five years of development in the UK. You will see that 
our EBITDA margins have been impacted by the type of work we do and some non-core business 
activity. Notwithstanding this we’ve been able to increase our in-patient and day case load, albeit at 
lower revenue and margin by some 4.2%. 

 

And as I mentioned we’ve had outstanding working capital and we’ve met our debt covenants. And 
we’ve actually reduced our debt in the UK in real terms by some £90 million. I ask you, ladies and 



 
 

Page 6  
 

No part of this publication may be reproduced or transmitted in any form or by any means without the prior written consent of Netcare. 

gentlemen, to hold onto that fact because when you see it in terms of the translation effect that Keith 
will speak about it looks like we’ve gone the other way, when in real terms it is £90 million of reduction 
of debt. 

 

I put this slide up because often we’re confronted with a question of what is the difference between the 
United Kingdom and South Africa in terms of the networks. And it is a very different network in the UK. 
We have wholly-owned hospitals like we do in South Africa. We have several leased and managed 
hospitals as you can see, and that impacts on the margin. We have a very large cosmetic chain of 
cosmetic surgery known as Transform. We run the largest fertility services in the UK through CARE 
Fertility, and we have the remnants of what we started in the UK, Netcare UK. The number of 
registered beds is literally a third of the size of what we have in South Africa, about 9,000. We employ 
some 8,000 people. And we are privileged to treat some 1.7 million people in the United Kingdom. So 
a different mix compared to South Africa and a different emphasis in many ways. 

 

Looking at the results you will see that we’ve had a modest growth in revenue of some 3.8% really as 
a result of a decline in private medical insurance this year. We have seen strong NHS growth of some 
23% this year, and we’ve also had the impact of the acquisitions of Abbey and Transform coming 
through.  

 

At a reported EBITDA line we’re down some 9.5%, but if you strip out the sale of two properties that 
Keith will speak to our real EBITDA for the year is at £191.5 million, some 14.5% down. And so we 
have seen a reduction in EBITDA this year. We have seen a reduction in the margin. We have seen 
an improvement in our margin in the second six months from the first six months, as evidenced over 
here, but nonetheless we have seen a decline in that EBITDA margin. If we unpick that EBITDA 
margin for you, ladies and gentlemen, you will see it is impacted by the mix of business that we are 
involved in. So in our wholly-owned hospitals the margin is approximately 24.5%. It reduces to some 
10.8% after rental or leasing costs on our managed hospitals, which is some 21 in the portfolio.  

 

Transform is a business that has been significantly impacted by the current recession in the United 
Kingdom and we expect that margin to increase over time. CARE Fertility runs at a very healthy 
margin, as does Netcare UK, but our Netcare UK contracts are coming to an end in November this 
year. I think the important point on this slide is that whilst these contribute at a much lower margin – 
these leased and managed hospitals – they were acquired for a very small or nominal cash outlay, so 
there is a significant return from those acquisitions.  

 

We always put this slide up to demonstrate how our business has changed and how that has impacted 
in the EBITDA margin and our profits in the UK. And what you’ll see here is that we’ve had a very 
strong growth in NHS, a 23% increase in NHS cases. In fact, if you look at the business today the 
NHS is some 24% of our case volume as we speak. If you look at it when we acquired this business in 
2006 it was some 2.5% to 3%. So we’ve had an order of magnitude increase in NHS contribution. Self 
pay is recovering off a low base, and it really is because of the huge fiscal constraint on the NHS and 
a challenge known in the United Kingdom as the Nicholson challenge. Sir David Nicholson is head of 
the NHS and he has asked NHS Trust to save £5 billion a year over the next four years. So they’re 
holding back on the purse strings and not wanting to outsource any healthcare. As a result waiting lists 
are increasing and we’re seeing a rise on self pay coming through. We’re still seeing a decline in PMI. 
We saw a 4.5% decline in this market over the past year and a 4.5% decline the year before. We think 
we’re going to see that trend continuing in the United Kingdom certainly into 2012.  

 

At this point, ladies and gentlemen, I’ve taken you through the operational highlights and some of the 
factors that are impacting both the UK and South Africa, and it gives me pleasure to call on Keith 
Gibson to take you through some of the financial numbers. Thank you, Keith.   
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Keith Gibson – CFO 

 

Thank you, Richard, and good morning ladies and gentlemen. It is my pleasure this morning to talk 
you through the consolidated group results of the Netcare Ltd group for the 2011 financial year. If at 
the outset you would allow me a brief indulgence I’d like to thank my finance team for their effort, 
commitment and dedication in bringing us to the position this morning where we can actually present 
these results to you. I know the work load is huge and the deadlines are very tight, so from my side a 
very sincere thanks and well done to you all. 

 

Before we move into the results there are a number of factors which I’d like to draw to your attention 
which have influenced the performance in 2012, and I think it is important that you understand the 
context. The first thing I’d like to talk to is the effect of the exchange rate. As you will see the average 
rate of exchange for 2011 was R11.09 compared to R11.63 for 2010. This is the exchange rate that 
we convert our offshore earnings and expenses into South African Rands, and obviously that has had 
an impact in reducing our income for this year. However, and probably more importantly, the closing 
rate weakened dramatically at year end and we had a closing rate of R12.54 versus some R10.93 at 
the end of 2010. And this rate is the rate at which we convert our assets and our liabilities from our 
offshore operations.  

 

I’m going to talk to the specific impact of exchange rates in my next slide. The second issue that I 
need to draw to your attention is the impact of the interest rate swaps. You’ll be aware from previous 
presentations that Netcare applies hedge accounting when dealing with its interest rate liabilities. This 
is a very complex accounting statement, but in essence what it means is that the change in value from 
one balance sheet date to the next in terms of our swap liability is taken directly through to equity. This 
is the case as long as the hedge proves to be effective in terms of the accounting rules. Where the 
hedge is ineffective that portion is taken through the income statement. And what has transpired in 
2011 is that the ineffective portion has amounted to a credit of £2.8 million for 2011, whereas in 2010 
the ineffective portion actually represented a charge of £8.7 million.  

 

The third factor which Richard has already touched on is the impact of property sales in the UK. 
During the course of the year BMI sold two of its properties. I should stress that they have kept the 
operating leases and continue to operate these properties but have just sold the underlying freehold. 
I’m pleased to say that both these sales were achieved at very robust yields in what has been a very 
difficult UK property market. Consequently, we have a £15 million capital profit included in our results 
for this year. 

 

And lastly is the impact of the UK tax rate. During the course of 2011 there were two tax rate 
reductions of 1% each within the UK. And this resulted in a deferred tax release, non-cash, benefit of 
£27.5 million this year. You will recall last year there was also a tax rate reduction in the UK, but this 
was only a single 1% reduction. Our income statement benefited last year to the tune of some £13.7 
million.  

 

Just unpacking in a little bit more detail the impact of exchange rates on our results, I’ve set out here 
the exchange rate that was applicable during the 2010 financial year and leading through the 2011 
financial year. Whilst there has been some volatility within 2010 the general trend is of a steady 
strengthening of the Rand against the Pound throughout the course of the year. You will note that that 
at the 2010 year end of the Pound Rand exchange rate was basically at the lowest point in time for 
that year. The story in 2011 has been somewhat different. The Rand Pound exchange rate has varied, 
but in a very much narrower corridor for most of the year, but it spiked dramatically at the year end. 
Consequently whilst currency impact has had an impact on the reporting of our profits and losses it 
has not been as pronounced in 2011 as it was in 2010. In other words, currency had an adverse 
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impact on the conversion of our revenue of some 2% and an adverse impact on our EBITDA of some 
1.6%. But you will notice that in terms of the balance sheet position, currency impact had a really 
significant effect on our results, increasing the overall net asset value of the group by over R500 
million.  

 

So we have here the summarised group income statement for the 2011 year. Richard has already 
spoken you through the trading factors that affect our operational performance. Just by means of a 
brief highlight Netcare is a R23.2 billion revenue generating operation. That revenue has increased 
year on year by 3.3% in actual terms, but if we were to convert that at constant currency the increase 
would be 5.3%.  

 

We have delivered operating profits of R3.7 billion for the year, and that is a mix of a very strong 
performance in the SA operations and a very challenging year within the UK. If we move below the 
operating profit line I think a key feature in this year’s result is the fact that our net financial expenses 
have reduced by some R200 million. This has been driven by a number of factors. Firstly, we’ve 
reduced the debt bases in both the UK and SA. We’ve managed to roll over some of our SA debt at 
cheaper rates of finance. We’ve obviously converted the UK interest costs at a lower average 
exchange rate for the year. And there has been the impact of the swaps which I’ve already alluded to, 
which in Rand terms means we had a R42 million credit this year versus R103 million charge last year. 

 

So profit before tax is just short of the R2 billion mark and has increased year on year by 12.3%. I’ve 
alluded to the impact of the UK tax rate changes on the tax line. In Rand terms the benefit this year 
was R301 million versus R157 million last year. So at the bottom line we’re very pleased to announce 
a profit for the period of R1.8 billion, which represents an increase over the last year of 27.1%.  

 

Moving on to headline earnings per share. Our headline earnings per share for the full year came out 
at 117 cents, which is a 21.2% improvement over last year’s 96.5 cents. If we look at that in terms of 
first half versus second half what we’ve achieved is an increase in the first half of some 15% year on 
year and a very pleasing 25% increase year on year for the second half of the year. With regards to 
our distributions per share, last week the Netcare board was pleased to declare a final dividend per 
share of 31 cents, which takes our total distributions for the year to 53 cents. This is a 14% increase 
over last year’s 46.5 cents. 

 

I’ve set out for you here the summarised statement of financial position. And as I’ve already alluded to, 
currency impact played an incredibly large factor in the movements in our balance sheet year on year. 
And so I’ve stripped that out for you in this column so that we can see the real underlying movements. 
I’m going to talk to the various key elements of the balance sheet in my later slides. I’m going to just 
pull out three factors from this slide at the moment. The first is our other non-current assets, which 
have now increased to R2.6 billion. And the main factors that comprise that balance is a deferred tax 
asset of R2.1 million and investments and associates of just short of R300 million. 

 

In terms of our borrowings you will notice that our borrowings have increased year on year by R2 
billion. However, currency has accounted for R3 billion worth of that increase, and in actual fact in real 
terms we’ve had a decrease in our borrowings. And I’m going to unpack that in more detail later on. 
Other liabilities have increased to R15.5 billion. The two key factors or balances making up that total 
include a deferred tax liability of R5.2 billion and an increase in the mark to market value of our 
interest rate swaps up to R5.3 billion. 

 

I’ve set out for you here a bridge of the movements in the group’s property, plant and equipment 
including intangible assets which talks us through the movement from last year’s R37.3 billion up to 
this year’s R41.8 billion. As you will see, currency conversion added R4.5 billion to the carrying value 
of our assets this year. Our disposals were relatively minor, and our depreciation and amortisation 
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charge came in at R1.2 billion. The group has continued to invest in its infrastructure both in SA and in 
the UK, and we spent R1.4 billion on capex during the course of the year. And in terms of a 
geographic split that was apportioned approximately R900 million to the SA operations and the 
balance of R500 million to the UK. 

 

Now we turn our attention to the group net debt. Firstly, I’d like to just draw your attention to this graph 
here on your left where 87% of Netcare’s debt sits on the balance sheet of our UK operations. If we 
unpack that you will see that the net debt in the UK has decreased from £1 875 million to £1 785 
million during the course of this year. That is almost a 5% reduction and in money terms is £90 million 
or in Rand terms R1.1 billion. Similarly the SA net debt has reduced from R3.7 billion to R3.3 billion, 
which is almost an 11% reduction and in Rand terms obviously R400 million. So the combined 
reduction in net debt across SA and the UK is a very pleasing R1.5 billion.  

 

Unfortunately the spike in the year end exchange rate has added another R2.9 million to the carrying 
value of this debt on our balance sheet, and for that reason we have a net increase of R1.4 billion. 
You will notice that the cost of our debt has come down marginally. This is particularly on the SA side 
where the lower interest rate environment has allowed us to roll over some of our shorter-term 
financing at more favourable rates of interest.  

 

The SA debt position I think is a key highlight of our results. Richard has already alluded to this. We 
have a look here at the secured banking facilities or the gross debt of our SA operations, and we can 
see it has come down dramatically from R4.1 billion to just short of R3.5 billion in 2011. This 
represents the lowest debt levels on our SA balance sheet for five years since the acquisition of GHG. 
You will see that the interest cover has become increasingly more comfortable, moving from 5.1 in 
2010 to a very comfortable 6.7 currently.  

 

Further highlights with regards to our debt is that we received an improved credit rating in January of 
this year with our long-term debt rating moving from an A- to an A and our short-term debt rating 
moving from an A1- to an A1. We were also very pleased to raise a further R1 billion under our 
domestic medium-term note programme in August of this year. This is the first time we have gone out 
to the market to raise five-year money, and we were very pleased that this subscription was 
oversubscribed some one and a half times. We really see that as the market having growing 
confidence in the cash generating abilities of this group. Lastly I will draw to your attention the fact that 
in late September we successfully redeemed the R1.7 billion convertible bond which was listed on the 
Singapore stock exchange. 

 

We turn our attention now to the UK debt. What I’ve done here is I’ve graphed out the four categories 
of debt that exist within the UK totalling £1.9 billion. The four categories comprise the PropCo 1 debt, 
the PropCo 2 debt, the OpCo debt and the Transform debt. And the key message of this slide is that 
all the UK debt is without recourse to the SA operations. Secondly, we should bear in mind that the 
four categories of debt here are ring-fenced to each other. There are no cross-defaults across these 
debt categories.  

 

Richard has already alluded to the fact that cash management within the UK has been excellent this 
year, and I’m pleased to confirm that GHG has succeeded all of its banking covenants, which are 
measured on a quarterly basis throughout the course of the year. We are fully covenant compliant.  

 

With regards to the refinancing of the PropCo 1 debt which is coming up in October 2013 and 
represents some 84% of the total debt balance in the UK, I can assure you that this is an issue of 
which we are well aware both within Netcare and within GHG. It’s a matter that we’ve been busy on 
with our advisors for some time now, and we do believe that there are viable options available to us 
that will allow us to achieve an orderly and a timely refinancing of this debt. There are various options 
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under consideration. These would include negotiations with the existing lenders. That would include 
further property sales where we would apply the surplus proceeds to retire further debt. And in certain 
circumstances we may even consider a tailored equity bridge infusion in order to reduce the funding 
gap.  

 

However, in order to maintain maximum flexibility on this we don’t want to publicly commit ourselves to 
a particular course of action at this point in time. You’re aware that the markets are incredibly volatile 
and that our options continue to evolve over time. With respect to continuity of operations, however, I 
can assure you that because we have ring-fenced the PropCo debt to the PropCo assets that there 
will be no disruption to the OpCo during the course of the refinancing negotiations. And in the unlikely 
event of a PropCo default we have confirmed that the OpCo leases are secure and OpCo will continue 
to enjoy unfettered use and access to those promises for the duration of these long-term leases for as 
long as they continue paying their rent. 

 

Another key highlight of this year’s results has been working capital management. It’s an area that 
both the UK operations and the SA operations have paid tremendous attention to over the last couple 
of years, and this year we have really seen the fruits of those efforts. There has been a strict focus on 
improving our cash collections. And also what we’ve had a look at is aligning our receivable cycle with 
our payables cycles. And I’m very pleased to announce that these initiatives have allowed the SA 
operations to reduce their investment in working capital by well over R400 million. In the UK they have 
had similar initiatives in place. They have further cemented and entrenched their relationships with the 
NHS primary care trusts and introduced some systems processes and improvements. And this has 
allowed the UK operations to reduce their investment in working capital from £43 million down to a net 
£5 million, a £38 million improvement. 

 

Continuing on the theme of cash conversion I’ve set out for you here the cash conversion metrics of 
the SA operations and the UK operations for both 2010 and 2011. And I’m very pleased to announce 
that we’ve had record cash conversion within the SA operations, whereby we’ve successfully 
managed to convert 116% of our EBITDA into cash flows. The UK has had similar success, and a very 
pleasing result there with a ratio of 103% achieved.  

 

That concludes my overview of the 2011 numbers and we’re now going to move into some guidance 
for 2012. As usual we’re dividing our guidance between our two geographies. I’m going to step out of 
the order of the slides here and begin with the United Kingdom. As Richard has already alluded to, we 
don’t expect trading conditions to change dramatically in the next year. We do foresee that PMI 
volumes will continue to remain under pressure. However, the business will continue to invest in its 
asset base and its infrastructure and we’re looking at a capex spend of just short of the £50 million 
mark.  

 

We’ve got reason to be very much more upbeat and optimistic on our outlook for 2012 with regards to 
the SA operations. We do foresee growth in revenue, and that will be boosted by the further beds that 
we’re going to be bringing on board during the course of 2012. The philosophy of doing things better 
and doing things cheaper is something that is inherently ingrained in Netcare, and we’re going to 
continue that focus, and we can therefore expect further efficiency savings during the course of 2012. 
And as Richard has alluded to, we are investing in both sustaining and expanding our hospital 
infrastructure and adding beds to this, and we foresee that we will spend somewhere in the region of 
R1 billion in capex on the SA operations throughout next year. 

 

That concludes my section of the presentation. I’m going to hand back to our Chairman, Jerry Vilakazi. 
Thank you, Jerry. 
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Jerry Vilakazi - Chairman 

 

Thank you. Well done, Keith, Richard. Well done, guys. Any questions at this point in time? Would 
anybody like to ask a question? In the absence of any questions let me thank you once more and 
thank the team for the good results and best wishes for the current new financial year. We’re looking 
forward to another good year. Thank you. 

 

 

ENDS 
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