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 Jerry Vilakazi - Chairman  
 
Good morning. Let me take this opportunity to welcome first of all the directors of Netcare, both the 
non-executives who are here as well as the executive team of Netcare. But I also want to take the 
opportunity specifically to welcome our colleagues from GHG in the UK, the CEO, Adrian Fawcett, 
who is with us today together with Phil Wieland, the CFO sitting here at the front. We are pleased 
once more to have you with us to receive our results. I think we remain very confident and pleased 
with the team that leads this company as you will see from the results. From where we sit the results 
are very good in many respects, but they also reflect the context in which we operate, as you will see. 
Both the South African results and the UK results will to a large extent be reflecting the economic 
situation in both countries at the moment. And without spending much time I do want to call upon the 
CEO, Richard Friedland, who is going to lead us in presenting the results. Thereafter he will be 
followed by Vaughan Firman, the CFO from Netcare Ltd. Richard, all of the best and over to you. As I 
say I do want to on behalf of my colleagues in the Board just thank management and congratulate 
them for being able to deliver this kind of results that we are presenting to you in the economic 
environment in which we are operating at the moment in both countries. 
 
 
Richard Friedland - CEO 
 

Thanks, Jerry. Good morning ladies and gentlemen, thank you very much for joining us. A special 
welcome to Adrian Fawcett and Phil Wieland from the United Kingdom. They arrived about 30 minutes 
ago courtesy of our very modern Gautrain. And also to our management teams both in South Africa 
and the Unites Kingdom for their outstanding efforts over the last six months. As Jerry said these 
results really reflect a tale of two countries. In South Africa a very strong performance off the back of 
very strong demand and growing efficiencies, and in the United Kingdom under very trying economic 
conditions somewhat weaker results due to the deep recession in that market. But nonetheless an 
excellent performance by our UK team and our South African one. I’ll take you through an overview of 
all the divisions, touching on some of the financial highlights, and then I’m going to hand over to 
Vaughan Firman as we always do to look at some of the financial results in detail. 
 
South Africa continues to grow very well. We are seeing strong demand for healthcare, and I’m going 
to talk about that later. We will be spending about R1.1 billion in capex this year, and I’m pleased to 
say that for the very first time our expansion capex versus that of replacement and refurbishment is 
close to 60%, and we are kind of getting to the end of that replacement cycle and we can now focus 
our investments on growth. We’ve been reinstated on the JSE’s SRI index as of March 2011. We were 
taken off in November with concerns regarding the organ transplant matter in 2001 to 2003. And I’m 
pleased to say we’re back on that index. As I said about the United Kingdom we’ve seen strong 
demand in our hospitals for NHS patients. But given the recession we’ve seen a falloff in self pay – 
that is patients paying out of pocket – and we have also seen a falloff in PMI, which is private medical 
insurance, the equivalent of our medical aids. That has certainly impacted our results. And we’ve also 
seen some startling reforms in the NHS coming through with the new coalition government. 
Fortunately these are under review. They have caused some confusion in the market. Our team hasn’t 
remained still or quiet in the UK. We have gone through quite a significant restructuring in the last six 
months, the costs of which, some £4.3 million, are in our income statement for the first six months, the 
benefits of which we should hopefully see in the second six months. On a positive note we’ve had very 
strong working capital management in both of these geographies. 
 
And this really all translates down to a strong EBITDA margin growth and growth in EBITDA in South 
Africa. Given the weaker economy and climate in the UK we’ve seen the UK EBITDA decline for a 
number of factors that I’m going to take you through. But principally we have been impacted by an 
increase in VAT. VAT in the UK increased in January from some 17.5% to 20%. We’ve seen the end 
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of the old Netcare UK contracts, the so-called independent sector treatment centres. They have ended 
their five year cycle, and we ended our last one in Manchester last year. They have also impacted. 
And then we had these restructuring costs that I’ve spoken about. And also favourably impacted by 
some tax changes. Corporate tax has reduced down from 27% to 26%, which has certainly helped us. 
This has all really translated at a constant currency to an increase in revenue of some 7.1%. 
Operating profit down 4.9%. And we’ve still been able to demonstrate an improvement in headline 
earnings per share of some 15.7%. Cash conversion outstanding for the first six months. And most 
importantly our free cash flow rising by 25.5%. We’ve managed to bring down group debt by some 
R360 million in both the geographies, and I’m pleased to say we’ve now as a result of all of this been 
able to declare a dividend of 22c, 15.8% up on half year last year. 
 
I think this slide really sums up where we are in terms of South Africa and the UK. We always show 
this in terms of geographic contribution. Since we made this acquisition in 2006 we’ve always had the 
lion’s share of revenue sitting here in South Africa. But I think for the very first time we now have the 
bulk of the EBITDA coming from South Africa really as a result of South Africa’s performance and the 
strengthening of the Rand. This is an indication of the net interest paid, and really sums up the story 
for Netcare both in terms of the enormous opportunity of growing earnings if we can de-lever this 
business, but also the attendant risk associated with the debt in the UK which is completely ring 
fenced to the UK and all our covenants in that regard have been comfortably met. So South Africa 
continues to produce the bulk of our earnings for the group. 
 
Turning now to South Africa. We’ve seen a growth in new lives over the last five years of about 1.5 
million beneficiaries. Approximately 40% are as a result of GEMS, and the remainder from other 
schemes. We’ve had very pleasing organic growth of some 2.8% patient days. I urge you or 
emphasise that this is organic growth. This is non-aquisitional. This is purely organic. And pleasingly 
we’ve seen a very large increase in operating profit of some 20.3%. Our debt in South Africa is the 
lowest it has been since we made this acquisition back in 2006. And pleasingly we’ve also had an 
upgrade in our debt from A- to A. We’ve been able to procure debt very cheaply, particularly in terms 
of rolling over our medium-term note paper. We will be opening two hospitals this year. We’ve spoken 
about them, both state-of-the-art facilities, a 132 bed facility here in Midrand and also our flagship PPP 
with the government of Lesotho, some 425 beds later in the year. I am also pleased to say we’ve been 
the recipient of three empowerment and CSI awards. You would have read in the Financial Mail that 
for the third year running we’ve been ranked the top healthcare and most empowered healthcare 
company in South Africa. We also won the Metropolitan Oliver Empowerment Awards for Most 
Empowered Company and Top Healthcare Company in South Africa. And last week we were awarded 
a Level 1 Gold Community Contributor award by the National Department of Social Development for 
our contribution to uplifting the communities we serve. 
 
Having a look at South Africa’s income statement here, a 7.6% rise in revenue, somewhat tempered 
by a decrease in revenue in Primary Care as we reduce our full risk products. We saw Primary Care’s 
revenue drop by about 6%, and hospital revenue up just under 10%. But very pleasingly excellent 
leverage off that revenue of some 17.1%, translating into a very good operating profit, widening our 
margins to 18.7% and 15.8% at the operating line due to a lot of efficiencies. And as I’ve mentioned 
the cash conversion ratio a healthy 78.3%. If you look at South African Hospitals and Emergency 
services revenue on a purely organic basis up just under 10%. We’ve seen a growth in patient days of 
2.8%. The margin has increased by 110 basis points and our operating profit is up some 18.6%. 
Pleasingly we have the lowest debtors’ days in our history, some 30.3. And if you exclude the work we 
do for the workers compensation our debtors’ days are 25.5. 
 
Turning to Primary Care. Primary Care continues to recover. And you will notice from this graph a R37 
million swing since 2009. We’ve improved our risk profile. We’re taking on more partial risk primary 
care patients as opposed to taking on the full risk, and the margin, albeit off a low base, has improved 
some 240 basis points. In the six months under review we saw about 1.6 million patients.  
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We are currently involved in commenting on and participating in four sets of regulation and proposals 
in South Africa, and we thought it might be worthwhile to give you an update as to how we see the lie 
of the land in this regard. You will know about the draft multi-party pricing discussion document. We 
have made submissions to the Department of Health. We’ve had no feedback as of yet, and we’re still 
awaiting feedback from the Department. We very strongly welcome the proposed Office of Health 
Standards and Compliance. We’re very used to that in a highly regulated market in the UK. And 
providing there are independent inspectors and an independent inspectorate we think this will be good 
for patients both in the public and private sector.  
 
A very important piece of legislation that we think could reduce the costs of hospitalisation and 
medicine in South Africa is this International Benchmarking of drugs. One of the positive aspects of 
our acquisition of GHG revealed to us that we’re paying probably 65% more for drugs in the private 
sector in South Africa than our colleagues in the UK. And we believe that this is an unnatural and 
expensive way of potentially cross-subsidising public tenders. If international benchmarking is brought 
in we should see a significant drop in the cost of healthcare delivery in South Africa. On NHI we clearly 
embrace this opportunity of narrowing this divide and this inequity between haves and have nots. We 
believe we have the skills to participate, particularly at the primary care level and tertiary level. Our 
PPP in Lesotho is already demonstrating outstanding outcomes, and we believe if we can use that 
model it certainly can contribute to broadening access. We are awaiting some feedback from the 
Department in terms of NHI. 
 
Turning to the United Kingdom, this is, believe it or not, one of our hospitals, Fawkham Manor in Kent. 
This is my office just over there. It is a 35 bed facility. As I said, in the United Kingdom under 
enormous pressure due to the very deep recession that it has had we are seeing some very small 
green shoots of recovery in that recession, and those are certainly leading indicators. But what we 
demonstrate to you here are the lagging indicators of how we’ve performed in the last six months. I 
know many of you are surprised by this, but I ask you to remind yourselves of the comments we made 
in November last year at our analysts presentation where we were particularly concerned about the 
economy and the impact of that on our business in the United Kingdom. 
 
And so we’ve seen the EBITDA decline, as I said, really due to a change in mix of our business. I’m 
going to show you a slide later on how we’ve doubled our NHS volumes, our government volumes, but 
we have seen a falloff in our private volumes and our self pay, and that has impacted. We have seen a 
move from in-patient to day case. And then clearly the increase in VAT and the end of the ISTC 
contracts have impacted these results. You will have heard a different version, the rugby version in 
terms of pause, listen and engage as opposed to what we are used to here in terms of rugby. But 
effectively there is a consultation process underway in the United Kingdom to understand the impact 
of these proposed reforms. These reforms would have been extremely positive for the private sector. 
We still believe given the demographic demand and the state of the NHS that it is positive irrespective 
of what these reforms might be for the private sector. You can see that we have significantly increased 
our share of Choose and Book. This is where patients have the ability to choose to come to a private 
sector as opposed to the NHS up to some 20%. And during this period our businesses have 
consolidated and restructured. Cash conversion nearly 100%, and pleasingly despite all of this and as 
a result of our cash conversions all of our debt covenants met with sufficient headroom.  
 
So looking at this income statement, a 6.5% rise in revenue, driven primarily by strong NHS demand 
but also our acquisitions of Abbey and Transform. EBITDA being impacted by all the factors I’ve 
spoken about and a non-recurring item of some £4.3 million as a result of the restructure, the benefits 
we will hopefully see in the second half. And the EBITDA margin then coming down to some 21.2%. I 
want to emphasise that the new acquisitions have played a role in bringing down that margin as well, 
but also to remind you that these acquisitions were brought on for a Pound. So we never spent 
anything to get these acquisitions. Yes, they will be dilutory in the early years as we re-engineer these 
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businesses and improve them and we consolidate them into GHG. But certainly these businesses will 
contribute in the future. 
 
If a picture could paint a thousand words I think this is the picture for the United Kingdom. And it really 
reflects where we have been since acquisition in 2006. Let me just take you through this. This is the 
private medical insurance. This is self pay or out of pocket, and this is NHS. Back in 2007 we were 
probably seeing between 2.5% and 5% of our volumes were government patients in NHS. This was 
primarily a private business. Today at much lower margins and contributions that is almost 25%. It has 
gone up to 24%. Self pay was close on 20%, and as I will show you later this is very cyclical. This has 
slowly reduced and is now almost half of what it was in 2006. And PMI has been incredibly resilient 
over this period, except this year where we’re now seeing a decline of some 4.5% to 9% depending 
which numbers in the industry you look at. So really the business is undergoing a significant structural 
change as a result of this. We believe NHS demand will continue, and I will talk to that a bit later. 
 
So this is a graph that really explains how the recession has impacted on private medical insurance, 
with that falling off some 4.4%. It really is a function of employment and disposable income. And we’ve 
seen the impact of that, particularly this year, and we’ve seen our case loads fall as a result. I think 
what’s pleasing about this slide, which really demonstrates the self pay demand is cyclical and 
dependant on waiting lists in the NHS and the economy. As waiting lists increase and the NHS is 
unable to cope, more and more people procure services out of pocket. But also as the economy 
deteriorates people have less disposable income and self pay tends to fall. I think this just shows you 
the cyclical nature and the potential recovery to where we were with self pay. Interestingly enough, 
waiting lists are at their highest levels since 2008. 
 
I put this slide up because we all seem to forget that the health of the NHS and its state is critical to 
the way we perform in the market. And there is no doubt that despite the enormous funding of the 
NHS during the Tony Blair years it is coming under huge financial pressure, essentially driven by 
demographic demand. If you look at that first block it has had a 3.6% per annum increase in the 
patients admitted into the NHS. On top of that there has been a 6% per annum increase in patients 
over 75 admitted into the NHS over the last ten years. And we are seeing this huge unmet demand for 
healthcare rising in the United Kingdom. When it was being funded at 7% to 8% per year those waiting 
lists came down. Now with the recession and squeeze on the NHS we think it is going to come under 
huge pressure going forward. And you can see that already here, that there is a targeted reduction of 
some 17% in capex for the NHS. They’ve got to find some £20 billion in productivity improvements by 
2015. And waiting lists which reached an all-time low in early 2008 are now rising very rapidly. 
 
And so we’ve put this slide up really in terms of the medium-term outlook for the United Kingdom over 
the next six to 12 months as we see it. The recovery in insured lives is really aligned to the economy 
and the recovery in the economy, and we are seeing some green shoots, but we would urge caution in 
that regard. Self pay is also a function of economic recovery and the growing NHS backlog, and we 
may well see self pay recovering a bit sooner than PMI in this market given the rise in waiting lists, 
particularly orthopaedic surgery at this stage. And we are still very bullish on the NHS. Despite the 
stalling impact of reforms or the fact that there is confusion around these new reforms we believe that 
Choose and Book is here to stay. We will grow and continue to grow our market share. I’m going to 
hand over to Vaughan to take us through. This is Vaughan’s office. We just put in a patient bed in 
case you thought it was too fancy. 
 
 
Vaughan Firman - CFO 
 

Thank you, Richard. Don’t believe a word he says. Good morning from my side as well and welcome 
to all of you. Lots of familiar faces and some new faces. Contrary to what Richard said, this is a 
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hospital. This is Alberlito Hospital, one of the private wards there. Just to clarify. Right, if we go 
through our group income statement, let’s unpack this a bit. Richard alluded to what has happened to 
revenue where both SA and UK have grown revenue. EBITDA has shown a 5.6% decline, but one 
must factor into account there has been some currency impact there. So if one strips that out, one is 
down to below 1.9% decline in EBITDA as opposed to the 5.6%. And similarly under operating profit 
where we’ve had a 7.9% decline you’ve got to strip out the factor of the currency appreciation of 3% 
So those three lines have been covered quite extensively by Richard. We’ve got some slides going 
forward on those so I won’t go into any more detail there. 
 
I think just under the net financial expenses you see approximately a R50 million improvement year on 
year, which translates to a 5.7% improvement. But one must factor into account that there has been 
swap ineffectiveness that has crept through the results. £5.4 million of swap in effectiveness has been 
debited to the income statement during this year as opposed to £3 million last year. So that has had a 
negative impact on our financial expenses, but overall we’ve had an improvement in South Africa in 
financial expenses. In the UK if you strip out the swap ineffectiveness it has basically been flat.  
 
Attributable earnings of associates has declined from R16 million to R3 million, and that is almost 
entirely due to the effect of the PPPs. Under IFRIC 12 those of you who are experts on IFRS would 
know exactly what I’m talking about. What has happened there is under the Lesotho results we’ve 
recognised no profits this half year as opposed to last year where we did recognise some profits, and 
that is due to the way that you account for construction accounting under the IFRIC 12 accounting. So 
that has translated from R16 million down to R3 million, which leaves us with 11.8% decline in profit 
before tax. We’ve had a major benefit in tax this half year through the reduction in the tax rate of some 
R155 million, which leads us to a profit for the half year of R699 million, which is 4.5% improvement. If 
you strip out the impact of the deferred tax release you get to a tax rate for the group of some 27.8%, 
which is basically in line with the corporate tax rates both in the UK and South Africa. 
 
This slide just shows you the various divisional movements in group revenue for the half year. You can 
see Hospital and Emergency services is up nearly 10% year on year. Primary Care is down because 
of some restructuring and we’ve moved from full risk to low risk within the Primary Care division as 
well as some clinics that we’ve closed during the last year. So that has resulted in a decline in 
revenue. And then the UK impacted primarily by the exchange rate impact. R325 million improvement 
year on year, but with the exchange rate R429 million decline. So that gives us R11 392 million 
turnover or revenue at the end of March. Similarly of operating profit an improvement in Hospital and 
Emergency services as well as an improvement in Primary Care, but offset by the UK, some R278 
million drop. Capital charges, there has been a large profit. Profits have been made on capital charge 
primarily in properties. We’ve sold two properties. We’ve sold one in the UK, Harrogate, and we’ve 
also sold one in South Africa. And that has led us to some profits on properties both in South Africa 
and the UK.  
 
So what does that all boil down to? Headline earnings per share, 48.0 cents. I often get asked what do 
we strip out all the plusses and the minuses and you get to a core headline earnings or sustainable 
headline earnings per share. If you strip out the tax effect, the swap in effectiveness, the retrenchment 
costs and the fine we end up with virtually 47.8 cents. So it is virtually the same as the headline 
earnings per share year on year. An improvement of 15.7% in basic headline earnings per share level, 
and then diluted earnings per share some 16.3% improvement. 
 
Moving then to the balance sheet or the statement of financial position. Property, plant and equipment, 
there are some slides on that so I won’t allude to that. The big movements in the balance sheets this 
year are not the foreign exchange as has been the case in the past, but it has been a movement in 
two things. One is the release of the deferred tax, and that is as a result of the drop in the tax rate in 
the UK. And then we’ve had this swap liability that has improved by some R1.5 billion during the 
course of the half year or £137 million. And that has had a major impact on our results, R1.6 billion 
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reduction in liability, which has all gone into the shareholders equity line. I think pleasingly, and 
Richard did allude to that, was our borrowings have decreased by R316 million if you strip out the 
currency impact of R160 million, which is a nice improvement. We will get into that in some detail in 
the following slides. I think the final thing is just the current assets. Current assets have hardly moved, 
which shows there has been strong curtailment of our debtors and our stock. It is far less than what 
our revenue growth was. So I think that is also a plus on our balance sheet. 
 
Just unpacking the property, plant and equipment and the movements thereon during the course of 
the year. Additions have grown by R461 million, approximately 50% in the UK and 50% in SA. So it is 
kind of a half half situation. Depreciation and amortisation is higher year on year against the additions. 
We tried to match our replacement capex with our depreciation, but in the UK the depreciation has 
exceeded our additions during the course of the year. They have been very strong and critical on 
looking at various projects and only taking the ones that are compelling in their returns. Disposals I 
think we have alluded to. Disposals are R84 million. That is a net book value that has been disposed 
of during the year. There is approximately R144 million worth of disposals which have taken place 
during the year in property, the two properties that we mentioned, the Harrogate property as well as 
Netcare where we disposed of a property in the Rosebank area. So that’s what has caused that. And 
then again the exchange rate impact which will be with us every reporting period. 
 
Just alluding to the fact that we are going to spend a lot of capex this year. Usually Netcare spends 
approximately a third of its capex in the first half and two thirds of its capex in the second half, and that 
is very much the case in 2010 where we spent R449 million in the first half – that’s the green bar there 
– and the black bar we spent R921 million. This year we have spent R461 million, but we’re going to 
spend a lot more in the second half, R1.1 billion. And that is due to the expansion capex that we’re 
busy with in South Africa at the moment. These are hot off the press photos. We took them about nine 
days ago. There is the Waterfall Hospital. You can see it is nearing completion. It opens on the 1st 
July. A 132 bed hospital up there in Midrand. As you can see it is virtually complete. Then the other 
hospitals that we are building, we have just put three others on. The Bay up there on the north coast of 
KwaZulu Natal, Mulbarton down in the south of Johannesburg and then the Kingsway Hospital as well. 
All of those are progressing according to the correct timelines. There may be a week or so delay, but 
overall they are progressing well within the timelines that we set, and more importantly the budgets 
that we set for them. 
 
Just to put some more colour onto these capex projects that we’re busy with, the Montana Hospital up 
north of Pretoria, some 54 beds. This colour here shows what has been spent a year to date. The blue 
colour is what’s going to be spent this year, and then the green colour is what is going to be spent 
beyond 2012. Montana is 54 beds as I alluded to. The first phase will open in July 2011, and then 
we’ve got a phase two that will kick in and will open in the following year. Waterfall is R115 million 
now. Bearing in mind that hospital is not just going to cost us R115 million. We have a lease with the 
Waterfall estate because one cannot own the land there. This is just the medical equipment and the 
infrastructural costs around the medical equipment that goes in there, R115 million that is about to be 
spent. Then The Bay Hospital, R106 million, Mulbarton, R78 million and Kingsway some R60 million. 
All of these are going to open in the next approximately 12 months and we hope to realise some quite 
good EBITDA increase from each of these. Multi-disciplinary projects, surgical beds, medical beds, 
ICU beds and neonatal beds as well. So across all the disciplines. 
 
Moving on then to the net debt. As you can see we’ve got the little man there and the man there. That 
just shows the geographic split of our debt where most of it is in the UK. £1.8 billion of debt is located 
in the UK which translates into approximately R20 billion. And in South Africa Richard alluded to the 
fact that our debt now is the lowest it has been in five years. So that gives us net debt of R23.8 billion. 
Most of the debt in the UK as mentioned before in our presentations is fixed at 6.4%, so that doesn’t 
change year on year. But SA because of the reduction in prime over the year and we’ve taken a more 
flexible approach to our debt interest rate hedging we’re at 7.2% versus 8%. We’re comfortable at 
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7.2% given the fact that we do hedge part of our debt. We don’t just run floating. We take a view of 
somewhere between 50% and 75% of the local debt we do hedge. So we benefited from the reduction 
in interest rates. And that gives us a group blended cost of debt of some 6.5%. 
 
Our interest cover for the first time in many years is at 6.4 times now. And as you can see the gross 
debt has come down from 2009 where it was R4.5 billion down to R3.9 billion over the course of two 
years. I think one of the pleasing aspects of our half year results has been that we’ve had a ratings 
upgrade from our ratings agency. We’re now back to the A long-term level. That has helped us when 
we’ve had to tap into our bond programme. We raised subsequently post March R1.2 billion worth of 
debt. It was heavily oversubscribed, and as a result we managed to get very fine interest rates, a lot 
more attractive than when we did this some three years ago. We’ve hedged 66% of our debt post 
March 2011. We’ve taken into account the fact that interest rates are at very low levels in South Africa. 
During the course of January and February of this year we took our forward starting swaps to take into 
account we thought it was an opportune time to lock into some of our debt. So that has also been 
hedged. 
 
And then for those of you who follow Netcare very closely you all know that the bond is about to 
mature in September 2011. And that is an amount of approximately R1.5 billion. We have committed 
facilities in place if that bond does not convert. We still don’t know what price it is going to convert at 
because it is dependant on a dividend that gets paid out and one works out on a formula based on the 
market price at the date of the dividend payment. It will be in the region of about R14.50. We’ve got 
committed facilities in place from the banks to make sure that if it does not convert we are covered. 
 
The UK debt position, just a bit more colour added to that. We’ve got as you know three large tranches 
of debt there. The PropCo 1, the PropCo 2 and then the OpCo debt. The PropCo 1 debt matures in 
October 2013, £1.5 billion of it. And we are looking at a variety of options to see how to refinance it 
and which was to refinance it and what to do. The PropCo 2 debt is a very small amount of debt now 
at £67 million and it is not of concern. Furthermore, it doesn’t mature in 2013. It matures at a later 
debt. The OpCo debt we have three facilities in place, but it is important to bear in mind the October 
2013 amount is not a large amount to refinance. Most of that debt is only refinanceable in October 
2014 and 2015. So overall we’ve got a handle on the debt in the UK and we are looking at a variety of 
schemes and options as to what to do with the PropCo 1 debt.  
 
I think Richard alluded to the fact that we have sufficient covenants in place. There is sufficient 
headroom on the covenants, both the OpCo and the PropCo facilities. And I think very pleasing is the 
cash levels within the UK are significantly better half year on half year. They have grown from £65 
million to £95 million within that period. That has been as a result of extremely good cash collections 
from primarily the NHS and the various working capital initiatives that management have put in place 
there which has resulted in a very strong improvement in the cash levels there. So overall our debt 
levels are down both from March last year as well as September last year, some £20 million down. 
And that has resulted in our finance charges basically being level, and there is the £131 million for the 
full year. 
 
Interest rate swaps. These are these very complex derivatives that tend to move every single day of 
the year. I’ve got the Reuters screen upstairs, and it is just amazing how much these interest rate 
swaps move. A £1.5 million movement in six months is a very large movement, and that is as a result 
of the strengthening of the long-term interest rates in the UK. It has moved from 3.1% to 3.7% from 
September to March, which has resulted in the R1.5 billion improvement in our currency over there. 
The South African swaps are obviously a lot smaller. These are only a R10 million liability. I’ve learnt a 
lot about hedging and how derivatives work, and I think most importantly Phil and I have pulled our 
hair out on IFRS and IAS39 and how to work out hedge accounting. I think both of us can write a 
thesis on hedging of interest rates since these swaps were taken out. 
 



 
 

Page 8  
 

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

Group free cash flow is a very pleasing element of our results this half year. Our cash conversion has 
improved from 79% to 88%. We have put in this new terminology which we quite like which we learnt 
from the bankers. For those of you who are bankers in the room I think free cash flow is an important 
definition that you set within all your covenants. So we’ve tried to do a synthetic free cash flow 
calculation and we’ve worked it out to be R1.5 billion for the half year. Basically you take your EBITDA 
and deduct working capital, deduct maintenance capex and deduct tax. And then you use that to see 
what you’re going to spend it on. We’ve spent R900 million of that on interest, and then we’ve also 
spent about R430 million in payments to our shareholders through a variety of preference share 
dividends as well as capital distributions and dividends. So that’s a highlight of the year. Bearing in 
mind that our EBITDA was below last year and yet our free cash flow was 25% higher. So we feel that 
that’s a good indicator of how we’re generating cash within the group. 
 
Our working capital for the half year. It is our big, hairy, audacious goal is to get that down to zero. We 
had R225 million, which is an improvement of some R370 million year on year. That is really driven by 
a real strong focus on trade and other receivables. The hospital debtors’ days has improved eight 
days year on year, which is a massive improvement. So that has translated into a R267 million 
improvement in debtors. The tax man has wanted his pound of flesh, so we have duly paid him which 
has resulted in a reduction in the tax payable of some R21 million. And then not to be outdone the UK 
have done tremendously in improving their working capital in tough times where they’ve managed to 
focus on collection activities. Decentralised collection activities has really done extremely well for the 
half year, resulting in an improvement of some £26 million year on year. So overall our working capital 
we can safely say is at its best level ever within the Netcare group. 
 
Our dividend declaration for the half year was at 22.0c, which is in line with the increase in headline 
earnings per share, some 15.8% increase. And you look at this after all these various determinations. 
So we look at the earnings, our gearing levels, our leverage ratios. We also have to make certain that 
the BEE scheme that we have in place that the dividends are covered for that and then the credit and 
financial markets within South Africa. Please note that we do have an STC payment on the dividend of 
some 10% and as a result it will result in a charge to the income statement this year. Last year we had 
a capital distribution and you don’t pay STC on capital distributions. 
 
Then finally just the guidance that we are giving for the half year, we have changed our guidance in 
line with what other companies do, so we’ve tended to stay away from exact percentage changes. But 
this is what we are forecasting as a revenue growth in the upper single digits in South Africa. We 
continue to focus on efficiencies. Our capex we are going to spend a lot of money in the next half year 
with all those various projects. In the UK we are expecting modest revenue growth in light of the 
challenging UK economy, the current business mix to prevail in H2, and then our capex levels there. 
So I thank you and I hand back to Jerry. 
 
ENDS 
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