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MR VILAKAZI:  
Good morning. It’s that time of the year again where it gives us pleasure to welcome you to the 
Netcare presentation of the annual results. I would like to specifically also welcome my colleagues 
from the Board that are with us this morning and welcome the management team. We have the 
executive directors as well as the rest of the EXCO with us and others in the management team. In 
particular I want to acknowledge our Group CEO, who is going to make the presentation. The Board 
is very excited about the results that are being presented to you today. Keith Gibson, the CFO, and 
the heads of the different divisions, Jacques du Plessis the MD of the hospital division which as you 
will see from the results are very strong. We have the heads of the other divisions, the primary 
healthcare division, Prime Cure and Medicross. We’ve got the head of the Netcare 911 and we also 
have National Renal Care also here and all the other divisions and the directors that are here. We 
welcome you. In particular I want to welcome those that would be joining us in the UK via podcast. 
Especially we welcome the new CEO, Mrs Watts, who’s the new CEO of GHG as we announced 
earlier this year and will also be joining or is joining the board of Netcare Limited here in South Africa 
as well as the team in the UK is welcome as they’re joining us via the podcast.  
 
Ladies and gentlemen, we are very excited as I’ve just indicated once more to present these good 
results and also results whose achievements is due to the team that we have not just at head office 
under the leadership of the CEO, Dr Richard Friedland, but also our ordinary thousands of employees 
throughout the country who contribute on a day to day basis in ensuring that we receive these 
results. It is also our pleasure that as we also declare dividends we do not only declare dividends to 
yourselves as shareholders, shareholders that are outside here, but also our employees are part of 
our strong shareholder base and it is therefore not surprising that in the last five years we have 
continued to be the leading top empowered company in our sector and we have retained once more 
again this year level 2 black, broad-based black economic empowerment level. Without any much 
waste of time I want to call upon the chief executive officer who’s going to present to us the results 
and then we’ll continue. Thereafter he will hand over to the CFO. 

 

DR FRIEDLAND:  
Thank you. Thank you very much, Jerry. Good morning, ladies and gentlemen, and a warm welcome 
to all of those joining us on the live webcast. I want to echo at the outset what our chairman said and 
extend my personal gratitude and deep appreciation to our executive teams, our management 
teams and all of our staff across our various networks in South Africa, in the United Kingdom and 
Lesotho. We’re able to present these results today because we stand on the shoulders of your very 
hard efforts and incredible achievements. Thank you.  
 
I’m going to take you through a brief overview of our performance in the United Kingdom (UK) and in 
South Africa and then delve into some detail in South Africa and the UK before handing over to our 
chief financial officer, Keith Gibson, who will dissect the numbers in more detail and present the 
outlook for the 2015 financial year. Just a reminder of the types of services we provide across our three 
geographies and more specifically of the comprehensive nature of services we provide in South Africa 
from hospitals to primary care to pre-hospital emergency services, to retail pharmacies, to renal dialysis 
and also training. We’re the largest trainer of nurses and paramedics in the private sector in South 
Africa and as you can see from this slide we trained over 3 400 nurses this year and almost 500 
paramedics. In terms of South Africa we’ve had a very strong demand for healthcare in South Africa. 
We focused on rationalising the business and on operational efficiencies but we remain very 
committed to quality outcomes and driving sustainability within Netcare and growth is a key priority 
for us. In the United Kingdom the economy continues to recover. This has yet to filter through into 
the private medical insurance market. I’m pleased to say that a lot of the distraction and the 
uncertainty around the Competition Commission inquiry in the UK is now something of the past and 
our management teams have really been able to focus on this business for the last six months. Jerry 



mentioned the appointment of Jill Watts. She began last week as the new CEO of GHG. We’re 
delighted that Jill has joined us and is also on the Netcare Board. She comes with enormous 
experience, having been the former CEO of Ramsay Healthcare in the United Kingdom. And whilst 
this past year or so we focused on quality and driving operational efficiencies within GHG we are 
very confident that Jill will be able to drive a very strong growth agenda going forward for General 
Healthcare.  
 
So translating this into our overall numbers, revenue rose by 16.1% for the year to R31.8 billion. You 
can see from the bar chart the relative contribution from South Africa and the United Kingdom, and 
the UK’s contribution somewhat flattered by a weaker Rand currency. EBITDA rose 18.3% and 
pleasingly, at an adjusted headline earnings per share, up 19.5%. You can see that the UK are now 
beginning to contribute 4% of those earnings and as a consequence of these results the Netcare 
Board was able  to declare a final dividend of 48.0 cents, 18.5% up on last year, with a total dividend 
for the year of  80.0 cents.  
 
Whilst the focus of today is on our financial results and numbers, everything  we do in our 
organisation is underpinned by a commitment to quality and specifically the Triple Aim objectives of 
trying and striving to provide the best possible experience for our patients, the best possible clinical 
outcomes in the most cost-effective manner. And I’m very pleased to say that across our three 
geographies we’ve been able to achieve ratings from our patients and their families of between 85 
and 90%. In terms of outcomes we’ve been able to virtually eradicate central line intravenous 
infections in our organisation and significantly reduce ventilator-associated pneumonia. 
 
 In terms of providing cost-effective healthcare, 35% of the patients we treat in the United Kingdom 
are NHS patients at a national tariff, and importantly we’re able to exceed the very stringent quality 
measures imposed on us by the NHS. Earlier this year we spoke about antibiotic stewardship, a 
programme we’ve been rolling out over the last three years in our hospitals, aimed at ensuring the 
rational use of antibiotics. Over the past year this has translated into a 23% reduction in   antibiotic 
costs across our network.  
 
Within the organisation we continually measure and drive ourselves in terms of governance and 
driving sustainability, and in this past year Netcare was named as one of the top six performers on 
the JSE Social Responsibility Investment Index out of 157 companies that participated. We’re also 
part of the Dow Jones Sustainability Index for emerging markets, and in terms of their world index 
we participate in the carbon and water disclosure programmes and became a signatory to the UN 
Global Compact.  
 
Now, turning to South Africa in some more detail, broadly as a Group and then dissecting into 
hospitals and primary care divisions, we’ve had a very strong performance across all of these 
divisions as evidenced by the numbers. We’ve seen increased capacity utilisation and a standout 
feature has been excellent operating leverage. You’ll be aware that the Competition Commission 
launched an inquiry into the private healthcare sector earlier this year. They called for submissions 
from all stakeholders and we made very substantial submissions at the end of October.  
 
Turning to the numbers, importantly we were able to translate a 7.4% rise in revenue into a 13.5% 
rise in EBITDA demonstrating really outstanding leverage within the hospitals and the emergency 
services division. As a result you can see EBITDA margins now widening by 120 basis points in South 
Africa and operating profit margins rising by 130 basis points. Looking at the hospitals more 
specifically, growth in this division has been largely organic. I’m pleased to say that our full week 
occupancy has now increased to 68.9%. This is up by 1.5%. I mentioned a number of the efficiency 
measures we already have in place. We only commissioned 89 new beds this year, 11 in the first half 
and 78 in the second half, mainly in August and September. We converted 65 beds to high demand 



disciplines in surgery, ICU and high care and we have a very strong future growth pipeline that I will 
speak about a bit later. 
 
So looking at the numbers and how this translates an 8.5% rise in revenue essentially from an 
increase in patient days of some 2.6%. Pleasingly price inflation was held at 5.6% and you can see a 
100 basis point increase in the EBITDA margin to 23.1%. Importantly our midday occupancies, 
Monday to Friday, have now increased to 75.0%.  
 
Turning to the Primary Care division, despite a decline in revenue of some 5.2%, management has 
performed an outstanding task in converting this to an EBITDA increase of 18.1%. There are 
enormous efficiencies now coming through that business and you can see EBITDA margins rising from 
7.1 to 8.9%. The transition of our Prime Cure business to a managed healthcare administration model 
is complete. As we now look at the business we believe there are a number of potential growth 
opportunities in this market that we’ll be exploring over the coming years for Primary Care. 
 
Just an example of where we invested our capital this year, particularly in the hospital division, on 
the left hand side of the slide, the expansion of beds and conversion to higher demand beds. An 
indication to you on the right hand side is the extensive number of upgrades we undertake year on 
year to ensure the quality of our facilities and keep upgrading the fabric. I mentioned the strong 
growth pipeline. We’ll be adding 510 beds in 2015 included in the capital expenditure cost of some 
R2 billion. Two brand-new hospitals with empowerment partners, Netcare Polokwane and 
Pinehaven, further brownfield additions to our existing hospitals of some 212 beds. Post-yearend, on 
the 1st of November, we acquired the Ceres Private Hospital in the Western Cape of 28 beds. I’ve 
mentioned before that the relocation of Christiaan Barnard will only be complete in 2016. An artist’s 
impression of the new hospital in Polokwane that will open hopefully towards the end of the next 
financial year as will Netcare Pinehaven Hospital situated in Mogale City on the West Rand. Besides 
our capital investment in buildings and infrastructure we also invest in leading edge technology really 
aimed at improving patient outcomes and ultimately reducing the cost of healthcare.  
 
This year we introduced two Da Vinci Robots pictured here in the slide for you. This is the gold 
standard for prostatic cancer treatment. We launched one in the Cape and one here in Gauteng at 
Waterfall Hospital. We’ve also started introducing the first high definition three-dimensional 
laparoscopic surgery that allows a surgeon to have a full depth of field as he peers down a 
microscope to have a three-dimensional view of the abdomen, increasing the safety and efficacy of 
that operation. At Netcare Union Hospital we’ve begun doing valve repairs through the groin. 
Previously several valve operations were done via open heart surgery resulting in long lengths of 
stay, potential morbidities and complications. We can now do this almost as a day procedure. And 
would you believe at Netcare Milpark and Netcare Sunninghill we’re now using bioresorbable cardiac 
stents for coronary artery disease, the traditional way of treating blocked arteries was to use 
titanium or metal stents. We’re now able to use a bioresorbable stent which avoids all the long-term 
complications associated with metal prostheses in the heart. 
 
A milestone reached at the Netcare Christiaan Barnard Memorial Hospital was doing its 200th 
cardiac transplant this year. Netcare Milpark is not far behind at approximately 150. 
 
I put this slide up because over the last three years we’ve invested an enormous amount of energy 
in developing a sustainability strategy. I think everyone in this room understands the impact of the 
instability of our current power grid. We’ve seen an enormous amount of power outages this year. 
It’s doubled from last year. We’ve seen electricity costs rise by some 160% since 2009 and so we’ve 
been developing a long-term approach and response to this. I’m delighted to announce that we’ve 
secured a half a billion Rand loan from Nedbank Corporate Banking in conjunction with the French 
Development Bank  and I want to thank the Nedbank representatives who are here this morning for 



your efforts in this regard. This will fund more than 150 energy and sustainability projects over the 
next five to seven years and it comes on very favourable terms with a 7% subsidy. One of the 
examples of the projects we’ll be pursuing is that we will convert to what we call solar or photo 
voltaic power at 35 of our hospitals.  We will be installing this in five hospitals in the coming year.  
 
Now, the graph on the right hand side really shows the impact of this programme because we will be 
reducing the total amount of energy consumed as measured in millions of kilowatt hours from 
approximately 240 million kilowatt hours down to 150 million kilowatt hours per annum, over the 
next ten years and this will result in cumulative savings in our forecasted electricity bill of 
approximately R1 billion as seen here in this steep-rising curve on your right hand side. Those are big 
numbers and huge savings so perhaps put differently let’s have a look at this. We’re currently 
spending about R23 000 a year on electricity per bed in Netcare, and if we were to do nothing and 
maintain the status quo that figure would double to R46 000 per bed in 2024. That calculation is 
done on a very conservative basis with the Eskom tariff increasing by 8% per annum till 2018 and we 
already know, ladies and gentlemen, the increase for next year is approximately 12.6% and from 
2019 by 6%. However if we are successful in rolling out the sustainability programme we will save 
approximately R17 000 per bed and our costs will only escalate to approximately R29 000.  
 
We’re very focused on embedding a culture of continuous improvement within Netcare. We 
measure over 307 quality indicators and measures across all of our divisions. This year we were 
able to achieve an improvement on 74% of them. If one looks at the executive balanced scorecards 
in our organisation, quality metrics account for 35% of the weighting. We’ve also trained over 1 
500 of our frontline leaders in the science of quality improvement so they’re able to objectively 
and accurately assess and measure quality and outcomes in our organisation. We’ve spent a lot of 
time over the last three years driving engagement with our colleagues, our physicians, our specialists 
and our surgeons and doctors in our emergency units to ensure that they too are reviewing data, 
participating in peer reviews and in mortality and morbidity meetings.  
 
I needn’t remind anyone in this room of the scourge of Ebola that has crippled much of West Africa 
and as of last week some 15 000 cases had been reported with more than 5 000 people 
succumbing to the illness. Netcare has been playing, and continues to play, a leading role locally in 
preventing the spread of Ebola to South Africa. We’ve been working in close collaboration with the 
Department of Health, the National Institute of Communicable Diseases and South Africa’s military 
services in developing very specific policies and procedures to combat the spread to South Africa. 
We’ve also been training personnel across the country and have invested in purchasing mobile 
isolation units for our wards and specific transport isolation units as well. We have a policy within 
Netcare that we screen every single patient coming into our hospitals or our casualty centres who 
has a travel history in the last 30 days of having travelled to or from Africa. I can tell you, as of this 
morning we’ve screened 922 patients. And finally Netcare answered the global call to help and 
assist governments in West Africa to combat this disease and you’ll see in this picture that we 
donated four fully equipped ambulances to the government of Liberia.  
 
As Jerry mentioned we were privileged to receive a number of accolades this year recognising 
service excellence. Some of our individual hospitals’ employment criteria and policies, the fact that 
we are the most empowered company within the healthcare sector but more than that our 
diversity in terms of gender parity and our contribution to job creation and skills development.  
 
I want to end with this slide on South Africa and just talk about the Competition Commission. 
We’ve made comprehensive submissions to the Competition Commission that has been informed 
by independent research. One of the interesting pieces of research that we conducted, we 
engaged outside actuaries and consultants to do this, was to look at hospital expenditure over the 
last 13 years and to try to understand what the drivers of hospital expenditure are. As you can see 



there are effectively two drivers, one is price and the other utilisation. Price accounts for some 
50% to 60% and utilisation some 41%. But ladies and gentlemen, what is very interesting here is, if 
we now dissect this further, you can see that inflation is really responsible for 88% of the price 
escalation since 2000, and real price increases, by Netcare specifically, are only 12% over the 
period. If one looks at the blue part of the graph in utilisation, new membership growth has been 
responsible for some 40% of utilisation and the remaining 60% of utilisation is really because of the 
increased burden of disease and the aging of the population that access or are admitted to our 
hospitals. And this is a very important piece of research because it effectively debunks two myths 
that are currently being promulgated: one, that there’s been no growth in the medical aid market. 
Well, you can see from this study that more than 2 million lives have come onto the market since 
2000. And secondly, the other myth that hospital providers have driven up the costs of hospital 
expenditure, and you can see very clearly in terms of Netcare’s numbers, we’ve only been 
responsible for a real price increase of some 8.2% over this 13 year period. 
 
I want to turn now to the United Kingdom and before I begin I acknowledge, as we mentioned, that 
Jill Watts was coming on board and has joined us since last Monday as our new CEO. We 
acknowledge Steven Collier who decided to step down. Steven Collier was loyal servant of GHG for 
some 32 years and I want to pay particular tribute to him for the last three years when he was the 
CEO of GHG and led General Healthcare through some very turbulent and uncertain times through 
the Competition Commission, so thank you, Steven, for your enormous contribution. In terms of 
the performance in the United Kingdom it’s been a good performance in a very challenging market. 
Over the last six months, with the Competition Commission behind us, our management team has 
now been able to focus on operational efficiencies and quality outcomes.  
 
We are unfortunately beset by clinical staff vacancies. It’s tended to increase our agency spend and 
impacted on our numbers. This is becoming an industry-wide phenomenon. And also to announce 
in line with our strategy of focusing on our core operations, we closed four sites during the year. So 
looking at the numbers, revenue rose by some 4.5%, bearing in mind that inflation, or CPI in the 
United Kingdom, is only 2 or 2.1%.What you will see in this, is that management have still been 
able to achieve operational leverage at the EBITDA line whether you look at it before the PropCo 
rental or before exceptional items that were unavoidable due to the Competition Commission or 
site closures, or even thereafter. One can see from this very simply, there is opportunity to grow 
the EBITDA margin and quantum in the absence of those non-recurring costs.  
 
As we showed you in South Africa, here is a view of where we spent capital in the United Kingdom 
on expanding and also on upgrades. You’ll see the emphasis here in the United Kingdom has been 
on imaging equipment and endoscopy suites and ultrasound suites and cat scanners and MRIs.  
 
Now, before handing over to Keith to take us through the financial numbers, I just want us to step 
back a bit and look at what has happened to the UK market and the impact to General Healthcare 
as a consequence of what might happen going forward. I say this, ladies and gentlemen, because I 
believe we’ve reached an inflection point in the United Kingdom where we are poised to see, 
hopefully, significant growth. That growth may come from the NHS as you will see now and greater 
outsourcing to the private sector; alternatively it may come from resurgence in the PMI market or 
a combination of both. So looking at this slide it demonstrates the performance of the private 
medical insurance market in the United Kingdom since 1995.What is of particular interest is to see 
that since 2008 and the recession, you can see the fall-off of about 10% of lives eroded from this 
market. As a consequence of that we can see that PMI within GHG or BMI has declined from 67% 
of cases down to 52%. Fortunately we’ve been able to re-engineer the business   and take on state 
work, or NHS work, and you can see that NHS work is now rising, risen from 20% to 35%, so there’s 
been a structural change in the case load mix in the United Kingdom and credit to our 
management team in the UK; they’ve still been able to continue to grow the business and grow 



case load through this challenging period.  
But this next graph is instructive and informative of what’s really happening or has happened in 
the United Kingdom and what might happen going forward. This graph really demonstrates the 
relationship between GDP growth and decline, PMI growth and decline and NHS spending. In green 
here you can see GDP since 1986 declined post-2008 and if we now overlay that graph with PMI 
growth you can see that it virtually matches GDP growth and also declined in recessionary periods 
except for this period over here. If we now overlay NHS spending you can see that in this period of 
2000 to 2006, PMI was suppressed in the United Kingdom notwithstanding a growth in the 
economy, but you only have to look at the NHS spending during that period, during Tony Blair’s 
tenure, of an average real growth of some 8.4%. And so effectively what we saw from 2000 to 
2005 was this huge investment in the NHS and improvement of the quality of the services, of the 
fabric, and a diminishment of the PMI offering and you can see how PMI was impacted.  
 
If we move beyond that what we can see in this graph is how PMI has been impacted during the 
recession, but significantly now as we come out of recession and the economy begins to grow in 
the United Kingdom the key question is, will PMI follow that growth. Our view within Netcare is it 
will, because the NHS spending is on the decline despite enormous growth in demand for patient 
services. Have a look at this next slide. Here is an example of what’s happened in the United 
Kingdom since 1993 in terms of the burden of disease, not dissimilar to our situation in South 
Africa where this has driven high utilisation particularly of hospitals. And importantly look at the 
forecasts on the left hand side of population growth and aging in the United Kingdom.  Population 
is set to grow by some 15% but not from new births, mainly from an aging population that drives 
healthcare utilisation and demand.  
 
If we now look at the funding situation in the United Kingdom we’re currently spending £106 
billion per year, forecast to increase by 2.0% to £121 billion. But if we take into account that the 
underlying demand is 5.5%, the funding requirement for the NHS is approximately £161 billion and 
so this funding gap really begs the question of whether the private sector will be able to benefit 
from the potential increase in outsourcing by the NHS.Our view is that the value proposition of the 
NHS in the United Kingdom is under considerable strain at the moment and so we are well-poised 
to be able to either do more work for the NHS or see a resurgence in PMI that can drive growth 
going forward. 
 
I’m going to hand over to Keith Gibson to take us through the financial numbers. 
 
MR GIBSON: Thank you, Richard, and good morning, ladies and gentlemen. Let’s now turn our 
attention to the audited Group results for the financial year ended 30 September 2014. By way of 
overview, the operational leverage that Richard has touched on, delivered by the business units , 
has translated itself into a strong set of financial results for the 2014 reporting year. The SA 
business continues to perform well while the UK business has had to absorb some significant and 
unavoidable non-recurring costs which have impacted on what has been an otherwise credible 
trading performance.  
 
The Group is able to report a strong balance sheet at September 2014 which is underpinned by 
very good cash generation which has been a particular highlight of our 2014 financial performance. 
Now, in order to contextualise the results there are a couple of factors that I need to draw to your 
attention to ensure that there is an appropriate understanding of the outcomes. There are three 
factors that I need to speak to and they are the impact of changes in certain accounting standards, 
the impact of foreign currency and then lastly the effect of the deconsolidation of the GHG 
Property  Businesses which took effect in the 2013 financial year.  
 
Just covering each one of these points in a little more detail, during the course of the 2014 



financial year the Netcare Group adopted a number of new and amended international financial 
reporting standards. These statements did not have a material impact on either the Group income 
statement or the Group statement of financial position and full disclosure on this matter is 
contained in the notes to the financial statements. Now, the most pertinent of these statements 
are IFRS11 and IAS19. IFRS11 is joint arrangements and that requires that our investments in joint 
ventures should now be equity accounted as opposed to being proportionately consolidated. IAS19 
deals with employee benefits and it relates largely to matters relating to the measurement of 
interest costs on our defined benefit pension scheme which are now recognised in other 
comprehensive income.  In accordance with the accounting rules, because these statements 
require retrospective application, I must highlight that the 2013 results have been accordingly 
restated.  
 
Secondly if we look at the impact of currency on our results we note that the Rand has continued 
to weaken quite significantly against the Pound during the course of 2014 and the average 
exchange rate at which we convert items of income and expenditure has weakened by 21% during 
the course of the year to R17.49 for 2014 as compared to R14.43 for the 2013 results. The closing 
exchange rate at the end of September has weakened by 13% to R18.29 as compared to R16.22 
one year earlier. 
 
Thirdly I’m sure that by now you are all aware of the effect of the deconsolidation of the GHG 
Property Businesses which was recognised in our 2013 results. A non-recurring, non-cash profit of 
R3.2 billion arose on this deconsolidation and that was recognised in our 2013 income statement 
but clearly this profit does not repeat in the 2014 financial year. The deconsolidation has also had a 
structural impact and affected certain individual line items within the Group income statement. 
Whilst there’s not been a significant net impact on profits it does mean that a meaningful like-for-
like comparison on certain line items in the income statement is not possible without some further 
elaboration. I’m going to talk you through that in more detail as I unpack the results, but broadly 
speaking what’s happened is that the rental that the BMI OpCo pays to the GHG Property 
Businesses which previously used to eliminate on consolidation is now a real charge against the 
profits of the business. However this has been broadly offset by the fact that we no longer 
recognise the depreciation and interest charges of the GHG Property Businesses within the Group 
income statement. Now, because the deconsolidation took place on the 16th of November 2012 
it’s important to appreciate that the 2013 result is something of a hybrid of a fully consolidated UK  
OpCo and PropCo for the first one and a half months of 2013 and a fully deconsolidated PropCo for 
the remainder of the year.  
 
So let’s take a look now at the Group income statement for the financial year ended 30 September 
2014. You see Group revenues amounted to R31.8 billion and grew by 16.1% over the 2013 result. 
Both the South African business and the UK business were successful in growing their top lines in 
their respective local currencies. EBITDA before GHG PropCo rent amounts to R6.9 billion and has 
grown by 18.3% over the 2013 result. However that result has been achieved after absorbing 
significant non-recurring costs amounting to R176 million in 2014 as compared to R55 million in 
2013. Excluding these non-recurring costs the effective rate of increase of EBITDA year-on-year 
exceeds 20%.  
 
Now, the next line items here in the dotted red box have been structurally affected by the GHG 
deconsolidation. The rentals that we paid to the GHG PropCos have amounted to approximately 
R2.5 billion for the 2014 financial year as compared to R1.7 billion in 2013. However the 2013 
rental represents only the ten and a half months post the deconsolidation and would’ve been 
approximately R2 billion on a pro forma like for like basis.  
 
Our reported EBITDA for the 2014 financial year amounts to R4.4 billion. However again from an 



operational perspective on a like-for-like basis if we equalise the rental periods and measure this 
before the non-recurring costs the Group reported EBITDA has grown from R3.9 billion in 
September 2013 to R4.6 billion in 2014 which is an underlying increase of 18.5%. There’s been a 
substantial reduction in the net financial expenses of the business reducing from R653 million in 
2013 to R431 million in 2014 and as I mentioned this has benefited from the deconsolidation. 
Moving now below the dotted red box and back on a like-for-like footing, profit before taxation for 
the year of R2.9 billion represents year-on-year growth for the business of 19.1%. The final bottom 
line profit after taxation of R2.1 billion compares against R1.8 billion in the 2013 year which is a 
very healthy increase of 16.9% year-on-year and as I will soon show this translates into an increase 
in the Group adjusted headline earning per share of 19.5% year–on-year. If we have a look at our 
results in constant currency terms you’ll see  that the significant weakening of the rand against the 
pound has added approximately R2.7 billion to the revenue line and some R637 million to the 
EBITDA before the GHG PropCo rentals. However taking the currency conversion impacts and 
setting them aside I think it’s important to appreciate the fact that the Group has been successful 
in translating a constant currency increase in revenue of 6.1% into a constant currency increase in 
EBITDA before GHG PropCo rentals of 9.3%.  
 
The Group adjusted headline earnings per share has increased by 17.5% year-on-year to 158.2 
cents for 2014. This is underpinned by an increase of 12.9% from the South African operations and 
the UK operations, having had to absorb the significant and unavoidable non-recurring costs, had 
their contribution to the HEPS line fall just short of the break even mark.  
 
Now, we also report an adjusted HEPS figure because we believe this to be a better measure of 
sustainable earnings and on an adjusted HEPS basis the Group has increased by 19.5% year-on-year 
to an adjusted HEPS of 167.8 cents. This is underpinned by a 15.4% increase from the South African 
operations and very pleasingly the UK has made a positive and growing contribution once we 
exclude the effect of the non-recurring costs. The two graphs on the right demonstrate that there 
has been steady and consistent growth in the adjusted HEPS of both the South African operations 
and also the Group, demonstrating a compound annual growth rate over the last three years of 
15.1% and 21.8% respectively.  
 
If we have a look now at the Group statement of financial position we can see that total assets of 
the Group have increased to R26.7 billion as compared to R23.8 billion at September 2013. 
Currency conversion has added over R1.5 billion to the asset base. The Group has continued to 
invest in the infrastructure in its facilities both locally and abroad and capex for the year has 
totaled approximately R2 billion of which approximately R1.2 billion was spent by the SA 
operations and almost R800 million was invested in the UK. I’m also able to report that working 
capital remains well controlled across the Group.  
 
If we then have a look at the equity and liability section of the balance sheet we see that total 
shareholders’ equity has increased by approximately R1.8 billion year-on-year with currency 
conversion accounting for about R700 million of that growth and the balance of the increase has 
come through profits, net of dividends. The Group has also improved its leverage as measured by 
net debt to EBITDA to 1.1 times and interest cover at a Group level has improved once again from 
6.4 times to 9.2 times in the current year. I think all of these factors in the matrix, point to the 
underlying strength of the Group balance sheet.  
 
Let’s have a look now at our debt levels in our respective geographies. We can see that the gross 
debt of the South African operations at just under R3.6 billion at September 2014, has shown a 
reduction of approximately R300 million against the gross debt levels outstanding at September 
2013. Our net debt at the end of the year fell just short of the R3 billion mark and I’m very pleased 
to advise that this is the lowest level of debt outstanding by this business in over a decade.  



Cash generation has been very strong, increasing by 19.3% year-on-year and the business has 
achieved a cash conversion ratio of 98%.These strong cash flows have allowed a de-gearing of the 
net debt level of approximately R250 million year-on-year notwithstanding the fact that as a South 
African business we have spent a cumulative R783 million more in 2014 on combined tax, 
dividends and capital expenditure.  
 
The cost of debt has increased to 7.9%. That corresponds with the rising interest rate environment 
in which we find ourselves with lending rates increasing by a cumulative 75 basis points during the 
course of the year under review. Our interest cover remains very healthy at 24.3 times and as you 
can see Netcare has unutilised debt facilities available to it, of approximately R5 billion and we 
therefore have more than adequate flexibility to manage our future capital needs.  
The last comment on this slide, and although it falls beyond the date of our 2014 reporting period, 
I am very pleased to recognise that we’ve been able to partner with Nedbank Corporate Banking 
and the French Development Agency in securing a seven year R500 million loan facility which will 
be used to fund sustainability and energy efficiency projects during the course of 2015 and 
subsequent years.  
 
I’d like to illustrate in this slide the impact of the improving leverage in the South African business. 
The net debt of the South African business has displayed a decreasing profile over the course of 
the past five years. During the same period Netcare has been able to deliver a consistent 
improvement in its EBITDA and the result is that the leverage as reflected by the net debt to 
EBITDA ratio has shown a steady improvement such that at September 2014, the outstanding net 
debt is equivalent to approximately 80% of a full year’s EBITDA.  
 
Let’s now have a look at the debt of the BMI OpCo in the UK and we see that the gross debt has 
increased from £156.0 million at September 2013 to a £168.9 million at September 2014. However 
the business is sitting on approximately £9 million more cash on hand and this is a result of 
excellent working capital management in the UK with our debtors sitting at record lows by the 
yearend. The business has successfully complied with all its debt covenants during the course of 
the year with more than comfortable levels of headroom. The refinanced debt structure that was 
concluded in August 2013 has been in place for the full financial year at a cost of debt of 6.9%. My 
last comment on this slide is that in October 2014 the business has repaid a maturing debt tranche 
amounting to £24 million.  
Although it’s no longer consolidated I think it is appropriate for me to provide an update on the 
status of the GHG PropCo 1 debt. The Board of directors of GHG PropCo 1 has been actively 
engaged in discussions with the lender groupings since late 2012 in order to find a sensible and 
structured solution to the GHG PropCo 1 debt facility. This has been a very complex and a very 
time-consuming process and it’s exacerbated by the large number of parties involved across the 
lender grouping. These comprise the juniors, the seniors and the swap counterparties. The current 
maturity date now sits on 15 January 2015 having been extended on five separate occasions from 
the original maturity date of 15 October 2013. All of these extensions of the date have been 
achieved by consensus on the basis that the creditors have been comfortable with the rate that 
progress has been achieved in the discussions that are taking place behind closed doors. The 
current maturity date of 15 January 2015 does allow the master servicer in conjunction with a 
majority of the senior lenders to pull that date forward to 2 December 2014 in the event that they 
deem that insufficient progress is being made in finalising the restructure. And a last point on this 
slide and I just want to reiterate that the debt in the GHG PropCo 1 is completely ring-fenced from 
our other UK businesses and is also without recourse to Netcare or its South African operations.  
 
So that concludes the review of the year that’s just passed, let’s turn our attention now to our 
views on the year ahead. We expect the demand for private hospital services in South Africa to 
remain strong and Netcare is going to continue its focus on operational efficiency programmes that 



focus on optimising our systems, our processes and our internal synergies. We’ve got a very strong 
growth pipeline for both 2015 and beyond with the 510 new beds that are going to come on-
stream during the course of the 2015 year representing an excess of 5% of our current number of 
registered beds. And with regard to capex spend we expect to spend approximately R2 billion in the 
year ahead in expanding our facilities and extending our national footprint to meet the demand for 
private healthcare. In addition to this we’re also going to invest substantially in energy efficiency and 
sustainability initiatives in the years ahead.  
 
Turning to the UK the private healthcare market in the UK is underpinned by some very strong 
demand drivers and as the economic recovery in the UK begins to gain traction and as the effects 
of NHS budgetary constraints begin to emerge, we do expect the PMI market to ultimately return 
to growth. We also expect that the NHS will contract out more work to the private sector and BMI 
has got sufficient existing capacity to meet this growth and demand. And lastly the UK business will 
continue to invest in its facilities and we anticipate that they will spend approximately £40 million 
of capex in the year ahead. I’d just like to take this opportunity to thank my finance and accounting 
colleagues throughout the Group for their extensive efforts in ensuring that we could produce this 
set of financial results and also the related presentation materials. I thank you all for your 
attendance and for your attention and I’m now going to hand back to our chairman. Thank you, 
Jerry. 
 
MR VILAKAZI:  Thank you, Keith.  We’ve completed the presentation at this stage. I’m going to 
open up for any questions for clarity at this point. If anybody wants to raise a question just 
indicate. We’ve got some mics. We’ll give you a mic and take your question. As always we have the 
executive team, Richard as well as Keith, and the entire team will be available to take questions 
outside the session.  
 
MR MAQUBELA: I’m Lonwabo Maqubela from Perpetua Investment Managers. My question is that 
over the past, I guess, maybe five years or so you’ve obviously had the benefit of capacity utilisation 
increasing and it would look like if you look at the midweek numbers that you’re reaching potentially 
the top end of that. It would seem as though in order to,   over the next five years, recuperate some 
kind of price increases, particularly if you take into account the depreciation in the currency and your 
marginal capex has been spent on equipment, that’s obviously becoming more expensive, more 
technical, and arguably you would have to recover it in the pricing and I would be interested to hear 
your views on that. 

 

MR VILAKAZI: Okay, just repeat your name and the name of the company.  

 

MR WALKER: Evan Walker from 36ONE Asset Management. Just a quick reconciliation between slide 
93 and 86 on the net financial expenses for BMI, there’s approximately a £5 million differential 
between the two slides. And then secondly just to give us some indication if the BMI OpCo debt, the 
interest rates at these current levels can be renegotiated downwards and if there’s any opportunity 
to bring that interest charge down in the forthcoming years. Then on BMI again, just the potential 
capex expenditure for the year ahead. Thank you. 

 
 

MR WALLACE: Hi, Douglas Wallace from Visio Capital. I think my question is related to the previous 
question. Just could you confirm the excess capacity that exists in the UK given that you’ve had 
such a huge volume in case loads in the current year? 

 

MR VILAKAZI: All right. I’ll pause here. Is there another one? Can I quickly take one question, fourth 
question? Thank you. I’ll pause here and then allow the team to respond. Melanie Da Costa is going 
to respond. She is our director for corporate strategy but also very extensively involved in the pricing 
issues in the UK as well as here in South Africa. 

 



MS DA COSTA: With respect to the first question about capacity utilisation and maybe you could just 
embellish on the question if I didn’t fully understand. The first thing I want to share with you is that 
there’s a significant level of seasonality in the business, so we’ve got a lot of seasonality by the day 
of the week and by the day of the month. What we shared with you was the average occupancy in 
the course of the year, but there’s still significant opportunity within the portfolio and, maybe we 
can elaborate on that. Within the portfolio we still feel there’s quite a bit of opportunity and we 
continue to invest,  you’ve seen the pipeline where there’s a shortage of capacity and where we feel 
there’s greater opportunity, we continue to invest. Further on the extraction of margins as a result, 
we have a lot of efficiency programmes which we’ve implemented over the last while and in truth 
we believe that there is still more opportunity. I hope that answers that question. 

 

MR VILAKAZI: Okay. 
 

MR GIBSON: Thank you. I hope I’ve remembered all your questions but I will attempt to answer them 
all. Firstly the question, just the reconciliation of the net financial expenses between the two slides is 
that the full income statement in the second slide is a cost including fair value adjustments related to 
swaps, etcetera and that will account for the bulk of the difference. The second question relates to 
the opportunity to bring the interest costs down within the UK. We did successfully complete a 
restructuring of our debt in August 2013 so those rates are negotiated and placed. The margins are 
there. So if we stick with the existing facilities though those interest rates will be as is. Obviously 
should the business decide that they want to renegotiate any facilities, further opportunities may 
exist but certainly what we are saying is there are packages in place for the year ahead. Just the 
question on the occupancy and the capex spend, I did allude to the capex spend being approximately 
£40 million for the year ahead and I’ll hand over to Richard to deal with the occupancy questions. 

 

DR FRIEDLAND: I think, Douglas, if I understood you, the current occupancy in the United Kingdom is 
still at 50%.We have seen rises in case loads over the last few years but as we pointed out in the slide 
which had a lot of detail, so apologies for that, caseloads over the last year have been flat. We’ve 
seen a decline in PMI but we’ve seen a 9.8% increase in NHS volumes. Therefore we still have a lot of 
capacity. We’ve seen lengths of stay come down and a move towards more day cases in the United 
Kingdom. Part of our strategy is to build the more complex higher acuity work. I hope that answers 
the question. 

 

MR VILAKAZI: Thank you. I don’t know whether there are any further questions. I will take the last 
round if there are still any questions, and as indicated we do have an opportunity to interact after 
the session.  

 

SPEAKER: Simon Mather from Barclays has asked: What is our current occupancy rate in the UK 
which we’ve just answered. 

 
SPEAKER: He goes on to say: To what extent can we strip out costs in that area. 
 
Beverley from Momentum Asset Management asked: What are treasury’s plans for the R1 billion NTC 
13 maturing at the end of January 2015 and the other R1 billion maturing at the end of July 2015 for 
the NTC 15 bond.  
 
And Simon Mather again from Barclays asked: Any comment on the Sunday Times article published 
yesterday regarding the restructure of the PropCo please. 

 

DR FRIEDLAND: I’ll take the first part. I think, Simon, I’ve already answered the issue around 
occupancy. The second question, are there any further costs to come out of the United Kingdom, we 
have very strong and well-developed restructuring programmes in the United Kingdom and we do 
believe there are further efficiencies to come out of that business but clearly we are also focused  on 
growing that business and particularly with Jill Watts joining us. This is not purely about efficiencies 
and quality. It is now building that network. I’m going to hand over to Keith and perhaps you can 



answer the questions on the debt maturity. 
 

MR GIBSON: Thank you. With regard to the question on the debt maturity of the R1 billion DMT 
Note, that is maturing next year, this is part of Netcare’s general pool of funds. It is something that 
we will refinance in the ordinary course of business. We have a number of options available to us 
either through the DMT Note programme or through other facilities. Thank you. 

 

MR VILAKAZI: Thank you, Keith. You’ve got another question.  

 
DR FRIEDLAND: We saw that article come through late last night. We’ve nothing further to comment 
other than what you’ve seen in the presentation today. Thank you. 

 

MR VILAKAZI: Okay, thank you. Let me take this opportunity to thank everybody and you are 
welcome to still engage if you have more questions and thanks to everybody for having come. To our 
empowerment partner, Godfrey, it’s a pleasure to see you again as our partner at Polokwane, the 
project that you saw is being developed. He leads our empowerment partners there and we are 
pleased to have him here. I didn’t see Dr Rampedi this morning, Jackie, if he’s in here, thank you. You 
are welcome to join us for refreshments and thanks, everybody, those on the podcast, thanks a lot. 
We appreciate you joining us. Thank you. 

 

END OF PRESENTATION 


	FINANCIAL RESULTS PRESENTATION ON 24 NOVEMBER 2014
	END OF PRESENTATION

