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Good morning ladies and gentleman and welcome to Netcare’s annual results presentation. I would 
like to welcome Mr Meyer Kahn, the chairman of Netcare Limited, other board members and 
members of the executive here this morning. Also a very warm welcome to Jill Watts, CEO of 
General Healthcare in the United Kingdom, and her newly appointed Chief Financial Officer Henry 
Davies, who joins us today. 

At the outset of this presentation I really want to pay tribute to the incredible efforts and hard work 
of our management teams across Southern Africa, and also to our teams in the United Kingdom, for 
your sterling efforts in producing these results, thus allowing us to stand here and present to you 
this morning. 

In terms of our presentation format, I’m going to give some commentary on our Group results and 
then delve in more detail into the operational performances in South Africa. We will then call upon 
Jill to talk to the United Kingdom and its financial performance, and finally Keith Gibson our Chief 
Financial Officer to talk you through our financial performance and give guidance for 2016.  

This is the reception area of our newly built hospital in Polokwane, Limpopo. A 200 bed facility and I 
will talk to this a bit later. In terms of our overall performance, we have had very good operating 
performance across all of our divisions in South Africa and the United Kingdom.  

It’s been a particularly busy year in South Africa. We’ve commissioned 584 beds this year, increasing 
our capacity by 6.1%.We opened 2 new hospitals in September, both of which are expected to 
meaningfully contribute to growth in 2016 and beyond. Equally in the United Kingdom, for different 
reasons, it’s been an extremely busy year. We’ve on-boarded a new senior management team, 
completed a very significant restructuring programme that began some 18 months ago in March of 
2014, and the United Kingdom has also experienced significant growth from NHS funded patients. 

The stand out feature of all of our divisions is that we have been able to achieve margin expansion 
due to embedded efficiency programs in South Africa and as a result of the restructuring programme 
that we undertook in the United Kingdom. In the United Kingdom this has assisted in offsetting the 
impact of lower revenue per case from NHS funded patients. Our quality strategy underpins all that 
we do and we continue to focus on improving clinical quality and outcomes across our business 
units. 

Looking now at our network, this includes 113 hospitals comprising 13 206 hospital beds across the 
United Kingdom and Southern Africa and 95 primary healthcare facilities. In addition, in South Africa, 
83 retail pharmacies, 59 renal dialysis facilities or centres, 85 Netcare 911 emergency bases and 7 
Netcare training colleges. More important than the assets that we own and manage, are our people. 
We are very fortunate across all of these geographies to employ more than 28 000 employees.  

Now turning to our financial performance, these two bar charts really describe the revenue and 
earnings split between South Africa and the United Kingdom. As you can see on the left hand side 
revenue contribution is approximately equal in both geographies. Because of the very different 
capital structures in South Africa and the United Kingdom most of our earnings are derived, as you 
can see on the right hand side, from South Africa. 



Group revenue rose by 6.1% to R33.7 billion for the year. EBITDA rose pleasingly by 13.1% to R4.9 
billion, and importantly in percentage terms, more than twice that of revenue, demonstrating the 
enormous operating leverage we have in our organisation. As a result, adjusted headline earnings 
per share rose 12.6% to 189.0 cents, and our Board was able to declare a final dividend of 54.0 cents 
up 12.5% from the same period last year. Combined with our interim dividend of 38.0 cents, we 
were able to declare total dividends of 92.0 cents. That’s a 15% increase on the same period last 
year. Our quality strategy is based on the triple aim objectives which provide the best patient 
experience and the best outcomes in the most cost effective way.  

We have very comprehensive quality leadership programmes embedded throughout our 
organisation and at each presentation we try and showcase elements of this to you. Today we would 
like to demonstrate our commitment to engaging with all of our patients on a daily basis throughout 
our different divisions. If you look here on the left hand side at the top you will see that in the 
hospital division in South Africa, we surveyed over 275 000 patients last year. That’s almost 1 in 
every 2 patients seen, and achieved an overall rating of 8.62 out of 10. Similarly BMI in the United 
Kingdom achieved 98.1% for their patient satisfaction score. I would also like to acknowledge Dr 
Dena van den Bergh, who is our director of quality leadership in Netcare. She has just been awarded 
Discovery Health’s first ever Lifetime achievement award for outstanding leadership in quality 
improvement. Well done, Dena. 

Turning now in more detail to the operational performance in South Africa. Again just to highlight, 
our network consists of 57 hospitals and over 10 400 beds. Just under 10 000 of those are based in 
South Africa. Importantly, you can see here on the right hand side, this past year we have trained 
nearly 4 000 nurses and paramedics throughout South Africa. Ladies and gentleman this represents 
the largest programme for training healthcare professionals in the private sector in South Africa, and 
is testimony to Netcare’s commitment to skills development and also to sustaining the provision of 
healthcare in South Africa.  

Looking at our trading performance for the Group in South Africa. Revenue rose by 6.2% in line with 
historic pricing trends. Pleasingly EBITDA was up 9.8% to R3.9 billion, and our margins improved 
some 70 basis points to 22.8 %. We did see a decline in volumes in the 4th quarter of the financial 
year and I will talk to that in some detail in the following slides. 

Unpacking the detail of our hospital and emergency services. We commissioned 584 beds this year 
up from our original guidance last year and at mid-year of 510 beds. This added 6.1% growth and we 
now have 9 996 beds in South Africa. 75% of these new beds came on stream in September and had 
very little impact on our financial year. We expect them to meaningfully contribute to growth in 
2016 and beyond. As a result of this new capacity, our weekday occupancy has dropped by 1.2% to 
73.8% and our full week occupancies declined by 1.1% to 67.8%. 154 doctors and specialists joined 
our network, 78 in our existing facilities and 76 in our 2 new hospitals. 

Disappointingly, our patient day growth for the year was 0.2% due to a poor performance in one of 
our regions in the last quarter of last year. I will speak to that in detail in the next slide. Despite that, 
we had good margin expansion, essentially from our embedded efficiency programs. 

Turning to the financial performance in our hospitals and emergency services. Revenue per patient 
day was up 6%. For the first three quarters of the year we grew patient days by 1.7%, but as 
mentioned, in the Gauteng North East region which includes Pretoria and Rustenburg, we saw a 
falloff in patient days. This region was impacted by three new competitor hospitals. Pleasingly in the 



period post year-end our patient day growth is well above 2%. I’ve shown you the margin 
improvement from 23.1% to 23.8%.  

Now, over the last five years, as a result of these established efficiency programs, Netcare has 
consistently been able to grow EBITDA more than the underlying revenue growth. In fact, 
compounded annual growth in revenue has been about 7.5% over the last five years as compared to 
a compounded annual growth in EBITDA of 11% for the same period. If you look at this green line, it 
demonstrates that we have really been able to increase EBITDA margins by some 290 basis points 
over the past five years as a result of these efficiency programs. 

In past presentations, we have been able to show you progress in the construction of our facilities 
and I’m pleased to show you the finished products here today. This is our 200 bed Netcare Pholoso 
hospital in Polokwane in Limpopo. It has been built in conjunction with our empowerment partner 
Pholoso and I’m delighted to welcome the Chairman of Pholoso Holdings, Godfrey Phakoago, who is 
here today. Welcome Godfrey to this presentation. Given the demand in this area, we expect 
occupancy to achieve approximately 50% by the end of the first year. These are some pictures of the 
inside of the hospital. This is another view of the reception area, delivery room in our maternity 
ward, one of our state of the art theatres, the paediatric ward and the cardiac catheterisation 
laboratory.  

This is Netcare Pinehaven hospital on the West Rand in Mogale City. Again due to the underlying 
demand in this area we expect to reach occupancies of 50% by the end of its first year. This is a view 
of the foyer leading off the reception, one of the surgical wards, state of the art ICU and isolation 
facilities within the hospital. 

This is an artistic impression of the new Christiaan Barnard Memorial Hospital. It will open on the 3rd 
of December 2016 to coincide with the 49th anniversary of the first heart transplant at Groote 
Schuur. These are pictures of the actual building and if you look here on the right, this is what faces 
the highway. This is the back end of the hospital. This building is known as the Chevron Building, 
abutting the hospital, and we will be leasing the full 10 000 square meters, given the demand by 
Doctors and Allied Healthcare professionals to work within this facility.  

Turning lastly to Primary Care. We have had an excellent performance in the Primary Care division 
with revenue growing at 6.2%. Demand was stable even though we experienced a very mild winter 
season. We opened one new Medicross centre in Brakpan on the East Rand. Pleasingly this division 
showed exceptional operating leverage, growing its EBITDA by 13.3% to R111 million.  

And finally some comments on the outlook for South Africa. We expect higher demand and growth 
across our network of services in 2016. We have plenty of opportunity to leverage off our existing 
capacity and to pursue our target in investments for growth. We want to consolidate the 584 beds 
that we have recently commissioned. We will be opening at least 44 new beds as well as investing in 
our new Netcare Christiaan Barnard Memorial Hospital. We will also be investing in a substantial 
expansion at Netcare Milpark Hospital. We have spoken about our long term efficiency programs 
many times in the past. We are going to continue those and hopefully add to them in the second half 
of next year.  

Ladies and gentleman that concludes my side of the presentation, I’m going to ask Jill to take us 
through the United Kingdom. Thank you. 

Jill Watts 



Thank you Richard. Good morning everybody. BMI Healthcare remains the largest private hospital 
group in the UK. We have a wide footprint that ranges from Aberdeen in the north of Scotland down 
to the south coast of England and across to the west coast of Wales. The portfolio is made up of 56 
hospitals, three clinics, 2 785 beds. We now have 32 cancer units across the country, 7 439 
employees, and 90% of the population is within 60 minutes of a BMI hospital. 

Over the past year BMI has delivered a much improved trading performance. I am pleased to say 
that we now have a new executive team fully on board.  

While the UK economy continues to improve this is yet to translate into overall growth for the 
private medical insurance market. The insured market continues to face challenges of declining 
subscriber numbers and insurers continue to actively manage their costs through stringent claims 
management, directional products and a continual shift of overnight patients to day and outpatient 
services. Despite the on-going challenges that healthcare has faced in the UK, BMI has seen a 2.3% 
increase in in-patient and day procedures. The private decline that we have seen has been counter 
balanced with strong growth in National Health Service activity. While this growth is a positive for 
the UK and has counter balanced some of the private declines, it is certainly putting pressure on 
margins. Over the year our NHS activity increased by 13.5% mainly driven by the patient choice 
agenda, which is now firmly embedded in the UK system, but also due to spot work and assisting 
some of the NHS trust to cope with the capacity constraints that they have. NHS activity now 
equates to close to 40% of the UK activity. 

Our self-pay work rose by 3.5% and we enjoyed an increased level of Self-pay activity in the second 
half, rising to 6.6%. This helped to mitigate the trends that we are seeing in terms of shifting payor 
mix which is impacting on the overall revenue per case. There has been a major focus across the 
business in terms of operational and process efficiency programs. 

Looking at the UK financial results. Despite case load growth of 2.3%, revenue remained flat due to 
the impact of the changing case mix and the decline in other corporate revenues. Before non-
recurring items EBITDA was £64 million. A 22.6% increase on last year’s figures, driven by a clear 
focus from management on operational efficiencies. Non-recurring costs of £11.9 million in the 
period were mainly related to restructuring costs, redundancies, contract re-negotiations and 
professional fees. EBITDA margin was 7.2%, up 1.3 percentage points from last year. 

To compensate for the underlying shift in case mix and the growth of NHS activity, we have 
continued to focus on ways to streamline the patient journey and to move to a lower cost model. 
Some of the strategies that we are putting in place will take time to fully develop but they are 
actually a necessary requirement in order to deliver high quality care, and also to be able to protect 
the business from the declining margins.  

This table demonstrates the improvements that we have seen in margins since 2011, despite the 
change in case mix, the growing volume of NHS work and the pressure on margins. To drive margin 
improvements, we have focused specifically on growing complex case load, on streamlining the 
patient pathway, reducing the length of stay, effective management of day patients and freeing up 
capacity within our facilities. We continue to focus on efficiencies in all areas of the business and re-
engineering the workforce to be able to address agency staff issues. 

It’s no secret that the NHS is facing significant financial pressures. Results that were announced last 
Friday show that in the first six months of the financial year the NHS has already racked up a massive 
£1.6 billion deficit. This is significantly more than the entire overspend of last year. 190 out of 241 
providers reported a deficit in the first six months. This is £358 million worse than planned and 



performance continues to deteriorate. There are now more than 3.5 million people shortlisted, 
waiting for a procedure. This is the highest level since 2008. One in 20 people are now on a waiting 
list and capacity constraints and rising demand are preventing the NHS from meeting its targets. 

Diagnostic waiting time targets have not been met for nearly two years and the 62 day cancer wait 
lists have not been met for over 18 months. We are currently awaiting the outcome of the 
government’s pending review, which will be announced this week, on the 25th of November. Over 
recent months we have seen mounting pressure right across the system, for NHS and for lobby 
groups to front load the election commitment to add an additional £8 billion of funding into the 
system by 2020. Despite all the political noise that we hear in the system about privatisation, the 
private sector still only delivers 4.4% of total NHS elective surgery. Most of the volume growth that 
we have seen has actually been driven by the choice agenda, which is now firmly embedded within 
the system. 

While we envisage that there is going to be some short term pressures on the system from the 
financial constraints that the NHS is under, we do remain confident that the long term view remains 
positive and that there is going to be continued political commitment to support the reduction of 
waiting lists, and utilise the capacity that is clearly available within the private sector. The key area of 
uncertainty however remains the NHS tariff, and final proposals from Monitor will not be released 
now until January next year. 

Over the past year we’ve invested £40 million into capital investment across BMI Healthcare. We’ve 
taken a strategic approach to this investment which has been linked to our five year vision 
supporting growth in complex services, refurbishment of our sites and in meeting national 
standards. The pictures here on the slide show some of the investments that we have made over the 
past year, including a new assisted conception unit at our Chelsfield Park unit in Kent, a new 
oncology suite at Harbour Hospital, a new MRI at our Bath hospital, a new endoscopy suite at our 
London Independent hospital and also some images of part of the new look and feel that we are 
rolling out in our refurbishment programme. Part of our overall growth strategy doesn’t require 
capital investment. It’s very much about freeing up available capacity within the system by better 
management of the patient pathway. We are very lucky that in the UK we have already a very wide 
footprint that gives us a very good spine of work, right across the country. 

In terms of Outlook for the UK, there is no doubt that demand for overall health services is strong 
and it continues to grow. I think the big question is who is going to fund healthcare into the future. 
Growing NHS deficits are putting significant pressure on waiting lists and we expect to see on-going 
increases in self-pay volumes. Over time we believe the pressure on the system will place greater 
demand back onto the private medical insurance products as well as targeting growth in all payor 
groups. We will continue to focus on driving operational efficiency across all areas of the business. 
Finally we will continue to target investment in areas that will strategically support volume growth 
and growth in complex services. 

Thank you. Keith 

Keith Gibson 

Thanks very much to Richard and Jill and good morning ladies and gentleman. So after a detailed 
review of the trading performance in both South Africa and the UK let’s now turn our attention to 
the audited Group results for the year ended 30 September 2015. 



By way of overview the Netcare Group is able to present a solid set of financial results for the 2015 
reporting period. We’ve certainly moved into a more challenging economic climate in South Africa, 
but it’s pleasing that our embedded long term efficiency programs have again translated into 
improved margins and also delivered strong operating leverage for us. 

In the United Kingdom the business has made excellent progress in what is a persistently challenging 
market. They have completed a large scale restructure during the course of year and have also been 
successful in delivering widened margins. We’ve invested quite substantially in our portfolio this 
year adding 584 new beds which, as Richard mentioned, includes the commissioning of two new 
hospitals. Notwithstanding this, our net debt levels have not been overly stretched and the Netcare 
Group balance sheet remains healthy, underpinned by very strong cash generation. 

Let’s now take a look at the Group income statement for the year ended 30 September 2015. You 
will notice that Group revenue amounted to R33.7 billion, growing by 6.1% year on year. In local 
currency terms the South African operations grew its top line while revenue in the UK remained flat 
year on year. You should be aware that the rand experienced weakening against the pound in the 
second half of the year. As a result currency conversions had a bigger impact on the full year results 
than was the case at the half year. I will unpack that for you further in my next slide. 

Group EBITDA has grown by 13.1% to just under R5 billion Rand, demonstrating strong operating 
leverage across the Group. The Group EBITDA margins also widened by 90 basis points year on year. 
Operating profit amounted to R3.7 billion and grew by 14.6% over the 2014 performance. You see 
the net financial expenses have increased from R431 million up to R467 million. However I should 
point out that this includes a non-cash fair value accounting charge of R109 million arising from the 
mark to market valuation of certain RPI swaps in the UK, which relate to some of BMI Healthcare’s 
property leases. The change in the fair value of these swaps has been driven by a sharp decline in UK 
RPI expectations, which have been influenced by low oil prices and also by European central bank 
stimulus actions which have driven UK RPI to record low levels. Excluding the RPI adjustments the 
net financial expenses of R358 million remain relatively flat year on year. 

Profit before tax of R3.4 billion has grown by 16.5% year on year. The Group tax charge has 
increased from R801 million to R936 million, representing an effective tax rate of 27.7% for the 
Group. Finally the full year profit after tax has grown by 16.4% to over R2.4 billion as compared to 
R2.1 billion in the September 2014 financial year. 

As I have mentioned the rand has weakened substantially against the pound in the second half. As a 
result the average exchange rate at which we convert items of income and expenditure weakened 
by 6.1% from R17.49 in the 2014 year to R18.55 in the current year. Currency conversion has 
therefore added R916 million to the revenue line but only R62 million to EBITDA. It’s important to 
note that even in constant currency terms the Group has delivered strong operating leverage 
because we have successfully converted a constant currency increase in revenue of 3.2% into a 
constant currency increase in EBITDA of 11.7%. Interestingly currency conversion detracted from the 
Group EBITDA margin which in constant currency terms increased by 110 basis points from 13.9% in 
2014 to 15% in the current year. 

Group headline earnings per share grew by 10.1% to 174.1 cents for the year. This is split into a solid 
improvement in headline earnings in our South African operations of 13.7% while the significant 
non-recurring costs in terms of the UK restructuring and also the non-cash RPI swap adjustment 
have detracted from the underlying UK trading performance. 



We always present an adjusted headline earnings per share figure as well because we believe that 
this is a better measure of sustainable earnings. In terms of adjusted headline earnings per share the 
Group has grown this by 12.6% year on year from 167.8 cents in 2014 to 189.0 cents per share in the 
current year. This is split into an improvement of 13.0% from our South African operations which 
contributed 182.9 cents, and a contribution of 6.1 cents per share from our UK operations. Lastly the 
two graphs on your right hand side reflect steady growth in the adjusted headline earnings per share 
in both the South African operations and the Group, which reflect three year compound annual 
growth rates of 14.2% and 16.0% respectively. 

Let’s now look at the Group statement of financial position. I think the first thing that I want to point 
out is the total assets of the Group have increased to R31.7 billion at September 2015 from R26.7 
billion one year earlier. The closing exchange rate at which we converted assets and liabilities has 
weakened by 14.5% from R18.29 at September 2014 right up to R20.94 by September 2015 year 
end. As a result currency conversion has added approximately R2 billion to our total asset base. 

The Group has invested significantly in expansionary capex this year in addition to the usual 
additions that we make to maintain and sustain our buildings and equipment. The Group invested a 
total of R2.7 billion of capex, of which R1.9 billion was invested in South Africa and R758 million in 
the UK. 

Moving down the balance sheet with regard to current assets I can report that working capital 
remains well controlled across the business. Total shareholders’ equity, when we look at this in 
constant currency terms, we will see that this has increased by approximately R1.3 billion in the 
course of the year. With regard to the Group’s leverage, measured by the net debt to EBITDA ratio, 
this remains very strong at 1.2 times as compared to 1.1 times at September 2014. We have also 
seen a strengthening in the Group’s interest cover from 9.2 times last year to 11.2 times at 
September 2015.  

The last point that I would like to make with regard to this slide is regarding our accounting policies. 
Netcare carries property, plant and equipment in its accounts at historical cost less accumulated 
depreciation. Now for longer life assets, particularly for land and buildings, the gap in accounting 
carrying value and market value tends to grow with the passage of time. Netcare appointed an 
independent property expert to determine the market value of its South African hospital land and 
buildings. For interest sake that would exclude medical equipment, loose plant and machinery, 
fixtures and fittings and commissioning costs. The outcome of this exercise revealed that the South 
African hospital property portfolio has a market value of R21.4 billion as compared to the carrying 
value in our books of the same assets of only R6.1 billion. There is therefore an additional R15 billion 
worth of value which is not easily visible on the face of our accounts.  

In conclusion Netcare’s operating performance is underpinned by a very strong Group balance sheet. 

As we usually do let’s have a look at our debt position in more detail. Beginning with South Africa, at 
30 September 2015, our net debt levels finished just below R3.3 billion increasing by R325 million 
year on year. Now a particular highlight of the results, in my view, is the strong cash generating 
ability of the South African operations. We see that cash generated from operations has increased 
by 17.8% at an excellent cash conversion ratio of 105.4%. This strong cash generation ability has 
actually allowed us to contain the increase in our net debt levels, notwithstanding the fact that in 
the 2015 financial year Netcare outlaid R4.4 billion on capex, tax and dividend distributions which 
represents a year on year increase in cash outlays of R1.2 billion. 



Also notwithstanding that, the leverage of the Group has remained constant. As you can see the net 
debt to EBITDA ratio reveals that the net debt of the SA operations accounts for only 80% of a full 
year’s EBITDA. The cost of debt has increased marginally to 8.2%. This is affected by the higher 
interest rate environment in which we find ourselves. As you will be aware we have seen cumulative 
increases in lending rates of 75 basis points during the course of the 2015 financial year. 
Notwithstanding that, net interest paid has actually reduced from R128 million to R72 million, and 
our interest cover has strengthened further to 47.4 times from levels that were already very strong 
at September 2014. Finally, in terms of cash on hand and undrawn facilities, both committed and 
uncommitted, Netcare has R5.5 billion available to it and therefore we have more than adequate 
facilities with which to manage our future capital needs. 

Turning our attention now to the debt of BMI Healthcare in the UK. We see that at 30 September 
2015 the gross debt had increased to £173 million, while cash had decreased to £54 million. As a 
result net debt levels in the UK increased from £109.6 million last year to £119.3 million at the year 
end. However, the leverage of the Group actually strengthened, and the business remains 
comfortably geared with a net debt ratio to EBITDA of 1.9 times compared to 2.1 times at 2014.  

You should be aware that at October 2014 the business repaid a debt tranche of £24.1 million, and 
post year end in October 2015, a further debt tranche of £23.1 million was repaid from existing 
resources. The repayment of the maturing debt tranche in 2014 has resulted in an increase in the 
cost of debt from 6.9% to 7.5%. This may look high in a UK context but I want to highlight that this is 
the weighted average cost of all debt, and includes the economic interest that Netcare holds in 
certain of BMI Healthcare’s debt. In fact the cost of the debt to external parties, in other words 
excluding Netcare’s share, is only 4.3%. 

Also in September 2015 BMI Healthcare successfully refinanced its revolving credit facility. This 
increased the amount of the facility from £22.3 million up to £36 million and also pushed out the 
maturity date from April 2016 right up to March 2017. Finally with regard to cash and undrawn debt 
facilities as at the balance sheet date, BMI had £68 million available from which to manage its 
liquidity needs. 

I’m very pleased to announce that the restructuring of the GHG PropCo 1 debt facility of £1.5 billion, 
which had an original maturity date of October 2013, was finally completed on the 29th of May 2015. 
Following the completion of the restructuring Netcare no longer holds any equity interest in GHG 
PropCo 1. The PropCo’s are now external landlords on 35 of BMI’s hospitals in terms of the existing 
long term leases, which remain intact through to 2031 and also have a 10 year renewal option. 

Given that Netcare deconsolidated its equity interest in GHG PropCo 1 as far back as November 
2012, the completion of the restructuring has had no impact on Netcare’s Group accounts. Finally, 
discussions with PropCo 1 with regard to a mutually value enhancing rent reduction transaction are 
on-going. We recognise that this is taking a long time, but the debt holders of PropCo 1 have had to 
transition from their natural position as investors in this stressed debt, through to equity holders in 
this very large property portfolio, and it has taken a while for them to find consensus among 
themselves and to engage with us. Most critical, however, is that given the long term implication of 
any rent restructure transaction on BMI Healthcare, it is essential that we conclude a transaction 
that is both right and fair to GHG and its shareholders and therefore also for Netcare. 

Let’s now take a look at the guidance for the 2016 financial year and beginning with South Africa. 
We do expect that demand for private healthcare services will prove to be resilient, and although we 
don’t expect to see any general improvement in the South African economy we do expect to 



experience higher demand across our network of services in 2016. The new beds and the new 
hospitals which came on stream late in the 2015 financial year will temporarily affect our occupancy 
metrics, as this new capacity ramps up to normalised occupancy levels. As would be expected, the 
impact on our occupancy statistics will be more pronounced in the first half of the year. Also, the 
2016 depreciation charge will increase given the significant investment that we have made this 
financial year. 

Netcare will continue to drive business projects that will promote operational excellence and we will 
also continue to investigate potential international expansion opportunities. 

With regard to the UK, we expect the supply gap to continue growing as NHS capacity constraints 
and waiting lists drive the demand for private healthcare services. We do expect the weakness in the 
PMI market to persist, but BMI would expect to see further growth in the self-pay segment and also 
to see NHS volume growth driven by Choose and Book work. As Jill mentioned, we are unable to 
offer any follow up whilst we await Monitors announcement, in January of 2016, of the NHS tariffs 
that will apply with effect from April 2016. The business will of course continue to focus on its cost 
base in order to mitigate the impact on margins by the change in payor mix to NHS.  

In the 2016 financial year, we anticipate investing approximately £40 million in terms of capex.  

If you would indulge me for one more moment, I would just like to express my thanks to my finance 
and accounting colleagues across the Group for their considerable time and effort in producing the 
Group results and related materials and I’m very appreciative for that. Thanks for your attention and 
I’m now going to hand back to Richard. 

Richard Friedland 

Ladies and gentleman that concludes the formal aspect of our presentation. We are more than 
happy to take any questions and I’m going to ask Melanie Da Costa to anchor those for us. Thank 
you. 

Melanie Da Costa 

Morning ladies and gentleman. Alex 

Alex 

Just a few from me. The comment on 2% improvement on patient day growth since the end of the 
year, was that like for like or was that including the 600 beds, and also so that I can be clear with 
regard to the guidance to the first half on occupancy and on depreciation, is that a bit of a profit 
warning for the first half or not. Those are the two SA questions. 

And then in the UK, it looks to me like EBITDA was £55 million, capex was £40 million so that is sort 
of £15 million of cash generation and yet the net debt went up. So how did that happen and maybe 
could we also have a breakdown of how the PMI numbers actually moved. 

Melanie Da Costa 

Certainly, I am going to try and take a few of those and then I will hand over to Keith on the UK 
question. 

Just with respect to the performance to date post year-end of north of 2%. We can confirm that that 
includes the additional beds added. With respect to the H1 guidance of last year, if you recall there 
was a question posed in 2014 with respect to the addition of new beds and what effect that might 



have on occupancy. At the time we weren’t expecting to have the patient day growth we had in this 
period. Our thought was that we would break even from an occupancy perspective in 2016. As it 
currently stands we think we are going to be just short of that break even on occupancy. Perhaps 
1.5% below full year occupancy for 2015 but that is skewed towards first half which will be lower as 
a result of the new beds, and we hope to fully recover that in the second half of the year. So just to 
be clear that is not an indication of a profit warning at all. It’s just to give you some transparency on 
the occupancy. 

Then with respect to PMI, we can confirm that it continues to trade negatively. Patient day growth 
on PMI case load was minus 4.5% for the period. 

Keith, do you want to take the question on the UK? 

Keith Gibson  

The question on the UK related to the increase in the net debt. I think there are a number of factors 
at play but I will just speak to two which will account for the bulk of the difference.  

The first is that obviously the business incurred nearly £12 million on restructuring costs. The second 
is that we have had resolution on a contract with one of our suppliers which has been the subject of 
an expert determination. The business has been accruing for these costs but the catch up and the 
cash flows have happened during the course of this year. 

Mathew 

Given what has happened to Spire in their last couple months in their trading update, can you give 
us some colour on your NHS spot work since year end and then also your NHS case mix between 
Spot and Choose and Book. Thanks 

Melanie Da Costa 

 About 80% of the book is Choose and Book which is now called NHS e-bookings. It’s about 20% spot 
and 80% Choose and Book. Surprisingly enough we had a really good performance on both and even 
more so in the second half. That is not to say that there is not an element of uncertainty relating to 
NHS deficits at the moment. There is an element of uncertainty, but to date we have tracked well in 
both areas of the business. 

Any further questions? Great, Richard over to you. 

Richard Friedland 

That concludes our presentation of our annual results. Please join us for some refreshments outside. 
Thank you very much for your attendance ladies and gentleman. 


