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Good morning ladies and gentleman and welcome to our presentation this morning. As we indicated a few 
weeks ago, our Chairman Jerry Vilakazi indicated his desire to retire from Netcare and at the outset I want to 
pay particular thanks and gratitude, on behalf of the Board, to Jerry for his contribution over the last nine 
years. We have the acting chairman of Netcare Mr Meyer Kahn present with us, as well as other non-executive 
directors of Netcare and I’m very pleased to welcome them here this morning. 

Thank you very much for giving of your time to hear our presentation of our interim unaudited results and may 
I, at the outset, also thank our management teams and staff across South Africa, Lesotho and the United 
Kingdom for their immense contribution and efforts over the last six months, which really allow us to stand 
here today and present these results to you.  

I will be giving a brief overview of the results across all of our geographies and then delve into South Africa in 
more detail. It’s a great pleasure to welcome Jill Watts our CEO, from General Healthcare, here in South Africa. 
I’m going to ask Jill Watts to unpack the United Kingdom results and give you a better understanding of what’s 
going on in that geography and then hand over to our Chief Financial Officer Keith Gibson to take us through 
the financial results to the end of March and the remaining guidance to the end of the financial year. 

Turning to a Group overview and, perhaps before we do so, just a review of the comprehensive network of 
services that we provide across all three geographies. We are somewhat different to our competitors in that 
we are not just a hospital provider, but provide extensive primary care facilities and services, renal dialyses 
services, pre-hospital emergency services, pharmacies, retail pharmacies and also extensive training facilities. 
This year we would have trained some 3 200 nurses and over 230 paramedics. In terms of the Group overview, 
let’s turn firstly to South Africa. We’ve had an excellent operating performance across all three divisions in 
South Africa largely underpinned by ongoing efficiency drives which have allowed us to widen our margins. We 
remain confident about the ongoing demand for private healthcare in South Africa and, as a result, we have 
committed to a substantial investment pipeline in growing our facilities, the majority of which will come on 
stream in the latter part of our financial year. 

In Netcare we strongly believe that quality care and providing patient safety are our licence to operate and we 
remain absolutely committed to quality leadership and clinical excellence as our core foundation. In the United 
Kingdom we’ve seen an improved operating performance largely driven by increased NHS volumes and case 
load. We’ve also seen operating efficiencies underpinning that performance and as in South Africa quality, or 
the provision of quality care, remains a core foundation. 

How does this translate into the financials? We’ve had a 5.8% increase in revenue to some R16.3 billion largely 
off revenue growth in South Africa. Pleasingly, EBITDA has risen by 14.6% to R2.3 billion, in percentage terms 
more than double that of revenue and really reflecting the operating leverage across all of our business units. 
In terms of currency fluctuations and their impact on our income statement and balance sheet, Keith Gibson 
will take you through that later, but suffice to say for the moment it’s had a minimal impact on our income 
statement. This translated into a headline earnings per share (HEPS) increase of 19.6% over the 2014 number 
of 90.8 cents, allowing our Board to declare an interim dividend of 38 cents, 18.8% up on 2014.  

Turning now to South Africa in more detail. Despite a poor economy and an economy that is challenged in 
many regards, we’ve seen a continued demand for private healthcare services across all of our service lines. 
Our results have also been underpinned by extensive system improvements and cost control measures that 
have allowed us to widen our margins and achieve the kind of operating leverage that we are about to show 
you. A stand out feature of our results is the strong growth in cash generated from operations, up some 27% in 



these six months to R1.5 billion. We are on track to meet all of our quality leadership goals. We have some 300 
quality measures throughout the group that we measure on an annual basis. 

Let’s turn our attention to the financial results. Revenue is up 7.3% for South Africa, again EBITDA is up 14.2% 
and operating profit up 15.0%. I think when you look at these results you will see that the outstanding 
performance in South Africa is not a result of substantial increases in price or tariff, but rather due to the 
ongoing operational efficiencies that we are driving within the business and that we have highlighted here on 
the right hand side. These include the standardisation of consumables, improved procurement and very tight 
energy consumption management, our nursing ward labour tool and significant IT efficiencies coming through 
our enterprise wide system as we move from a largely paper based manual system of administration to a far 
more automated paperless system, at the beginning of a 3 to 5 year journey in Netcare. EBITDA margins 
improved 140 basis points and operating profit margins 130 basis points in South Africa. 

Let’s unpack the South African Hospital Division, and I want to pay tribute to Jacques du Plessis and his team 
for their outstanding performances and also Noeleen Phillipson and her team from Netcare 911 in making 
these results possible. Patient day growth was 1.4% across a large number of beds, it was below our own 
internal expectations and largely as a result of poorer performances in December and January as a lot of our 
Doctors took prolonged holidays over this period. Our full week occupancies are now sitting at 66.6% and our 
weekday Monday to Friday occupancy is at 72.5%. If you compare this to last year, it’s approximately half a 
percent lower and is as a result of the 89 new beds that we brought on towards the end of last year and the 
dilution effect of the acquisition we made this year of 28 beds in Ceres in the Western Cape. 

There is no doubt that we are facing an electricity crisis in South Africa and as a hospital Group we operate 24 
hours a day, seven days a week, 365 days of the year. We never close and there is no such thing as down time. 
A key focus for us is to ensure that we can provide continuity of care despite, and in spite of, the instability of 
the national grid and any potential interruptions. I am going to talk in some detail to that a bit later in the 
presentation. 

So, how does this translate into numbers? At the revenue line, revenue is up R7.7 billion, a 7.3% increase off 
1.4% growth in patient days and 6.2% growth in revenue per patient day. As I’ve mentioned, a widening in the 
EBITDA margins here, up 140 basis points, and really as a result of the extensive operating leverage we have 
been able to achieve in this division. 

We disclosed at the end of last year that we remain very confident about the renewed and continued demand 
for private healthcare services in South Africa and as a result we’ve made a very significant commitment of 
over R2 billion to growing our existing footprint and adding on two greenfields sites this year. And what this 
graph really shows you is the rollout of those facilities, with the exception of the Ceres hospital, all of these 
other beds will come on stream in August and September of this year. It will take our number of beds from 9 
424 to just under 10 000. We are on track, in terms of our two greenfields hospitals in the West Rand in 
Pinehaven and in Polokwane, to open those facilities, 200 beds in Polokwane and 100 beds in Pinehaven, 
which results in a 5.4% increase in the total number of registered beds for Netcare in this financial year. Just to 
show you a picture of these new builds, this is what we showed you in September of last year. We are 
relocating the Christiaan Barnard Memorial Hospital and these are our two new builds here, and progress in 
what they look like today. We are confident of opening these two hospitals in September and our Acting 
Chairman asked me to disclose that my office is relocating to this penthouse overlooking the harbour on the 
ninth floor of the new Christiaan Barnard Memorial Hospital. Thank you! 

I wanted to give you an update on our sustainability strategy because we have had a number of questions as to 
whether this is really possible, and so I want to outline what we really trying to do. Last year we announced to 
market that we had secured, on very favourable terms, a R0.5 billion loan from Nedbank Corporate Bank and 
The French Development Agency to underpin our sustainability strategy and to fund a myriad of energy saving 
projects. And really what this strategy is targeting is about R1 billion of savings related to energy consumption 
over the next 10 years. We are going to do this by reducing our energy footprint or consumption by some 35% 
and we’ve also based this on very conservative tariff escalations. Our model assumes that until 2018, tariff 
escalations will be in the order of 8 % and thereafter 6% until 2023. This was the original guideline given by 



NERSA early last year. As we all know there has been a 12.69% increase already in April 2015 and Eskom is 
asking for a further 12% effective the 1st of July. So we are very confident, if there are escalations above this, 
our savings will be in the magnitude of R1.2 billion. We are on target this year to save approximately R27 
million in accumulated savings and this will escalate to about R71 million in 2018 and over R100 million 
thereafter to 2023.  

How do we achieve that? I want to give you a perspective of the size and scale of the projects that we are 
bringing on, in Netcare, and the three projects I’m going to show you now account for almost 50% of the 70 
million kilowatt hours that we intend saving over the next few years. We are in the process of changing all of 
our light fittings, some 90 000 light fittings throughout Netcare, with more efficient lighting. This will be 
completed by the end of September next year and will result in quite a significant ongoing saving of some 17 
million kilowatt hours. We have approved 67 solar or photo voltaic projects throughout our hospitals and 
Primary Care facilities. These will be rolled out over a three year period to 2018 and will bring savings of 
approximately of 12.5 million kilowatt hours. We have a myriad of hot water generation projects that are 
going to be rolled out over the next two years which will generate a further saving of about 3.5 million kilowatt 
hours. So a very extensive programme aimed at reducing our energy consumption by 35%.  

I’m also delighted to announce that towards the end of last year Netcare was awarded the 2015 RobecoSAM 
Bronze Class Sustainability award for sustainability performance and excellence. This is a global award and we 
were the only hospital group globally, outside the United States, to receive this award. We’ve also been 
included in a RobecoSAM’s sustainability year book, which is the most comprehensive review of corporate 
sustainability on a global basis. 

Now, I’ve put this slide up of what patients and our stakeholders need to know about Netcare’s response to 
the electricity crisis. Given the almost daily load-shedding and the potential for significant disruption, we need 
to maintain a very safe environment for our patients to be treated in. I want to assure you that in all of our 54 
facilities we have uninterrupted power supply, known as UPS, and emergency generation capacity. These 
cover the critical areas of our operations should there be a power outage of any sort and in Netcare’s case far 
exceed the minimum requirements laid down by the regulations. In addition to that, in 28 of our hospitals, we 
have an additional backup generator. This is something known as dual redundancy, in the unlikely event that 
an emergency generator fails to start-up or fails during an operation, and allows us continuity of care. In 21 of 
our facilities we have what is known as full island capacity, we can literally run those hospitals completely off 
the grid for an extended period of time and that includes not just the critical areas but in fact the entire 
hospital. Over the next two years we are going to increase our full island capacity to just under 30 hospitals 
and our dual redundancy to 40 hospitals. We are prepared right now to deal with any interruption to critical 
patients or patients being operated on, as a result of the instability of the grid. 

Now in the event, and I want to stress the hopefully unlikely event, of a catastrophic prolonged regional, 
provincial or national blackout, we’ve also developed a national disaster management plan. We have identified 
8 hospitals, 8 key Netcare facilities country wide, that will be able to remain open for up to two weeks and 
provide services to patients in terms of all the critical areas that are affected in a black out scenario. This 
includes security, transport, water, sewage, diesel, medical supplies and staffing. And of course all of us 
present here hope and pray that will never ever occur. But as the higher demand winter months approach we 
need to be able to reassure our patients, our staff, our doctors and indeed all our stakeholders that we are 
going to leave no stone unturned in ensuring continuity of care. 

I mentioned earlier that patient outcomes and patient safety are our licence to operate and since 2012 we 
have been measuring ourselves in Netcare against a very well established benchmark in the United States 
known as HCAPS. It stands for the Hospital Consumer Assessment of Healthcare Providers and Services. What 
this is, is a measurement tool that is patient focused and asks patients their view of the care that they 
received. It does so across 4 164 hospitals in the United States (US) and we think that’s an incredible 
benchmark to measure ourselves against. What I want to show you is the improvements we have made since 
2012. These red dotted horizontal lines are demonstrating what the mean or average score across these 4 164 
hospitals is in the US and you can see the vertical lines demonstrate where we were in 2012 and the significant 
progress we are making in meeting and exceeding these targets. Clearly we have some areas, such as 



discharge information, where, whilst we have had good improvement, we still have not met the benchmark 
set in the United States. As you can see from the others we certainly managed to exceed them and we remain 
on track to improve on over 300 quality measures throughout our organisation. 

I want to turn now to the Primary Care Division that has had an outstanding 6 months and congratulations to 
Dr Charmaine Pailman and her team for an outstanding performance. Revenue is up 7.5%, EBITDA up 24.3% 
and operating profit 38.1%, also significantly as a result of operating leverage and improvements within the 
business with margins now at 8.2%. Remember a few years ago we guided you towards mid-single digits in 
Primary Care and they have now exceeded this. We are opening a new Medicross in Brakpan on the East Rand 
at Carnival City on the first of June. 

Lastly as we end South Africa, I want to give a regulatory update on quality norms and standards and on the 
private healthcare market enquiry. Netcare welcomes the introduction of quality standards in South Africa. 
The draft regulations were published on the 18th of February this year, and today in fact is the deadline for 
submissions and comments on those draft regulations. We welcome them. One of the anomalies in these 
regulations is that it assumes that the private sector employees its own Doctors. Clearly we don’t and so we’ve 
put in a submission highlighting this and a number of other challenges so that the private sector can be 
included with the public sector in these quality norms and standards. In terms of the private healthcare market 
inquiry, we’ve been actively participating and have made substantial submissions in October and again in April. 
There is an initial analysis phase and the commission is reviewing the written submissions preparing for the 
first round of public hearings and oral submissions. It was told to us that the timetable for publication of these 
provisional findings will be October. This may be somewhat optimistic.  

Now before I call upon Jill to take us through the United Kingdom’s results. I really want to officially welcome 
you and say how delighted we are to have someone of the calibre, experience and maturity of Jill Watts. She 
was the former CEO of Ramsay Healthcare in the United Kingdom, that has performed outstandingly and she 
brings a lot of skill and expertise to General Healthcare. Clearly she has to build a strong team around her. But 
we have been very impressed by all of the initiatives she has put in place in the short period of time that she 
has been with us. So, without much further ado I call upon Jill… Thank you. 

Jill Watts 

Thank you. Good morning everybody and thank you for those kind words, Richard. It’s a pleasure to be here to 
present the first half year results for GHG. In the first half of the year BMI has continued to see strong growth 
in National Health Services (NHS) volumes at 14.8 %, driven mainly by the patient choice agenda which is now 
firmly embedded within the UK system and also due to NHS Spotwork, which is really about us helping NHS 
Trusts and assisting them to manage their capacity demands. Despite the ongoing challenges in the UK 
environment, we’ve seen a 5.2% overall growth and that, as you can see here, translates into a 2.5% increase 
in inpatient and day procedures. We’ve also seen a 2% increase in the number of complex procedures that we 
are undertaking.  

Private demand continues to be challenged, particularly outside of London and Self-pay, although it’s a fairly 
small part of our overall activity, has seen some marginal growth. What we are seeing is that, whilst there is 
some movement within the PMI market, a lot of the growth that is starting to come through is really around 
the corporate insured pool. This is a very much younger membership who are not users of hospital services 
and over recent time the insurers have become very good at trying to dampen demand. They have introduced 
a lot more strategies around cost containment and access restrictions and are looking at ways of encouraging 
private insurers to utilise NHS services. What we are also seeing is that all funders are trying to shift patients 
who would have traditionally been an in-patient, across to more ambulatory care services and into day and out 
patient services. 

The private demand has been counterbalanced with the strong improvements that you can see there in NHS 
Choose and Book work. While that case load growth is a positive sign, the lower tariff for this work obviously 
puts extra pressure onto our margins. We have experienced a 7.7% increase in our patient activity and this has 
continued to grow with an increase in the range of services that can now be offered in an outpatient area as 



well as the ongoing shift from day work to outpatients. What we have seen is that in the first half of this year 
we have delivered 790 000 outpatient procedures, so in the UK it is a significant part of the overall work that 
we do.  

To mitigate the trends that we are seeing, which are impacting the overall revenue per case and our margin, 
we’ve had a major focus on driving efficiency, managing the patient pathways more effectively and investing in 
higher acuity work right across the business. We continue to see clinical nursing shortages and as a company 
we are putting together a number of more proactive strategies to try and mitigate this. Despite all the trends 
that we are seeing over the period, we have achieved a 70 basis point enhancement in our EBITDAR (before 
GHG PropCo rent and non-recurring items) margin. 

The economy in the UK continues to improve and strengthen and the election of the conservative party as a 
majority is a positive result for us. We now expect greater certainty going forward with regard to the use of 
the private sector. The return of a conservative team means that we are going to see no major changes to the 
system in the near future. Despite all of the political noise in the system around the NHS being privatised, it is 
still only 4.4% of overall elective activity that is delivered in the private sector. This has, however, grown from 
the 0.4% that it was back in 2004.  

Most of the volume growth that we are seeing is driven by the Choice agenda whereas in the UK under the 
‘any qualified provider regime’, patients can choose where they want to have that care delivered, whether a 
public or private provider, and both providers will get paid at the same national tariff. Overall the NHS 
continues to be under significant pressure as it contends with the dual challenges of growing demand and 
funding constraints. Current indications are that the NHS, as a whole, is in an overall operating deficit and we 
are seeing numerous high profile Trusts experiencing operational difficulties. The funding gap that currently 
exists is going to be well over £35 billion by 2021 and by reducing waiting lists this is going to be an issue for 
governments going forward.  

We believe that there will be continued political commitment to actively manage waiting lists and to utilise the 
capacity within the private sector. The graph that you can see here shows the percentage of patients that are 
currently waiting more than 18 weeks to have services provided. The only improvements that have really been 
seen in reducing waiting lists have been where there has been proactive use of the independent sector. I think 
that while we have spare capacity and while we have dampened private demand, we certainly see this as an 
opportunity for us going forward. 

To compensate for the underlying shift that we see in the UK market, we are actively focusing on ways to 
effectively re-engineer and streamline the patient pathway and to drive greater operational efficiency through 
the business. Although some of the strategies that we have put in place will take some time to bear fruit we 
need to take action now to protect ourselves from further margin erosion. The table that you see there shows 
the improvements that we have seen in margins since 2011 and that’s despite the change in mix in the UK. The 
growing volume of work that BMI is now undertaking is to protect our margins. A number of the strategies 
that we are looking at, focus on growing complex case load. We’ve identified a number of key strategies across 
the business where, by developing national strategies, we are aiming to really grow complexity in some key 
areas such as oncology, a greater level of acute medical services, cardiac and focusing on driving those in a 
national way. We are looking at how to streamline the overall patient pathway and particularly as a greater 
shift towards more ambulatory care. We want to look at how we deliver care so that we can free up capacity 
and then backfill with patients that do require overnight stay. 

We continue to focus actively on driving efficiency across all areas of the business and also on how we can re-
engineer the workforce, particularly in light of the growing agency requirements that are really impacting right 
across the sector. 

So, how does this translate into our numbers? Despite the overall growth we have seen, of 5.2%, BMI reported 
a 0.8% increase in revenue at half year. This revenue has been impacted by the changing case mix and the 
growth in NHS funded patients, which now equates close to 40% of the UK business. Before non-recurring 
items EBITDA was £31.5 million, a 8.6% increase on last year. The non-recurring costs that we have seen have 



mainly related to efficiency programmes, redundancies as well as contract re-negotiations and some 
professional fees. The EBITDA margin is at 7.0% and before rent and non-recurring costs was 22.9%. We’ve 
continued with an investment strategy and it’s very much linked with trying to grow some of the complex 
service areas. We are looking at the refurbishment of our sites to meet national standards and particularly in 
driving national strategies such as growing our oncology business.  

We’ve budgeted £43 million for this year’s capital investment and you can see on the slide here some of the 
examples of the investments that range from critical care, interventional radiology at our Blackheath hospital, 
a 3D O-ARM scanner at our Ridgeway hospital and a new oncology ward at Bishopswood. Part of the overall 
growth strategy is not just around capital, it comes back to the point about freeing up capacity and filling that 
capacity with demand that already exists within the market place. 

Since 2012 we’ve seen a 2% increase in complex procedures and this slide shows the impact on individual sites 
where we have strategically invested in the growth of complex procedures. At our Alexander hospital in 
Manchester, we’ve invested over a million Pounds in CT, nuclear medicine and emergency facilities. At our 
Ross Hall hospital in Scotland, we’ve invested over £500 000 in radiology and cancer services and where we 
have made these investments, we can see the growth in complex activity. 

We have the largest network of hospitals in the UK with a broad footprint in cancer services. 32 of our sites 
offer cancer services and we are working towards where all sites will achieve full accreditation with the 
internationally recognised Macmillan Quality Environment Mark Award.  To date 14 of our sites marked here 
on the screen have achieved this award. One more is due to be announced later this month and we have a 
further 15 planned for next year which will bring nearly all of our 32 sites up to having full accreditation. As 
well as ensuring that all of our sites have the best level of service possible, we are in the process of investing in 
technology which will allow them to offer e-prescribing. We are looking at identifying flagship sites around the 
country where we can invest in a much higher level of complex cancer services and look at establishing one 
stop shops for cancer. 

As Richard alluded to in Netcare, we also believe in the UK that quality care is absolutely fundamental to the 
services that we offer and to our reputation. We are very much on a journey to continuously find ways to 
improve what it is that we do and the services that we offer. In terms of the feedback that we have received 
from our patients in independent surveys, our patients’ satisfaction is at the highest level that it has been in 
the last two years and we also meet our contractual requirements with the NHS. We are required to assess the 
feedback from the NHS patients on a family and friends test. We continually rate high in this survey with 99% 
of NHS patients saying that they would recommend one of our facilities to their friends and family. In regard to 
our performance in infection control, our rates are very favourable against our peers in the NHS. While we 
recognise that our case mix is not always as complex as those in the NHS, we are very proud of the fact that 
our results show what we are able to achieve and we place a lot of importance on ensuring that we have 
mandatory compliance and a focus on education in all of our facilities. In the last six months we’ve had no 
cases of MRSA and our rate of C.Diff. is consistently much lower than that within the NHS. 

And finally in regard to regulation, there are just two areas that I would like to make comment on, the CQC 
(Care Quality Commission) and the CMA (Competition Market Authority). Firstly as part of the recent Health 
and Social Care Act that was introduced, all providers of healthcare, be they private or public, are required to 
be licensed. They are increasing requirements on hospitals to provide evidence as to how they meet the new 
quality and safety standards that are set out by the CQC. The new quality inspection regime is significantly 
more resource intensive then previous regimes and it still continues to evolve, but a number of NHS facilities 
are already struggling to meet some of the standards. Following some high profile NHS failures, regulators are 
coming increasingly under pressure to make sure that they can identify hospitals that don’t meet the agreed 
targets. All BMI facilities are fully accredited by the CQC and we are continuing to seek ways to improve our 
own performance and to enhance our own internal governance frameworks. 

Secondly, many of you will be aware that the Competition and Markets Authority final remedies that were 
offered last year probably offered limited benefits back to consumers. After a very long, demanding and very 
expensive process, the final remedies around divestment were challenged in the Competition Appeals Tribunal 



(CAT) by HCA and there were really only two key outcomes for the private hospital sector. The first remedy 
was around the requirement to collect and publish a greater amount of data for consumers to help them in 
comparing different facilities and consultants. This was something the industry was already working towards 
and is something that BMI fully supports. The information requirements are to be collected by an independent 
body called the Private Hospital Information Network (PHIN) and PHIN’s aim is to ensure that there is timely 
and like for like comparison available on quality indicators across hospitals, across consultants and across 
facilities. The second remedy was around consultants having shareholding in hospitals and this also provided 
welcomed clarity for us in terms of the rules of consultant engagement. They have now been deemed to only 
have a maximum shareholding of 5% and this has to be purchased at a market value. Following the appeal 
from HCA the CAT found that their divestment remedy should be quashed. The outcome was that there was 
no legal basis to order the divestments and insufficient evidence to support the CMA’s conclusions. It is 
understood that the CMA has actually written to the CAT requesting that it remit the matter back to them for 
further reconsideration, so this matter remains ongoing. Clearly it is a keen concern for all parties that these 
types of enquiries are incredibly expensive and time consuming and I think that the experience in the UK 
demonstrates just how difficult it is to undertake an economic inquiry and determine appropriate outcomes 
for an industry as complex as the private hospital industry.  

Thank you. 

Keith Gibson 

Thanks very much to both Richard and Jill and good morning ladies and gentleman. After having been taken 
through a very detailed review of the trading performance in both South Africa and the United Kingdom let’s 
now turn our attention to the unaudited Group interim results for the six months ended 31 March 2015. 

By way of overview, the Netcare Group is able to present a very solid set of financial results for the first half of 
the 2015 financial year. We’ve seen operational improvements in both businesses in South Africa and the UK 
and the businesses have worked very hard to progress the implementation of efficiency programmes and 
process improvements which has translated into significant operational leverage. Furthermore we are able to 
present a very healthy Balance Sheet at 31 March 2015 and this is underpinned by strong cash generation, 
which has once again been a key feature of our financial performance.  

So let’s take a look at the income statement for the six months ended 31 March 2015. I’m very pleased to say 
that we have moved beyond all the historical issues which have created a lot of complication in terms of trying 
to do a direct like for like comparison across our reporting periods and consequently we have a much more 
simplified analysis of results to present at the half year. Jumping into it, revenue for the Group amounted to 
R16.3 billion for the half year representing an increase of 5.8%. Both the South African and the UK businesses 
grew their top lines in their respective local currencies. As has already been alluded to, currency conversion 
has not had a significant impact on the financial results for this half year especially compared to what we have 
experienced in recent reporting periods. I’m going to unpack that in a bit more detail in my next slide.  

Group EBITDA grew by 14.6% to R2.3 billion for the half year demonstrating very strong operational leverage 
and the group EBITDA margin widened by 110 basis points compared to the comparative six month period. 
This was actually achieved after absorbing significant once off costs in terms of restructuring, of R136 million, 
in the current year as compared to a relatively similar amount of R139 million in the comparative period. 
Operating profit for the six months, of just under R1.8 billion, increased by 18%. Net financial expenses have 
increased from R183 million to R298 million, however I should point out that this contains a non-cash fair 
value adjustment, or accounting charge, of R107 million which arises on the mark-to-market revaluation of 
certain RPI swaps related to some of BMI healthcare’s property leases. The large shift in valuation has arisen as 
a result of the sharp decline in UK inflation expectations coupled with the European stimulus actions which 
have driven RPI to record low levels. Excluding this non-cash fair value adjustment, net financial expenses 
increased only marginally to R191 million. 

The Group tax charge has increased from R393 million to R426 million which represents an effective tax rate 
for the group of 27.9% and finally, the profit after tax for the six months, of R1.1 billion, represents a growth of 



16% over the R949 million for the comparative six month period. All of this translates into a very strong 19.6% 
increase in the adjusted HEPS for the Group.  

I’ve already mentioned that currency conversion did not have a significant impact on the current year results, 
in fact the average exchange rate that was applicable for the current reporting period weakened by only 3.6% 
when compared to the average exchange rate in play for half one of 2014. Therefore the weakening of the 
Rand against the Pound added R268 million to the revenue line, however it has only added R11 million to 
EBITDA. Importantly, even in constant currency terms, the Group has been able to deliver very strong 
operating leverage by converting a constant currency increase in revenue of 4.1% into a constant currency 
increase of EBITDA of 14%.  

Group HEPS has increased by 15.3% to 81.4 cents for the half year. This is underpinned by a very strong 18% 
growth in the HEPS in the South African operations while the significant once off restructuring costs and swap 
fair value adjustments have detracted from the underlying UK performance. Now we also table an adjusted 
HEPS metric because we believe that this is a far better measure of sustainable earnings for the Group and as 
you can see Group adjusted HEPS has increase by 19.6% to 90.8 cents as compared to 75.9 cents in the 
comparative period, once again supported by very solid growth of 18.4% in the adjusted HEPS of the South 
African operations. The UK has a positive and growing contribution after excluding the impact of the once off 
costs and the swap fair value adjustments. The two graphs here on the right demonstrate consistent and 
steady growth in the adjusted HEPS of both the SA operations as well as the Group, with three year compound 
annual growth of 18.2% in the South African operations and 19.6% for the Group. 

Let’s now have a look at the Statement of Financial Position. Firstly we can see that the total assets of the 
Group amounted to R28.1 billion at March 2015 as compared to R26.7 billion at September 2014. Although 
there has been some volatility during the period, the closing exchange rate of R17.97 to the Pound has actually 
strengthened from the rate of R18.29 that was in play at 30 September 2014 and as a result currency 
conversion has reduced the asset base by R224 million.  

I will talk you through some pertinent lines of the Balance Sheet, beginning with property, plant and 
equipment. We continue to invest and to expand the hospital facilities across the Group and have spent R747 
million in capex in the half year. Of this we have invested R531 million in South Africa and R216 million in the 
UK. I’m also able to report that working capital remains very well managed right across the Group. Looking at 
total shareholders equity, we can see that in constant currency terms it has increased by R365 million over the 
course of the past six months. The leverage of the Group, as measured by the net debt to EBITDA ratio, 
remains very healthy at 1.2 times which compares against 1.4 times at March 2014 and 1.1 times at September 
2014. Therefore the operating results that Netcare has been able to produce have been built on the 
foundation of a very strong Group Balance Sheet. 

Now as we usually do, let’s look at our debt position in a bit more detail. You can see South African net debt at 
31 March 2015 amounted to just under R3.6 billion. That represents a R79 million rand year-on-year decrease 
as compared to net debt levels at 31 March 2014. In line with normal cash flow seasonality, net debt has 
increased by R600 million from September 2014, however this is after funding over R2 billion in combined 
capex, dividend and tax payments during the period. As I mentioned, the cash generation of the Group has 
been exceptionally strong and has increased by 27% against the cash generation of the comparative six month 
period. We’ve also seen a marginal decline in the cost of debt to 7.8% and we’ve seen a decrease in the net 
interest paid from R71 million to R62 million. 

Lastly the Netcare Group has R5.6 billion of cash and undrawn facilities available to it and therefore we have 
more than sufficient flexibility with which to manage our future capital requirements. 

Looking now at the debt of BMI Healthcare in the UK, we see that net debt of £109.6 million has remained flat 
with net debt levels at September 2014. However, the leverage of the Group has improved and the Group 
remains comfortably geared with a net debt to EBITDA ratio of 1.7 times improving from 1.9 times one year 
earlier at March 2014. I think you will all be aware of our November results announcement that the company 
repaid a maturing debt tranche of £24 million in October 2014 and this resulted in an increase in the cost of 



debt to 7.4%. This does look expensive in a UK context, however please bear in mind that this includes the 
return on the economic interest that Netcare holds in some of the debt in the UK. Netcare agreed to roll some 
of this debt over as part of the 2013 amend and extend refinancing and therefore the cost of the debt package 
to external parties, excluding Netcare, is actually on 4.4%. 

Lastly, I think just to make the point that in terms of cash and undrawn debt facilities, the business has 
approximately £61 million available to meet its liquidity needs.  

Moving on to the debt of GHG PropCo 1. The restructuring of the GHG PropCo 1 debt facility of £1.5 billion has 
been an extremely complex and protracted exercise. However, good progress has been made over the past 
couple of months. The lender groupings, comprising the juniors, seniors and swap counter parties, have now 
signed up to a global restructuring agreement. The consents necessary to proceed with this global 
restructuring agreement were obtained by the early voting deadline of the 22nd of April 2015 and I think this 
demonstrates all parties’ commitment to the process. The lenders were unfortunately required to further 
extend the loan maturity date, although this time only by two months to 15 June 2015, and we expect that the 
restructuring would complete ahead of this date. 

Now I should remind you that Netcare deconsolidated its investment in GHG PropCo 1 as long ago as 
November 2012 and at that point we also took that opportunity to impair the carrying value of this investment 
in our accounts down to zero. Therefore the completion of the restructuring should have no impact on 
Netcare’s Group results. Furthermore, I would also remind you that the debt of GHG PropCo1 is ring-fenced 
from both BMI healthcare and GHG PropCo 2 and there is no recourse to Netcare or its South African 
operations in this regard.  

That concludes our backward looking overview of the results for the first half of the 2015 financial year. Let’s 
now turn our attention to our expectations for the second half, beginning with South Africa. While we don’t 
predict any improvement in the general South African economy in the period, we do believe that the demand 
for private healthcare services will remain resilient. The business will continue to drive business projects and 
operating efficiency programmes that are focused on optimising and automating our systems and our 
processes. We have a strong growth pipeline for 2015 and beyond and remain firmly on track to introduce 510 
new beds in the 2015 financial year. The vast majority of these will come on stream late in the second half. 
Lastly, Netcare will continue to evaluate potential international expansion opportunities. 

Turning now to the UK, the drivers of demand for private healthcare services in the UK remain strong and BMI 
Healthcare remains very well placed to assist in addressing the growing supply gap, as budgetary and capacity 
constraints in the NHS continue to mount. The business will continue to look at its cost base, introducing 
widespread efficiency programs, however with an uncompromising focus on quality. The business will 
continue to invest in its facilities, and we expect to spend approximately £40 million on capex during the 2015 
financial year. 

Lastly a quick word of thanks to my finance and accounting colleagues across the Group for their combined 
efforts in producing this set of interim financial results and of course the related set of presentation materials. 
I thank you for your attendance and attention and I’m going to hand back to Richard. 

Dr Richard Friedland 

Thanks very much Keith. Ladies and gentleman, thank you for your attendance this morning. That concludes 
the formal part of our presentation and we are very happy to take any questions that you may have. A 
question in front. 

Sean Ashton – Anchor Capital 

Richard, just a couple from my side. The South African operations is large part of the capacity expansion with  
greenfields projects, which in my understanding tends to have a bit of a J-curve effect on the margins. Can you 
give a bit of guidance around margins beyond 2015 once that new capacity comes on stream? Then secondly, 
in the UK, the discussion seems to be a lot about defending margins. Obviously this period was an 



improvement, but you have the issue of continuing shift towards NHS type case load. It was obviously a design 
to introduce more complexity but what are you saying about the structural trend for margins in the UK 
business? 

Dr Richard Friedland 

Those are two questions, we will just hold on to them. Any further questions otherwise we will just answer 
that one. Question over there. 

Ross Krige 

Yes thanks. Morning, Ross Krige from JP Morgan. On the UK OpCo debt, will you remind us of the repayment 
there and whether you are going to refinance that before the next payment. On the volume growth, would 
you be able to give us a split between PMI, Self-pay and NHS caseload? In terms of the negotiations with the 
funders, especially BUPA, could you give us an update on how those are going? And then what is the impact of 
Nuffield Spire hospitals in Manchester, on Alexandra hospital? In terms of your international expansion, you 
mentioned you are looking at opportunities, could you give us some detail on anything specific, if applicable? 
Thanks. 

Dr Richard Friedland 

Any further questions? Okay, so we will handle those two questions. Firstly, guidance on margins: we don’t 
generally tend to give guidance on margins. I think you’ve answered part of that question in terms of the 
dilution effect that new hospitals will have both on occupancy, broadly speaking, and also on margin. I think 
you know, having looked at the way our new hospital in Waterfall has performed, that we are really looking for 
a two to three year period to get to a break-even level and a cash flow positive level within these hospitals. 
We’ve got strong demand without giving too much away, I would say that while we are going to be pretty well 
occupied in Pinehaven, we could take on at least another 100 beds there. In Polokwane we thought we would 
open 100 beds and we’ve now decided to open the full 200, primarily because of demand in that specific area. 
I hope that that will give you enough guidance. 

Could you just repeat your second part of the question, it was related to the UK. Could you repeat the question 
please thanks. 

Sean Ashton – Anchor Capital 

Just a bit more guidance about where you see margins heading, obviously where the trend seems to be where 
you have pressure, the NHS case load, the overall HEPS. You want to incorporate a lot more complexity into 
your case load to try and offset this dilution, but you have efficiency programs in place. A lot of the 
commentary in this presentation seems to be about defending the level of margins as opposed as the ability to 
grow. 

Dr Richard Friedland 

I’m going to call on Jill to say something about that but I will say that the general philosophy within Netcare is 
that we never speak to expanding margins, we always try to maintain them. But we do our level best to 
increase those margins and I think over the longer term, not necessarily the medium term, we are looking to 
expand those margins. We still believe there is sufficient leeway for us to grow complexity, it will require 
investment and we do believe that this PMI market will come back to us, albeit in a different structural form 
from what we are currently seeing at the moment. Do you want to add anything Jill? 

Jill Watts 

I don’t have a huge amount to add to what Richard said. There are certainly some unique dynamics within the 
UK market and the PMI market has been quite flat. I think longer term I certainly agree when you look at what 
is happening in terms of overall demand within the system. I think we will start to see PMI come back, and in 
the shorter term we are focusing on those opportunities to better utilise the facilities that we have. To invest 
in what we have to grow more complex procedures and there is still room to drive and grow greater efficiency. 



So I think it’s a combination of all of those areas to certainly protect and look for ways to grow that margin into 
the future. 

Dr Richard Friedland 

Thank you. There was also a question asked on Manchester and the impact of Spire, would you like to take 
that Jill. What is the impact of Spire’s new operations there? 

Jill Watts 

It is certainly becoming a much more competitive market and we are starting to see the shift of traditional 
players such as HCA, who were based in London, outside of the London market. We are looking at our own 
overall strategies, not only from a defensive point of view, but also what can we do to continue to grow our 
own business within those areas. We have some comprehensive strategies both in Manchester and other 
areas which we are focusing on, including our doctor engagement strategies and investment strategies but 
also in terms of how we drive those businesses at a local level.   

Dr Richard Friedland 

Thank you Jill. We were asked a question on the update on BUPA negotiations, would you like to take that 
Melanie? Thanks Jill. 

Melanie Da Costa 

We had a three year contract with BUPA, it was renewed for another year which takes it to November 2015. 
We do have a negotiation which commences pretty soon. It’s still in early stages, there is nothing we can share 
other than it will be a pretty normal negotiation with all the difficulties that come with the process, but at this 
stage, nothing further to guide. 

Dr Richard Friedland 

Thank you, and if I heard correctly, there was a question on OpCo debt in the United Kingdom and the tenor of 
that and the debt profile. Keith, could you take us through that please. 

Keith Gibson 

Thanks, with respect to the OpCo debt, as I pointed out, the business repaid a £24 million maturing debt 
tranche in October 2014. The next tranche of debt to fall due is the £23 million pounds which falls due in 
October 2015. I pointed out earlier that the business remains very comfortably geared with net debt to EBITDA 
ratio at 1.7 times, given the capacity that the last repayment has created, plus what will be created through 
the settlement of the upcoming maturity. Refinancing the business is something that we will potentially be 
looking into in the near term. 

Dr Richard Friedland 

Thank you very much and I think that if I understand you correctly, there was one last question on 
international expansion. We have diligenced and continue to diligence a number of opportunities globally. We 
think there are a number of opportunities that we can add a lot of value to. It is our policy, however, not to 
disclose the nature of those opportunities or the specific geographies and if we have something of substance 
or materiality, we will certainly make an announcement in that regard. 

So, ladies and gentleman I think that concludes the presentation and questions. Is there another question? 
Two online, would you like to read them? 

Lyn Bunce 

Paul has noted thanks for the website, it is nice to be able to connect from the UK, so that is just a comment. 



Tony da Silva from Blue Alfa Investments asks: what is the run rate of BMI extraordinary expenditure for FY15 
and FY16 relative to the £6.1 million incurred in the first half? And, what will be the impact on normalised 
EBITDA once it’s completed?  

And then a second question from Simon Mather from Barclays for Jill: can you comment on the operational 
differences between BMI and Ramsay that you hope to adopt to drive easy wins, efficiencies and margin gains. 
Second question, your thoughts on BUPA tariffs given senior management comments that they are pushing for 
significant cuts. And question three, comments on UK press reports that you are looking for a rent holiday? 

Dr Richard Friedland 

I can deal with the last one, of course we are looking for a rent holiday, we are not going to comment further 
on BUPA, and Ramsay’s margins are 25% and that’s the mandate we have given Jill in the United Kingdom! I’m 
joking about that. Keith, do you want to talk about the extraordinary or once off costs and then let Jill talk 
about Ramsay and her experience there. 

Keith Gibson 

Thanks very much. With regard to the restructuring costs that have been incurred in the UK, this is a program 
that still has some way to run. We have incurred £6.1 million to the half year and we would suggest that the 
run rate is going to continue on an even keel through the remainder of the year. 

Jill Watts 

In regard to comments on Ramsay: the Ramsay footprint is quite different to the BMI footprint which is wider 
spread and much more based around cities. A number of Ramsay hospitals were impacted to a greater degree 
in the turn down in the economy, and so they very aggressively went after NHS work. The BMI strategy is more 
around filling the spare capacity and maximising the utilisation of the facilities. We are going to be looking for 
growth in all three payor groups, not just in the NHS. In saying that, there are still huge opportunities, however 
obviously with the margin issues that come with doing more NHS work you have to look at different operating 
models. You have to be more efficient and to really look back at the patient pathway to look at lower cost 
quality models. That type of work takes a number of years to drive through the business. So there are some 
similarities, but there are a number of differences. At the end of the day it is all about efficiently driving the 
business and looking at continuing to grow. 

Dr Richard Friedland 

Thank you. Ladies and gentleman, thank you very very much for your attendance, another question up there. 
Last one, split in volumes? Apologies, we didn’t answer that. 

Jill Watts 

39% NHS volumes, Self-pay 10.9% and PMI 49%. There has been a 14.8% volume growth in NHS. In PMI we 
have seen a 4% decline and I think just under a 1% increase in Self-pay. 

Dr Richard Friedland 

I think it is now safe to assume we have completed all the questions. Ladies and gentleman, thank you very 
much for joining us this morning. Please join us for a light brunch or some tea and coffee outside and thank 
you very much to everyone who was involved in the presentation, thank you. 

 


