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Good Morning Ladies and Gentlemen, may I welcome you here this morning to our presentation of the 
Netcare Ltd Group results for the six months ended 31 March 2017.  I would like to acknowledge the 
presence of our Chairman Meyer Kahn, Deputy Chair Thevendrie Brewer, members of the Netcare Board 
and the Executive Committee.   

I will be taking you through an overview of our Group performance, before delving into the divisional 
performances within South Africa in more detail. I’ll then hand over to Jill Watts, GHG’s CEO who will 
unpack the United Kingdom’s performance in more detail, and then Keith Gibson, our Chief Financial 
Officer, will analyse our financial performance for the past six months, and give guidance on the 
remainder of the financial year.  

Turning now to a Group overview.  A reminder of our comprehensive network of services both in 
Southern Africa and the United Kingdom.  We now have 115 hospitals, 13 401 hospital beds, 618 
theatres and 90 primary healthcare centres.  And in South Africa, under the brand of National Renal 
Care, we provide renal dialysis services at 61 centres.  We have 85 Netcare 911 bases, seven training 
Colleges and I think I’ve said this several times in the past, far more important than the assets we own or 
manage, are our people, and we’re very fortunate to employ over 30 000 people in Netcare.  

Turning to our financial overview of the Group performance, and I want to spend some time on this 
slide.  Those circle charts really demonstrate the relative contribution of South Africa and the United 
Kingdom to our Group revenue, Group normalised EBITDA and adjusted headline earnings per share.  As 
you will see we actually grew revenue in both our geographies with South Africa growing by 2.3% and 
the United Kingdom demonstrating a growth of 3.2%.  However as a result of currency fluctuations, and 
in particular an almost 24% weakening of the British pound against the South African rand, our actual 
Group revenue declined by 10.1% to R16.9 billion. That was a decline of some R2.4 billion as a result of 
the currency impact.   

Normalised EBITDA, that is excluding a profit of R203 million from the sale of the land and buildings of 
the old Netcare Christiaan Barnard Memorial Hospital in Cape Town, reduced by 13.1%, to R2.3 billion, 
again currency played a very significant role in this, to the tune of R130 million.  And if we had held at a 
constant currency in terms of the pound/rand exchange rate, EBITDA would have fallen by 8.3%.  
Adjusted headline earnings per share were 80.6 cents, down 11.4%, and the Board has decided to 
maintain the interim dividend at 38.0 cents.   

Turning now to South Africa, a quick reminder of our network of services provided here which include 
54 hospitals, 5 Public Private Partnerships and a total of 10 604 beds.   We added 91 beds in the last six 
months, and our network includes a total of 422 theatres.  Our Primary Care division now consists not 



only of 85 medical and dental centres and sub-acute centres, but we also have 14 day clinics or day 
theatres, and as I’ve mentioned before, under National Renal Care, we have a total of 811 renal dialysis 
stations in our 61 centres, and Netcare 911 has 85 bases throughout the country.   

I want to unpack some of the factors that impacted or influenced our results over the last six months 
and I think it’s fair to say we had a very challenging trading period, characterised by low economic 
growth, which either directly or indirectly impacted on our demand for services, and I will explain this in 
more detail in the forthcoming slides.   

Notwithstanding the macroeconomic environment of low growth, and low growth in medical scheme 
beneficiaries, we have seen that hospital activity funded specifically by medical schemes, has been well 
below the historic trends.  We believe this is probably due to active case management by Medical 
Schemes as a result of the high utilisation rates they’ve been experiencing over recent years. 

Unfortunately in our Emergency Services division we were adversely affected by a prior year, non-cash 
accounting error which has been corrected in year and has an impact both on turnover and EBITDA, as 
well as a very poor performance in our Mozambique operations.  Netcare 911 provides extensive 
services to multinational oil and gas and mining companies in Mozambique, and given the significant 
economic and political turmoil in that country at the moment, many of these companies have decided 
either to completely shut operations or substantially down scale them, which has had an impact on our 
operations there. 

Pleasingly, we’ve undergone quite a significant structural change in Primary Care, as of 1 December 
2016 we outsourced our pharmacies to Clicks, which has an impact both on margin and revenue, and 
this has essentially moved from a revenue model to a rental model. We’ve also wound down our 
managed care administration services. 

So, having a look at Southern Africa as a whole in terms of the financial performance, revenue rose by 
only 2.3% to R9.2 billion, and allow me to unpack that for you.  We actually saw a 6.1% rise in Hospital 
division turnover, again significantly impacted by the accounting error that we’ve corrected for in 
Netcare 911, as well as lower revenue in Mozambique and a very significantly lower revenue in Primary 
Care, which we will show later.  EBITDA declined by 2.1% to R1.9 billion and as you will see our EBITDA 
margin declined by 90 basis points, which I will unpack for you in some detail in the forthcoming slides. 

Looking specifically at our Hospital division, we experienced a 1% decline in patient days, and the bar 
chart on the left hand side of this slide demonstrates this breakdown.  Significantly, more than 70% of 
the decline, which equates to 11 000 patient days, is due to non-medical aid funded patients, in other 
words private patients, foreign patients from SADC countries and patients that are injured at work or on 
duty, what we call workers compensation or COID.  The remaining 30% is as a result of Medical 
Schemes, with 7.5% as a result of our two larger funders and 22.5% due to the remaining funds. 

Our full week occupancies declined to 63.2% from 64.4% the year before, but I’m pleased to say we 
were able to maintain our week day occupancies at 69.0%, slightly down from the 69.9% in the previous 
year.  We have seen an increase in case mix complexity, also stabilisation of our medical surgical case 



mix or ratio and over this period we brought on 91 beds, and converted 35 beds to higher demand 
disciplines. I’m also pleased to say that we were able to attract a net number of 54 specialists with 
practicing privileges.   

So how does this all relate, when we look at the financial performance of hospitals together with 
Emergency Services. Our hospital revenue grew by 6.1%, a combination of two factors, increasing 
revenue per patient day of 7.4% due to the high complexity of cases we are seeing, offset somewhat by 
a 1% decline in patient days.  Total revenue for that division was therefore only up 4.6% to R8.8 billion 
as a result of the diminution in revenue from Netcare 911. 

EBITDA declined 2.0% to R1.8 billion and you will see that our margin in this division declined by 150 
basis points (bps) to 21.1%. 70 bps are attributable to the Hospital division and 80 bps to Netcare 911,   
Of the 70 bps in the Hospital division, 20 bps are a result of an increase in our direct or nursing payroll 
due to higher or more complex cases requiring ICU, and lower than anticipated volumes, 30 bps were 
due to the increased complexity of using far more expensive drugs and surgicals on which we earn no 
margin, its therefore margin dilutive, and 20 bps were a result of the new Netcare Christiaan Barnard 
Memorial Hospital rental of approximately R16 million in this period, remembering that that hospital 
only opened in the first week of December.  In terms of the 80 bps in Emergency Services, 50 bps are 
attributable to the prior year non-cash accounting error that we’ve corrected in year, and 30 bps are 
due to poor trading in Mozambique.   

Turning now lastly to Primary Care, and I refer to the diminution or reduction in the revenue in Primary 
Care as a result of moving our pharmacies from a turnover or revenue model to a rental model when we 
outsourced to Clicks. That transaction has proved to be very successful, you can see the impact with 
revenue declining by 32.1%, but the EDITBA margin improving by 370 bps from 9.2% to 12.9%.  Also 
during this period, in late December 2016, we wound down our managed care services completely.  Our 
EDITBA did decline by 5.7%, that’s essentially due to the start-up costs of our new day clinic, sub-acute 
facility and theatre in Kimberly. Operating profit in this division declined by 17.6%, as a result of our 
underlying trading and due to the depreciation increase from our new facilities.   

Finally, I want to give you a flavour of the new developments that are coming in the second half of this 
financial year. I’m pleased to say that we are expanding our cancer services in two of our flagship 
hospitals, at Netcare Milpark Hospital we’ve just introduced South Africa’s very first Gamma Knife. This 
is the international gold standard in cranial or brain radiosurgery for the treatment of brain tumors or 
lesions in the brain or skull. I’m also delighted to announce that the breast care centre of excellence 
situated at Milpark Hospital, under the guidance of Professor Carol Benn, has received full accreditation 
by the National Accreditation Program for Breast Centres. It’s only one of three outside the United 
States to achieve this, and certainly the first in Africa. We will be opening up our chemotherapy services 
next month at Milpark, and are busy constructing a radiotherapy bunker there which will open in the 
middle of 2018. At Netcare Christiaan Barnard Memorial Hospital we will be opening chemotherapy and 
radiotherapy services later this year. In terms of Primary Care, we expect to be opening a 30 bed 
rehabilitation and sub-acute facility, purpose built, in Hillcrest next month, and a day clinic consisting of 
two theatres and 12 beds in Upington, also in the second half of this financial year.  Ladies and 



Gentlemen that concludes the general overview, of our Group as well as South Africa and now I’m going 
to hand over to Jill Watts. 

Jill Watts 

Good morning everybody. I would like to start with an update, or refresher of the UK business. BMI 
Healthcare remained the largest private hospital provider in the UK, with a wide spread of hospitals right 
across the country. Our portfolio is made up of 59 sites, 13 of them located within the greater London 
area. We have close to 2 800 registered beds. We offer a broad range of complex services, including 
oncology services, 196 operating theatres, the widest network of critical care beds in the UK within the 
private sector, and we currently employ over 9 000 permanent staff and work with over 6 500 
consultants.   

The NHS system continues to remain under considerable pressure within the UK, with financial 
constraints driving growing waiting lists and lower patient confidence in the NHS. The majority of our 
NHS activity continues to be driven by the any qualified provider policy, which gives people in the UK 
free choice of provider for elective surgical procedures. This can be delivered within the private sector 
or the NHS, but is delivered at the same NHS tariff. Overall the NHS activity that we deliver in BMI 
Healthcare now makes up 43.5% of our case load. As waiting lists have continued to grow, we’ve seen a 
corresponding increase in patients choosing to self-pay for elective procedures and for hospital services, 
and this trend has continued across our business within the first half. The private medical insured 
market has remained soft and insurers continue to focus on ways to reduce in-hospital stay, and to shift 
work to day treatment and outpatient services.   

Turning to the finances. BMI Healthcare saw a revenue increase of 3.2% with revenue impacted by 
continued payor mix changes. EBITDAR, that is before rental expense, was down 2.4%.  Earnings were 
also affected by a one off non-operational benefit in the prior period. Rental costs were higher in the 
period due to normal lease escalations, and the impact in the prior period of a once-off lower charge at 
a single hospital. EBITDA declined by 20.3% to £24 million, at a margin of 5.2%, and excluding the 
reversal of the impairment recognised in the prior period, the EBITDA margin was down 160 basis 
points.   

Moving onto the business update.  Over the first half we saw solid performance in the UK with a 2.6% 
increase in inpatient and day case activity, and a 3.2% increase in revenue.  As mentioned PMI demand 
remains soft, showing a 3.6% decline, with insurers continuing to actively manage their costs through 
stringent claims management processes and directional products.  Decline in the private insured market 
was counter balanced with a 6.4% growth in Self-pay caseload, driven by growing waiting lists and 
targeted marketing. We continue to see strong growth in NHS activity, with the overall activity growing 
by 8.5% and e-Referrals growing by 10.2%.  e-Referrals continue to be the major driver of BMI 
Healthcare’s NHS admissions and they now make up 83% of our NHS activity. While growth in NHS case 
load is a positive sign for BMI Healthcare, the lower tariff continues to put pressure on margins. 
Outpatient activity, which continues to be an increasing part of the UK business, grew by 2.3%.   



This slide shows the number of GP referrals to independent sector providers, broken down by hospital 
group.  As you can see from the green line as of May last year, BMI Healthcare took a lead position and 
now receives more NHS GP e-Referrals than any of the other major groups. While NHS waiting lists have 
continued to grow, the overall rate of growth to the independent sector started to slow in November 
2016, as the financial pressures mounted towards the end of the NHS’s financial year. Notwithstanding 
the overall slowdown, BMI Healthcare saw an 8.5% increase in the period and we remain positive that 
we will continue to see growth within the second half. The number of patients now waiting 18 weeks or 
more for treatment has continued to rise on the back of the NHS removing the 18 week waiting target. 
Despite that, the 18 week indicator remains the widely used indicator in the press, and in April it was 
reported that waiting lists are now expected to soar to 5.5 million by 2019, compared with the current 
figure of 3.7 million. We’ve continued to invest in GP engagement, to ensure that the GP’s are aware of 
our services and the consultants that work with us. In the first half we engaged with over 6 000 GP’s in 
terms of educational activities and GP visits. 

And finally, some comments on investments in BMI Healthcare. During the year we continued to take a 
strategic approach to investment and linking our capital plans to our five year vision, to help support 
growth in new and complex services. In the period we also focused investment in sites where we face 
competitive threats. In Manchester, we completed phase 1 of our refurbishment program at the 
Alexander Hospital. In Nottingham, we completed phase 1 of a refurbishment program and established 
an ambulatory care unit at the Park Hospital. We’ve spent over £13 million on capital expenditure to 
date, and our spend has included investment in the look and feel of the estate and projects to enhance 
revenue generation, as well as to maintain hospital infrastructure. Two other noticeable schemes that 
were completed in the period include a new eye centre at our Ross Hall Hospital in Glasgow, which 
offers full scope consultant led ophthalmic services in a purpose built eye centre.  £2.5 million was 
invested in a new endoscopy kit, which will be managed through our decontamination hubs which are 
strategically located across the country, and provide services to a broad number of BMI Healthcare 
hospitals.   

More recently, but not on this slide, we’ve concluded the buyback of imaging radiography equipment 
that was previously operated by a third party at nine of our hospitals, taking advantage of a once-off 
opportunity to bring these services back in-house. This £7.5 million investment represents a major step 
in strengthening our in-house imaging services. We are currently on track to spend over £50 million in 
the full year and part of the overall growth strategy, which does not involve capital investment, is to 
continue to free up available theatre and bed capacity, by better management of the patient pathway 
throughout our hospitals, until we can backfill our theatres and patient rooms with more complex cases.   

That’s it on the UK. Thank you everyone and I would like to hand you over to Keith. 

Keith Gibson 

Thanks very much to Richard and to Jill and a good morning Ladies and Gentlemen. Let’s now turn our 
focus from the operational performance of our business units and have a look at the Group financial 
results for the half year ended 31 March 2017.   



The results for the first half of 2017 have been characterised by highly challenging trading environments 
in both geographies. The Group’s financial performance has been materially impacted by a significant 
period- on-period strengthening in the rand/pound exchange rate, during the first half of 2017. The 
average exchange rate at which we convert UK income and expenditure for the first half of 2017 was 
R16.82 to the pound. This is 23.9% stronger than the average rate applicable in the first half of 2016 of 
R22.10 to the pound, and currency conversion is therefore a key factor which must be taken into 
consideration when comparing the results, period-on-period. 

As communicated in our recent trading update, the current period results have also benefited from the 
inclusion of two sizeable non-trading transactions. Firstly, we have a non-cash, fair value accounting 
credit, which has arisen on the mark-to-market valuation of RPI swap instruments related to long term 
property leases in the UK. And secondly, we have a large profit arising on the sale of the old Netcare 
Christiaan Barnard Memorial Hospital land and buildings. Given the exceptional nature of these two 
transactions we have separately disclosed their impact, in order to allow for a more meaningful, like-for-
like comparison of the results against the prior period. The last matter that I would like to call out, up 
front, is that shortly after the reporting period, BMI successfully completed a full refinancing of its 
existing debit facilities, and I will go into more detail in later slides. I think it’s also worth mentioning that 
the financial results evidence that the Netcare Group balance sheet remains in a very health state as at 
31 March 2017, underpinned by comfortable levels of gearing and leverage.  

With that context as background, let’s now turn our attention to the Group statement of profit or loss 
for the six months ended 31 March 2017.  Group revenue amounted to R16.9 billion and declined by 
10.1%.  However this decline is due to currency conversion because both the South African and the UK 
businesses grew their top lines in their respective local currencies, and I’m going to unpack the impact of 
the currency effect in my next slide.   

Group EBITDA for the period amounted to R2.3 billion as compared to R2.6 billion in the comparative 
period and declined by 13.1% as a result of underlying trading conditions, exacerbated by currency 
conversion. The Group EBITDA margin of 13.7% shed 50 bps against the prior year. Operating profits 
declined in line with EBITDA to just under R1.7 billion. Net financial expenses have decreased from R249 
million to R204 million, this comprises an increase in the interest costs in South Africa, which has been 
more than offset by the impact of currency conversion. 

Normalised profit before taxation declined by 12.3% to R1.6 billion and the normalised Group tax charge 
decreased from R452 million to R440 million, representing an effective tax rate of 28.2%. This is higher 
than the effective rate in the comparative period, and this is largely due to the fact that H1 2016 
reflected the benefit of a reduction in the UK tax rate.  Therefore, normalised profit after tax for the 
period amounted to R1.1 billion. However, we now have to bring into account the two sizable non-
trading items. Firstly, as I mentioned there is a non-cash fair value accounting credit of R665 million 
before tax, which arose on the change in the fair market value of the UK RPI swap instruments. This 
liability has decreased quite substantially over the last six months, as a result of changes in the market 
expectations of future UK inflation indices. Secondly, we have the capital profit arising on the sale of the 
old Netcare Christiaan Barnard Memorial Hospital land and buildings, of R203 million. This sale was 



concluded shortly before the financial period end for a consideration of R300 million, however we have 
not yet received the cash proceeds because these will only flow to us on transfer of the property, which 
we expect to happen in H2 of 2017. Accordingly, the Netcare balance sheet reflects a receivable for this 
amount at the half year end. Taking all these factors into account the final reported profit for the period 
amounted to R1.9 billion, increasing by 46.1% over the comparative period.   

The rand experienced a sustained period of strengthening relative to the British pound across the first 
half of Netcare’s 2017 financial year, and as I’ve mentioned the average exchange rate applicable for H1 
2017 was R16.82 to the pound, 23.9% stronger than that applicable in the comparative period.  So what 
does this mean for Group revenues and for EBITDA?  Well, had exchange rates been held constant with 
those applicable in H1 2016, Netcare would have reported an increase of 2.7% in its Group revenues.  
However, the stronger rand effectively took R2.4 billion off the revenue line, on conversion of the 
revenue of our UK operations, and consequently we have a reported decline in Group revenues of 
10.1%.  Similarly Group EBITDA would have been R130 million higher had the exchange rate applicable 
in H1 2017, held constant with that of the comparative period. As you can see the constant currency 
decline in Group EBITDA of 8.3%, is notably lower than the reported drop of 13.1%.  

Let’s now take a look at headline earnings per share (HEPS). As usual we’ve published the HEPS metric 
which has been determined and calculated in accordance with the regulatory requirements. We also 
present an adjusted HEPS figure, in which we strip out items of an exceptional or un-sustainable nature, 
such as non-cash fair value movements on our swap instruments, Competition Commission costs and 
also the impact of changes in tax rates. The profit on the sale of the old Netcare Christiaan Barnard 
Memorial Hospital land and buildings, being capital in nature, is by definition excluded from headline 
earnings, and therefore it has no impact on either of the metrics that are reflected here.  Although I 
should point out that the basic earnings per share would include this profit.   

Group headline earnings per share increased by 18.9%, to 107.4 cents for the half year. This does 
however include the non-cash fair value accounting credit on the UK RPI swap instruments, which by 
themselves amounted to 27.3 cents, and this is evident in the large increase in the HEPS of the UK 
operations, up to 27.8 cents per share. The HEPS of the SA operations declined by 8.2% to 79.6 cents, 
after absorbing higher depreciation and interest charges on the recent expansions to our portfolio. The 
Group adjusted HEPS, which now excludes the non-cash fair value accounting credit on the UK RPI swap 
instruments, declined by 11.4% to 80.6 cents. The SA business delivered 80.1 cents with the contribution 
from the UK coming in at 0.5 cents.  

Considering now the Group’s balance sheet, we see that the total assets of the Group amounted to just 
under R30.9 billion at March 2017, as compared to R30.7 billion at September 2016. The closing 
exchange rate strengthened by only 5.2% from R17.79 six months ago at September 2016 to a closing 
rate of R16.85 to the Pound at the March half year end. Consequently currency conversion has had a 
less pronounced impact on the Group balance sheet, but has reduced the Group’s asset base by R672 
million. 



We continue to invest in and expand our hospital and ancillary facilities in both geographies, and we 
invested R960 million in capex during the period under review. Of this, R744 million was spent in South 
Africa and our UK business invested R216 million. We can see that in constant currency terms, current 
assets have increased by R530 million. This reflects normal seasonality in our working capital cycles, but 
also includes the R300 million receivable in respect of the sale of the old Netcare Christiaan Barnard 
Memorial Hospital land and buildings.   

In constant currency terms, we see that total shareholders’ equity has increased by almost R1.1 billion 
and the depth of the Netcare balance sheet is evident in its leverage levels as measured by its net debt 
to EBITDA ratio, where the coverage remains strong at 1.4 times as compared to 1.3 times at September 
2016. Group interest cover at 8.3 times remains comfortable, as compared to 10.4 times at September 
2016.   

As we usually do, let us now take a more in-depth look at our debt position. In South Africa, gross debt 
levels amounted to R5 billion at March 2017, increasing by R512 million, against the gross debt levels at 
September 2016. Net debt amounted to R4.7 billion at the March half year end and increased by R1.1 
billion over the course of the past six months, after utilising R2.1 billion in total for capex, dividends and 
tax payments. The leverage of the SA business remains comfortable, with a net debt to EBITDA ratio of 
1.2 times, and the cost of this has declined marginally over the course of the past six months to 8.9%. 
We’ve proactively fixed rates on approximately 75% of our total borrowings. Net interest paid increased 
from R37 million in H1 2016 to R91 million. This reflects higher interest charges on the increased levels 
of debt but also reflects the impact of currency conversion on the pound denominated interest income 
that we earn on the economic interest that Netcare holds in the debt of BMI Healthcare. Interest cover 
remains comfortable at 17.5 times, and with respect to available resources there is cash and undrawn 
debt facilities of approximately R7.7 billion available to us. We therefore have sufficient capacity with 
which to manage our future capital needs.   

Looking lastly at the debt of BMI Healthcare we see that gross levels have grown from £167.9 million at 
September 2016, to £179.0 million by March 2017. However cash holdings have also increased to £64.2 
million and therefore net debt has increased only marginally, from £110.0 million at September 2016 to 
£114.8 million at the March half year end. There’s been a slight reduction in the cost of debt to 7.9%, 
and net interest paid at £6.7 million for the half year, remains relatively flat against the comparative 
period.   

I’m not going to talk to covenant compliance and facilities available as at the half year, because on the 7 
April 2017 BMI Healthcare successfully completed the full refinancing of all of its debt facilities and 
these details are available on the next slide. BMI’s new debt facilities have three components. Firstly 
there is a Term Loan B facility of £85 million. This has a cost of debt of LIBOR plus 425 basis points and a 
maturity date of April 2022. Secondly, there is a £50 million Revolving Credit Facility in place through to 
October 2021, and this also has a cost of debt of LIBOR plus 425 basis points. And lastly there is a Second 
Lien tranche which comprises the debt that is beneficially held by Netcare. Maturity date on this debt 
has been pushed out to April 2023, and this debt has a cost of LIBOR, subject to a floor of 1%, plus 800 
basis points and this interest accrues to Netcare. 



Let’s now turn our attention to our guidance for the remainder of the 2017 financial year, beginning in 
South Africa.  In the near term we do expect that economic pressures and medical scheme interventions 
are likely to weigh upon the demand for the services that Netcare provides. However we do still expect 
to see growth from the new capacity that we’ve opened in the last two years. In the medium and longer 
term, we expect demand for private healthcare to prove resilient as a function of an aging population, a 
growing burden of disease and also medical innovation. Netcare will continue to explore efficiencies in 
its cost base, and will continue to drive its IT and other technology projects, which are aimed at 
mitigating some of these margin pressures. 

It’s highly challenging to be able to provide margin guidance at this point in time, when there are so 
many factors in the mix. However it is our current expectation that full year EBITDA margins will remain 
broadly in line with the outcome of the first half. With regard to capex, we expect to spend 
approximately R1.7 billion of capex this year, which will include the further development of the new 
Netcare Christiaan Barnard Medical Precinct as well as the expansion of Netcare Milpark Hospital and of 
course the maintenance and upgrade of our medical equipment and property estate. 

In the UK, the private healthcare environment is becoming increasingly competitive, with new entrants 
coming to market and existing operators opening up new capacity. With effect from 1 April 2017, as Jill 
has mentioned, there will be a reduction in NHS tariffs under a two year contract. In terms of the 
business’s current case mix, we would expect to see a reduction in our full NHS fees of approximately 
2.5%, which equates to roughly £6 million on a full year basis. With regard to NHS activity, while we 
would expect to see further rationing of services by the NHS, and therefore also growing waiting lists, 
the absence of available capacity in the NHS remains, and this we believe will continue to drive growth 
in BMI Healthcare’s NHS case load. 

The same factors are really at play with regard to Self-Pay activity, where patients are increasingly likely 
to fund their own treatments as the pressure on the public health care system continues to rise.  So, all 
these factors will create further pressure on both revenue and margins.  However,, management 
remains focused on all opportunities to mitigate these pressures through their ongoing efficiency 
programs and also the standardisation of pathways and processes across all areas of the businesses, and 
therefore in light of this we would expect that full year EBITDA margins will again remain broadly in line 
with the outcome of the first half. 

In terms of capex, the business is well on track to spend over £50 million during the course of this year.  
This is higher than our previous guidance, and the reason for this is that it includes the buy in of imaging 
equipment across nine BMI hospital facilities, where BMI will now benefit in future from the running of 
these services in-house.   

Lastly I would just like to extend a personal word of thanks and appreciation to members of the finance 
team from around the Group, for all of their efforts in producing these results and the related 
presentation materials. I thank you very much for your attention and will now offer a time for questions. 

Thanks, if I could just ask if you could identify yourselves and then ask your questions.   



Question 

Hi Keith, Avinash Kalkapersad from Deutsche Bank.  Just two questions from me.  First one, can you 
please give us a brief update on where the Akeso transaction is with the Competition Commission, and 
also with regard to patient days, how much of a percentage do private and foreign patients contribute 
to your patient days in terms of size and in terms of revenue contribution?  Thank you. 

Question 

Ken Sykes from UBS.  On the active case management, if we touch on that for a second, if I look at your 
chart and look at your commentary, it’s had a lesser impact on volumes. What is your view going 
forward and how long is this cycle going to last because it’s quite important? You are saying it’s a lesser 
impact and this is only gaining a bit of momentum now. That could obviously be quite a concern going 
forward.  Do you have any sense for how long this cycle plays out? And then on the UK, I understand 
there’s obviously been some anomaly in the margins, over the years, but if I look at 5.2% or there about, 
that’s gone back to 2013/2014 type levels. Would it be safe to assume that you are sort of running out 
of a bit of runway, if I could call it that in terms of, cutting costs and looking for efficiencies - are we sort 
of at the end of that process, obviously outside of all the rental issues? Thanks. 

Keith Gibson 

Good thank you. I’ll take a stab at that and may just ask Richard or Melanie to embellish further, should 
they feel a need to do so. Firstly the Akeso transaction is currently before the Competition Commission, 
it’s a detailed process, we don’t know exactly how long that is going to last. That has been lodged and 
we await further feedback in that respect. I think with regard to private patients, the extent of the 
activity and the contribution to revenue is very low, it’s below 5%. 

I think with regards to the funder expectations, obviously very difficult to call at this point in time. We 
can only present to you what our experience has been to date. As we said in our guidance, we do expect 
current pressures to weigh on demand for our services for the full year, and we will have to give further 
consideration as to whether guidance may be necessary on that, as the half year pans out. Clearly what 
does need to be taken into consideration is the timing of Easter, which fell in April of this year, and 
therefore April has been a softer month and notwithstanding the fact that winter falls within the second 
half of the year, and we normally benefit from that.   

With respect to the UK, yes as you have mentioned there have been some anomalies and that has 
obviously impacted on the comparison of the year–on-year margins. As I have said, management still 
remains very focused on efficiency drives, and we do believe there is some way to go, however these 
efficiency drives are more focused at mitigating the margin pressures rather than increasing margins.   

Question 

Thanks guys, Ross Krige from JP Morgan.  I’m just following on, on SA trading. I know Easter obviously 
falls in April as you just mentioned but excluding Easter have things improved from the beginning of the 
year, would it be fair to say, and then in the rest of Southern Africa if you could give us a rough 



indication of sales from Netcare 911 and Mozambique, and then a final question on the RPI swap 
liability in terms of the rental and renegotiations, would there be any cash impact of that RPI swap 
liability? 

Thank you. 

Keith Gibson 

As I have mentioned, April was a softer month because it had the impact of Easter but it also had the 
impact of the holidays falling later in the month, in terms of Freedom Day falling on the last Thursday of 
the month and leading into a Public Holliday on the 1st of May. So April has been a softer month. With 
regard to the performance of Emergency Services, this is information we don’t separately call out and 
disclose to the market. And then lastly with regard to the impact of the RPI swaps, we did highlight the 
broad terms of the rent deal when we last communicated in November 2016. Upon conclusion of a rent 
deal, it would be envisaged that the swaps will, in essence, eliminate and be settled up for no cash 
outflow. 

Thank you. 

Question 

There are three questions that have come through emails.   

From Shaun Ungerer from Arqaam Capital.  Good morning everyone, taking a step back to the trading 
update, the clamp down on medical aids for case admission sounded like the most concerning issue 
driving the negative 1% for patient day growth, this appears to be very different now, what changed?  
Thanks. 

Keith Gibson  

Shaun, I think really the factors at play there are that when we had the trading update, we were not 
quite at the end of the reporting period. The month of March, not having Easter in year has been 
stronger and we can only factually report on the impact that we have seen up to the end of March, 
which is what we’ve done here.   

Melanie, do you want to add to that? 

Melanie da Costa 

Shaun, the other point we want to raise is that we’re talking about the lack of growth so the active case 
management suppressed growth over the historic rate of growth which was closer to 2%. That’s what 
we were also referring to. 

Question 



The next question: Can you remind me how much the new Christiaan Barnard Memorial Hospital cost to 
build, how many beds does it currently have and can the number of beds be expanded under the master 
plan?   

Keith Gibson 

Thanks very much, Richard can I ask you to answer that, thank you. 

Richard Friedland 

It currently has 248 beds, it can expand to and develop, we hope, closer to 350 to 400 beds over time.  
That includes putting in a day centre, step down facility and using available pockets. We’ve got the 8th 
floor available, which is parking at the moment and which can also take on beds, so it has a very large 
platform. Christiaan Barnard is a hybrid model, so we invested approximately R650 million in capex to 
develop the inner shell, but we lease the outer shell and the parking from a third party landlord and 
hence the rental charge that we referred to. Of that R650 million part of it is offset by the sale of the 
land and buildings of the old Christiaan Barnard Memorial Hospital for R300 million, of which R203 
million was booked as a capital profit.   

Keith Gibson 

Thank you Richard. 

Question 

Final question from Mathew Menezes from Citi Bank. Please can you give us more detail on the buyback 
of BMI imaging services, who was it acquired from, how did BMI fund it, should it have a material impact 
on BMI’s profitability? 

Richard Friedland 

This was acquired from AML or Alliance Health Care, it won’t have a material impact, and the price 
consideration we’ve already given was £7.5 million. The equipment is at nine facilities across BMI and 
now allows us to operate those facilities ourselves, and clearly we also focused on expanding our own 
imaging services in the United Kingdom. The financing was also provided for in our refinancing that was 
concluded on the 7th April. 

Keith Gibson 

Well thank you very much, with that we will close the presentation, thanks for your patience, attention 
and attendance. 


