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Dr Richard Friedland  
Good morning ladies and gentlemen. Welcome to this presentation of Netcare Limited's 
interim results for the six months ended 31st of March 2019. Welcome to the chair of 
Netcare, Thevendrie Brewer and other directors of the Board of Netcare as well as senior 
managers and executives that are present.  

At the outset let me thank our various teams and staff across all of our various divisions in 
Netcare for their incredible efforts in producing these results over the last six months. You 
would have seen in the SENS that we released this morning, and in the booklet before you, 
that one of our non-executive directors, he's a household name in terms of economics, Dr 
Azar Jammine, will be retiring from the Board of Netcare, as of the end of September this 
year. Azar joined us 20 years ago, when I think there were no more than 18 of us in the 
entire management team and head office structure at Netcare. On behalf of all of us, I really 
want to pay tribute to you Azar, thank you for your extraordinary contribution, both to the 
growth of Netcare and also to the evolution of our strategy.  

A few moments ago as people were walking in someone said to me, how would you 
characterize your relationship over the last 20 years with Azar? I might borrow some of your 
economist speak by saying, on the one hand, a lot of ups and downs, but on the other hand, 
even keel and smooth sailing. Thank you very much Azar.   

We also announced this morning in the SENS the appointment of Lezanne Human to the 
Board of Netcare as a non-executive director with immediate effect. We're absolutely 
delighted to welcome Lezanne this morning, and have you join the Board. She's got an 
extraordinary CV if you take time to read it. She has incredible experience in engineering in 
e-commerce, and in the digital space. She previously headed up e-bucks for FNB and is 
currently a director and co-founder of Bank Zero, a digital bank that will be launched later in 
the year. As we expand our digital platform in Netcare, disrupting everything we do from a 
manual repetitive paper based form of operating, I know that we are all going to benefit 
enormously from your experience and expertise, so welcome to you.  

Last year when we acquired Akeso, the co-founder of Akeso and the managing director 
Allan Sweidan, agreed to stay on to allow us to fully integrate and bed down the acquisition. 
I'm delighted to announce today, and welcome in the audience, the new managing director 
of Akeso, Dr Sandile Mhlongo. Sandile has extensive experience as a medical doctor in the 
healthcare sector, and more recently over the last nine years worked for a very small 
medical aid known as Discovery. Sandile, we look forward to your contribution, in growing 
and expanding our mental health platform, and welcome you to the Netcare family.  

Now, to the small matter of our results ladies and gentlemen. I'll be taking you through an 
overview of our group performance, and in particular our two operating divisions, and also 
highlight some of the progress we've made in the new strategy that we unveiled last year, 
before handing over to our Chief Financial Officer, Keith Gibson, who will be taking you 
through our financial numbers in more detail, and also at the end of that giving guidance for 
the remainder of the year.  

If you've driven past Netcare this morning or over the weekend you would have seen the 
banner that is wrapped around the building, and I really want to pause here, to pay tribute, to 
acknowledge, to thank, and to recognize the thousands of nurses in Netcare who do an 
extraordinary job on a daily basis, day in and day out, and not just within Netcare, but 



certainly in South Africa and globally. They're at the coal face of delivering person centred 
health and care, and they are the heart and soul of everything we are trying to achieve within 
our organization. 

Turning to our performance over the last six months, we have seen a tightening of the 
market over these past six months as a function of the broader economy, but also of the 
healthcare sector in particular. This has been exacerbated by virtually no growth in medical 
aid membership, and also the emergence of discounted network options that have restricted 
the choice of provider.  

Last year we announced a significant revision to our strategy, focusing on the concept of 
person centred health and care that will ultimately be digitally enabled. At our interim results, 
and again at our final results, and in our annual integrated report, we laid out the key 
elements of the strategy that we believe will allow us to continue to create value and a 
competitive sustainable advantage. Despite the vicissitudes of the last six months, and a 
rapidly changing healthcare market, we've made a lot of good progress in delivering on 
some elements of this strategy. What is important to realize is that the results of this strategy 
will take time to fully manifest. We are confident that over the medium to long term, we will 
emerge from some of the short term vicissitudes that we speak about in our SENS, and 
some of the constraints that we are facing within the short term, with a very strong 
competitive sustainable advantage over our peers. Let me be very clear what I mean by that. 
It's simply three things: Our ability to grow above the market; our ability to defend and 
increase margin; and importantly, to deliver significantly differentiated and better and safer 
care.  

Revenue increased by 5.6% to R10.5 billion, for the period normalized EBITDA was up 1.3% 
to R2.1 billion, and adjusted headline earnings per share rose by 2.4% to 84.3 cents. In line 
with the capital management guidelines we released at the end of last year, we were able to 
declare dividend of 47 cents which is 6.8% up on the same period last year.  

Turning now to an operational review of our various divisions. Before I do so, just a quick 
glimpse of the extensive array of services we provide within Netcare, and the assets 
underpinning those that we either manage or own. I want to draw your attention to the 
number of employees, because I've always said that the most important assets are our 
people. We're very privileged to be able to work with 21 608 individuals. In a country that is 
struggling with unemployment and a lack of skills development, I want to point out the fact 
that we remain the largest trainer of healthcare workers in the private sector in South Africa. 
Of course underpinning everything we do, is our concept of person centred health and care 
that will ultimately be digitally enabled.  

Turning now briefly to give you an overview of the strategy that we outlined in our annual 
integrated report last year, and the six strategic pillars or key elements of the strategy that I 
will talk to during the presentation. Firstly, consistency of care is the absolute bedrock of 
everything we are trying to achieve within Netcare. We are fundamentally disrupting the 
entire platform within our organization. In partnership with Apple, Qualcomm, Deutsche 
Telekom Clinical Solutions and IBM Watson Micro Medics, we are putting in comprehensive 
electronic medical records throughout our hospital division and throughout our other 
divisions. We remain absolutely committed to normalizing and transforming our own 
company, and making a very significant contribution to our society and our country.  

One of the areas of enormous focus for us at the moment is organic growth. There are a lot 
of initiatives we are very busy with at the moment that we cannot disclose, and we will bring 
them to market as soon as we are in a position to do so. Another area that we have not been 
particularly good at within Netcare, is driving the strategic and synergistic partnerships 



between our divisions. Last year, after an extensive analysis, we released our capital 
management guidelines in terms of capital allocation, distribution, and evaluation of assets 
going forward, in order to create economic value. Enhanced economic value remains a 
pivotal strategic imperative for us.  

How does this translate to our hospitals and emergency services in terms of organic growth? 
Total patient days for the past six months were up by 8.5%. Ladies and gentlemen this is 
somewhat flattering because it includes six months of Akeso's results. If I may remind you, 
we only acquired Akeso on the 27th of March last year, so they weren't consolidated into last 
year's base. Nonetheless, demand for mental health services continues to increase 
unabated, and we've seen a 20% increase in patient days for Akeso, driven largely by the 
maturing of two hospitals, one built in 2017 and one that was commissioned last year.  

In terms of our acute hospitals, we've continued to see funder case management pressure, 
and the emergence of these low discounted hospital networks impacting on acute demand, 
and as a result our acute patient days fell by 1.0% over the last six months. The impact on 
occupancy was as follows. We saw an 80 basis point decline both in full week and weekday 
occupancy to 64.5%, and 70.4% respectively.  

I'm pleased to announce that we still continue to attract many specialists to Netcare, and 
over the past six months we granted practising privileges to 101 specialists. How did this 
translate in the numbers? Revenue rose by 5.1%, if we strip out the six months contribution 
of Akeso, revenue rose by 2.9%. If you look purely at acute hospitals, 4.2% was the increase 
in revenue per patient day and there also was a 1.1% increase in the length of stay. As we 
had guided to, our EBITDA margins declined by 70 basis points to 20.8%, and EBITDA rose 
by 2.0%, if we exclude non-trading costs of approximately R56 million.  

Turning to Primary Care, pleasingly we saw an 18.8% increase in revenue. This has largely 
been driven by our increased focus and drive in terms of occupational health care, and also 
our day clinic network. EBITDA only rose by 2.0% as a result of the rapid growth of lower 
margin occupational healthcare services. There are certain once off restructuring costs we 
had within the Primary Care division, and the start-up costs for two new theatres during the 
period. As a result of all of that, EBITDA margin did fall to 13.3% from the prior period.  

I think we've indicated to the market we are moving away from this obsession and focus on 
bricks and mortar, and focusing far more on systems, digitization, and on integration. As a 
result of that no new acute beds were opened over the period. In line with our philosophy of 
using underutilized beds, we converted 10 beds to higher demand disciplines, in this case, 
haematology. We're still seeing very good growth in mental health and we opened up 51 
new beds in the period, 28 at Akeso in Parktown in Johannesburg, and an additional 23 
beds in Akeso George, which we refurbished and opened in March of this year. Looking 
forward, we're going to be opening a new day clinic in the annex adjacent to the new 
Christiaan Barnard Memorial Hospital. That opens in June, and in the 2020 financial year 
we'll be opening a new mental health facility in Richards Bay, consisting of 36 beds.  

If you've driven past Milpark recently you'll notice several cranes. Fortunately we are at the 
end of that construction, and we'll be opening 100 new beds at Milpark in November of this 
year, falling into the 2020 financial year. That will bring that hospital to a total number of 456 
beds. The last brownfield expansion on our books is at St. Augustine's in Durban, where 
we're increasing the number of Cardiology beds by 20. We announced a new greenfield 
hospital last year in November, the amalgamation of two very old, high demand hospitals in 
the south east of Johannesburg, the Alberton and Clinton hospitals. The new hospital is 
scheduled to open in 2021.  



Returning to the strategic pillar of driving consistency of care through clinical outcomes, 
which is the bedrock of everything we are trying to achieve within Netcare, one of our key 
focuses is driving improved outcomes. We have developed many science based treatment 
guidelines that are benchmarked, not just against international guidelines, but with the full 
endorsement and collaboration of local academic, and professional associations. Our entire 
electronic medical record will be guided and endorsed by the various associations that are 
relevant in South Africa.  

Now we've chosen two very common conditions here this morning, just to give you an idea 
and a sense of how we're driving these outcomes. In terms of heart attacks, we know that 
how quickly we're able to recognize someone who has a heart attack, and how soon we are 
able to intervene and treat them, has a drastic impact both on their survival and 
recoverability. In collaboration with the relevant professional and academic bodies in South 
Africa, we've set ourselves two very important international benchmarks. Diagnose it rapidly 
and ensure that patients coming to our emergency department receive an ECG within 10 
minutes, and if it is proven to be a heart attack, make sure that we can remove that blockage 
within 60 minutes. We've set ourselves a target this year of ensuring that in at least 75% of 
cases we are able to achieve that.  

Similarly, if we can rapidly recognize from the onset the signs of someone having a stroke, 
and we can diagnose it quickly, we have the potential to completely reverse the effects of a 
stroke. So what we have done is to really look at our various facilities in terms of their 
readiness and ability to a) recognize, and b) diagnose and then immediately treat where it's 
appropriate, someone who has a stroke. We've used the criteria of the South African Stroke 
Society. There you can see all of our emergency departments and facilities in terms of their 
stroke readiness and ability to treat. Again, we've set ourselves two benchmarks. Make sure 
that a patient has a brain scan within 25 minutes of arrival. If there is a reversible cause, 
such as a blockage or a clot, let's make sure we can remove or dissolve it within 90 minutes.  

Now progress on probably what is the most ambitious element of our strategy, and what we 
believe will certainly differentiate us from our competitors across the continent, is the 
digitization of our platforms. We've made fantastic progress in blue printing, and 
standardizing all our policies and procedures and forms within the hospital division. We are 
very close to receiving the customization of the clinical solution from Deutsche Telekom 
Clinical Solutions, which will allow us to begin the pilot, which we expect to start later this 
year. In terms of Netcare 911, it is completely digitized, from the receipt of a call, to the 
dispatch of a response car, or ambulance, to the treatment and stabilization of patients. In 
fact, it's the only emergency service in Africa that is fully digitized, and one of a handful of 
emergency services that is completely digitized globally. In terms of our Primary Care 
division, occupational health care is fully digitized and we're in the process of rolling out a 
digital platform to all of our Medicross medical and dental centres. We'll have completed this 
by September next year. In terms of Cancer Care, we've introduced an electronic medical 
record in our radiotherapy division, and we're currently scoping one for chemotherapy. 
Likewise in terms of Akeso and National Renal Care we're in the process of scoping these 
electronic medical records.  

One of the key elements of our strategy as I said, is normalizing and transforming our own 
company, through the demographic and gender profile within Netcare. Over 80% of our 
employees are women and 77% of our employees are black. We are both grateful and proud 
that we are one of the leading companies in embracing people living with disabilities, and 
they constitute 3.2% of our workforce.  

We run extensive programs and training in this regard, and are also a leader in this. Now 
we're focusing on certain key deliverables in terms of our transformation, one is skills 



development. We have spent R83 million over the last six months, 80% of which was on 
black employees. We are a very active participant in the Youth Employment Scheme 
launched by our President earlier last year, and this year we'll be transitioning 553 
unemployed youth into training programs, and ultimately full time employment, and careers 
within Netcare. In terms of supplier development, 80% of the R4.6 billion that we spent over 
the last period is with broad-based BEE compliant suppliers, 40% of that spend is with black 
owned companies, and 24% of that spend with black woman owned suppliers.  

In terms of enterprise development, another key focus of ours, we've spent R47 million on 
16 entrepreneurs, creating to date 147 jobs. We'll be opening a unique centre in Alexandra 
towards the end of this year, where we're creating three new businesses and a significant 
amount of jobs. Again, we'll update you at our year-end results. There is one further pillar 
that we're working on, which is the ownership within Netcare, and we hope to update you 
with progress in that regard either later this year or with our year-end results. If you look at it 
in terms of our BEE rating, before the codes changed we were the leading healthcare 
provider in terms of BEE, reaching a level 2 grading. When the grading changed, and the 
emphasis within this rating moved, we slipped back to a level 8. I'm pleased to say, last year 
we achieved a level 5 and we're on target to achieve at least a level 4 this year.  

I put this slide up because over the last 11 years we have experienced an extraordinary 
constraint in terms of the supply and generation of electricity and water in our country. In an 
organization like ours, unlike the retail or the banking or financial services, we never close. 
We are open 24 hours, 365 days of the year. We simply cannot afford an interruption to 
power supply, and we have critically ill patients on ventilators and patients being operated 
on. We have spent a significant amount of capital, time, and energy in building up a platform 
to ensure that our patients are always safe in our hands. We have, as a result, the largest 
healthcare solar photovoltaic or PVR installation in the country, with 9.1 Megawatt peak 
installed capacity. All of our Netcare hospitals and facilities have uninterrupted power supply 
and generators supplying all critical areas. Importantly, in 32 of our hospitals we also have 
dual redundancy, which really allows us to continue operating, operating on new cases and 
admitting new patients to the hospital despite the fact that Eskom might be load shedding. In 
our 24 large hospitals, which represent 55% of all of our hospital beds, we have complete 
island load capacity, meaning we can supply the entire campus, or entire facility and run 
completely independent off the grid.  

In terms of water we have between 24 and 48 hours storage at every one of our facilities. In 
the Western Cape, which has experienced chronic water shortages, we can actually run 
completely independent of water supply, having put in a desalination plant at the Netcare 
Christian Barnard Memorial Hospital that's able to supply water to all of our facilities in the 
Western Cape. In five hospitals that have had chronic water shortages over many years, 
we've sunk boreholes and put in filtration plants. 

Lastly, just to reiterate our absolute commitment to improving access to health care. As we 
stand here today we all know that unless we can find a solution to both access and 
affordability in our country, to basic health care services, we are unable to build a society 
that is either sustainable or healthy. Netcare in particular, has been hard at work in 
promoting the private sector involvement in the training of nurses, to meet the shortages, 
and the training of doctors. We recognize that no National Health Insurance or universal 
healthcare will be able to be successfully delivered, if we are unable to fully staff our various 
clinics, hospitals and health care services. We're also hard at work in finding constructive 
solutions to improve public access to health care, and on a daily basis, our hospitals, our 
primary care, our oncology services are assisting government hospitals and facilities. Lastly, 
before I hand over to Keith, just an update on the Healthcare Market Inquiry. We've seen the 
provisional recommendations and findings. Recently, in April, there were three seminars 



held to discuss them and we're hopeful that the final publication of the report will happen on 
the 30th of September. I'm going to hand over to Keith to take us through the far more 
interesting financial numbers.  

Keith Gibson  
Thanks Richard and good morning ladies and gentlemen. Let's now turn our attention to the 
unaudited group interim financial results, for the six months ended 31 March 2019. The first 
six months of the 2019 financial year has been characterized by an increasingly challenging 
economic and healthcare environment. Against this backdrop Netcare has produced resilient 
trading results. With regards to the presentation of our financial results, I just want to 
highlight that the results of Akeso are included in our 2019 numbers. However, they are not 
included in the comparative H1 2018 numbers because this predated the completion of the 
acquisition. We remain firmly committed to the disciplined capital management guidelines 
that we shared with the market in November 2018, and in terms of this approach to capital 
structure, Netcare is now carrying higher average debt balances and as a result we have got 
higher interest charges. However, the overall balance sheet and the cash generation of the 
Group remains strong.  

So let's begin by taking a look at the Group statement of profit or loss for the six months 
ended 31 March 2019. As you will recall there was a lot of noise in the prior period results 
which related to Netcare's exit from its UK operations. These prior period transactions have 
been stripped out so that the statement of profit or loss displayed here reveals the results of 
continuing operations on a like-for-like basis. Revenue amounted to R10.5 billion, as 
compared to just under R10 billion in the comparative period, and grew by 5.6%. EBITDA for 
the six months amounted to R2.1 billion and increased by 1.3%. Included in this number are 
costs that were incurred with relation to the Healthcare Market Inquiry of R28 million in the 
current period, as compared to R8 million in the comparative period, and also non-trading 
costs of R56 million. Our operating profits grew by 0.9% to R1 748 million. We no longer 
hold any interest in BMI Healthcare's debt. However, in the prior period, before we 
announced our exit from the UK, R104 million worth of interest income was recognized on 
this financial instrument. Other net financial expenses have increased from R190 million to 
R246 million as a result of higher average net debt levels following both the acquisition of 
Akeso and also the focus on optimizing the Group's capital structure. Profit before taxation 
has reduced by 8.6% to R1.5 billion. The Group's tax charge has reduced from R479 million 
to R430 million. This represents an effective tax rate of 27.8%. Therefore our profit after 
taxation from continuing operations has decreased, period-on-period, by 7.9%, to R1.1 
billion.  

We then need to take into account the significant and mostly non-cash exceptional items 
relating to our exit from the UK, in order to arrive at this significantly higher reported profit for 
the period in the prior six months. However as you can see, discontinued operations have 
not had any notable impact on the current period results.  

We move on now to headline earnings per share (HEPS), which are presented on a 
continuing operations basis. As usual we have presented the HEPS metric which has been 
determined and calculated in accordance with the regulatory requirements, but we also 
present an adjusted HEPS metric, in which we strip out exceptional and unsustainable items. 
Beginning with headline earnings per share, we can see that this has increased from a loss 
of 10.6 cents in the comparative period, to a favourable 80.7 cents in the current period. This 
is not a particularly meaningful metric, because the prior period includes the significant non-
cash impairment of Netcares’ contractual economic interest in BMI Healthcare's debt, and 
therefore it's not a reliable indicator of underlying trading performance. Group adjusted 
HEPS from continuing operations, which strips out the non-cash impairment of our interest in 
BMI's debt, as well as adjusting for some other less material items of a non-trading or non-



recurring nature, amounted to 84.3 cents for the six months and is 3.9% lower than the prior 
period. However, the comparative period does include the benefits of interest income 
recognized on Netcare's contractual interest in BMI Healthcare's debt, and this interest 
income contributed 5.4 cents to the prior period adjusted HEPS. If we equalize the base and 
strip out the prior period’s non-recurring interest income, we see that the underlying adjusted 
HEPS actually reflects a growth of 2.4%.  

As already mentioned by Richard, an interim dividend of 47 cents has been declared. Our 
Netcare dividend policy is very simply to pay a sustainable income to its investors. As we 
shared with the market in November last year, we believe that Netcare can distribute 50% to 
70% of its future earnings to shareholders, while still maintaining a safe level of debt, and an 
investment grade credit rating. The interim dividend is well within this range coming in at 
55.8% of our adjusted headline earnings.  

Taking a look now at the Group statement of financial position we can see the total assets at 
31 March 2019 amounted to R21 billion, and has increased from R20.5 billion at September 
2018. In terms of Capex spent during the course of the six month period, this amounted to 
just under half a billion Rand. This included R218 million which was invested in expansionary 
projects.  

Assets held for sale comprise two items. Firstly, there's the Netcare Rand and Bell Street 
Hospitals with a carrying value of R55 million. The disposal of these two hospitals was a 
requirement of the Competition Tribunal's approval of our acquisition of Akeso, and the sale 
of both facilities has been concluded. However, this does remain subject to conditions 
precedent which still need to complete. Secondly we have our 56.9% interest in GHG 
PropCo2, with a carrying value of R226 million. This investment comprises six hospital 
properties in the UK, which are leased to BMI Healthcare, and the disposal of these assets is 
still in progress.  

Total shareholders’ equity has reduced from R10.4 billion to R9.6 billion, and this reduction 
has been driven both by the buyback and subsequent cancellation of R452 million worth of 
Netcare's shares, and also the distribution of a special dividend of R542 million.  

As we usually do, let's take a closer look at our debt position. We see that gross debt 
amounted to just under R7.5 billion at March 2019, and has increased by R1.3 billion against 
the gross debt levels at September 2018. Our cash balances at March 2019 amounted to 
R1.3 billion, as compared to just under R1.4 billion at September 2018, and therefore the 
Group’s net debt at the half year-end came in just short of R6.2 billion, and has increased by 
R1.4 billion over the course of the six months. This is however after distributing a combined 
R1.8 billion in terms of capex, ordinary dividends and tax payments, and in addition to that 
we have utilized R452 million to buyback and subsequently cancel approximately 18.9 
million Netcare shares. We've also applied R542 million worth of free cash in payment of a 
special dividend. The leverage of the Group remains comfortable, with net debt to 
annualized EBITDA coverage of 1.5 times. This remains well within our guidelines that we 
communicated to the market, of keeping this metric below two times. The cost of debt 
remains unchanged at 8.8%. The net interest paid has increased from R84 million in the 
prior period, to R246 million in the current period, and as already mentioned that is because 
we no longer own an interest in BMI Healthcare's debt and therefore, there is no interest 
income against the R104 million recognized in the prior period. Other net interest paid is 
higher as a result of our higher average debt levels, following the acquisition of Akeso and 
also taking into account all of these factors described in the top box here.  

Our interest cover at 7.1 times remains healthy, and once again this is comfortably within our 
guidelines where we undertook to keep this at a level of above 5.0 times coverage. 



Netcare’s overarching policy with regards to its capital structure is to maintain a strong 
balance sheet, and to retain an investment grade credit rating whilst utilizing a safe level of 
debt to reduce our cost of capital. I'm pleased to announce that Netcare has successfully 
retained its favourable GCR credit rating of A+ for long term, and A1+ for short term.  

With regard to available resources, Netcare has cash and undrawn debt facilities in excess 
of R6 billion available to it. Furthermore our debt maturity profile is appropriately staggered 
which reduces refinancing risk into manageable tranches. There is therefore sufficient 
capacity and flexibility from which to manage our future capital requirements.  

We move on now to our guidance for the remainder of the 2019 financial year.  Netcare's 
expectation for growth in total patient days, being both acute and mental health combined for 
the 2019 financial year, remains within a range of 3.0% to 3.5%. The rate of growth versus 
that at the half year, obviously is impacted by the fact that Akeso activity is included in the 
prior year base with effect from 1 April 2018. We do expect growth in demand for mental 
health services to remain strong, however, the prevailing challenges in the acute healthcare 
markets are not expected to subside. We expect demand for acute patient days in H2 to be 
weaker than experienced in the first half. The impact of case management on our occupancy 
levels, combined with the growing prevalence of restricted hospital networks and a reduction 
in foreign caseload, will outweigh the benefits of our efficiency initiatives and we do foresee 
a reduction in our hospital and emergency services full year EBITDA margin, of between 50 
to 80 basis points.  

Netcare will remain fully focused on managing its cost base and improving its efficiencies, 
while we continue to drive our strategic objectives and maintain the consistently high levels 
of clinical outcomes and patient care that our patients and funders demand of us. With 
regards to capital expenditure we expect to invest approximately R1.6 billion in capital 
expenditure in 2019. Of this, expansionary capex will amount to approximately R600 million 
and that will include the expansion of the Netcare Milpark Hospital, where we have 100 beds 
due to be commissioned in 2020, a multi-year expansion at Netcare's St. Augustine's 
hospital, the commencement of construction on our new Alberton hospital, which will replace 
the Netcare Clinton and Union hospitals, and also continued investment in our digitization 
projects.  

Lastly I'd just like to once again express my thanks and appreciation to all in the Netcare 
finance team for their combined efforts in producing these results and all of the presentation 
materials across the reporting cycle. In particular I'd just like to thank and extend my 
gratitude to Lyn Bunce for her significant contribution over so many years. Thank you very 
much for your attention. We'll now open up for questions.  

Questions and answers  

Question  
It's Kane Slutzkin from UBS. Just on mental health. You said it grew 20%, but did it include 
maturing of new hospitals? What are you guys seeing as a sort of normalized growth there, 
and are there easy wins down there? Then secondly, are you guys ever going to disclose 
the Akeso portion, just so we can kind of see the hospital division with maybe greater 
granularity? Thirdly for the guidance of the margins 50 to 80 bps down, you've given the 
drivers of that. What about the clinical quality and the digitization initiatives. I assume there's 
some opex to that. What does that take away from margin and I assume that is not in the 50 
to 80 bps, or is that sort of accounted for already?  

 



Keith Gibson  
Okay, thanks. I think and I hope I cover of all your questions Cain. Beginning with the growth 
within mental health. We have experienced total growth in excess of 20%, organic growth is 
roughly half of that. So roughly 10% organic growth. In terms of disclosing that separately, I 
think to put it into context the whole of Akeso is similar to one hospital within the portfolio. 
We believe it appropriately belongs within the hospital and emergency services segment. In 
terms of the digitization costs, yes there are some, both capex and opex that have been 
incurred in the current year that is taken into account in the margins that we've disclosed 
here.  

Thank you.  

Question  
Hi, this is Anuja Joshi from Legae Securities, have just one question on beds expansion at 
Netcare Milpark. If you could just give us an indication of what is the occupancy level at 
Milpark Hospital, if not exact occupancies, do you have to turn away patients right now?  

Keith Gibson  
All right. Currently the occupancy levels are between 70 to 75%, so it is rather at full 
capacity. We are obviously not having to turn patients away but there is certainly strong 
demand. Its reputation, I guess, goes before it and it attracts patients from well within the 
country and not just within the immediate range.  

Richard Friedland 
If I could just add to that.  We have strong demand from many specialists wanting to practice 
and have admitting privileges at Milpark, and I think we'll grow very nicely into that 
expansion. That expansion does include quite a significant investment in our Cancer Care 
division. We've opened up the first Gamma Knife in South Africa at Milpark, we'll be putting 
in a radiotherapy bunker and we're currently providing chemotherapy as well. So we'll be 
increasing the number of ICU beds there and really meeting a very significant demand at 
that hospital. Thank you.  

Question 
Your specialist base grew by 101 specialists. I think I asked this question during the annual 
visits as well. I just want to understand how increasing specialist base helps you. Does it 
help you to improve your care base? I mean does it help you to increase your surgical 
cases. What's the impact of the increase, because it is one of your competitive strategies, 
the relationship with the specialist?  

Keith Gibson 
Thanks Anuja. I mean obviously doctors with admitting privileges at our facilities will refer 
patients into the facilities. It's critical for us that we're able to both retain and grow our base 
in order to protect that stream of referrals.  

Thank you.  

Webcast questions  

Question  
Jamie Clark of Bank of America.  By weaker acute patient days than H1, are you implying 
more than 1% per patient day decline? Second question, on the status of GHG PropCo 2 
have you had any discussions with BMI Healthcare or other parties? Third question, you 
implied there would be some kind of change to B-BBEE. Can you expand on your current 
thinking?  



Keith Gibson  
Thank you. The first question relates to our guidance on acute patient days. Yes, as we 
indicated we have been down 1% to the half year and yes we do expect a softer second half, 
just to confirm that. Secondly with regards to the disposal process of our U.K. properties, as I 
said this remains in progress, and I think we will give updates to the market later on that. 
Sorry just remind me of the third question please.  

Question 
Third question is the change to B-BBEE.  

Richard Friedland 
Thank you Jamie. Perhaps you misunderstood me. There are no changes, as we are 
announcing here today. What we did emphasize was our absolute commitment to 
transforming Netcare and normalizing it. We are working on the ownership element within 
Netcare and to the extent that there are any changes there, we'll certainly make an 
announcement later in the year. Thank you.  

Question 
Matthew Menezes from Citibank. Last year quarter four was especially weak, in giving your 
full year per patient day guidance, have you assumed similar trading in 2019, or are volumes 
on a more normalized level? 

Keith Gibson 
I think there are a number of factors which drive our patient day growth, and we've touched 
on a number of those this morning. All of these factors have been taken into account in 
terms of the guidance that we've given this morning.  

Question 
How much of the Primary Care EBITDA margin decline was due to non-recurring 
restructuring costs?  

Keith Gibson 
In terms of the Primary Care results, the restructuring costs would have amounted to 
approximately R1.5 million.  

Question 
Michael Klopper of X-Chequer Fund Management. Have you experienced any teething 
problems with the digitization strategy? 

Richard Friedland 
Thank you Michael for that question. From Netcares’ perspective we're on track. The 
solution is a complex one, and Deutsche Telekom Clinical Solutions have requested more 
time to finalize the clinical solution, but as we speak today we are absolutely on track.  

Question 
Can you please elaborate on any significant regional variations in your per patient day 
growth, example KZN’s softness due to case management initiatives. How much of a 
potential drag does this represent on your growth.  

Keith Gibson 
Right, I think that's a rather specific question. Certainly we can report that we have seen 
pressure in KZN, it does remain a difficult area and the rate of growth there has been slightly 
below the group average.  



Question 
Are there any hospitals that are materially underperforming the Group average occupancies, 
and what is being done about them?  

Keith Gibson 
Well, an average by its nature is going to have items that are higher and items that are 
lower, so very obviously there are hospitals that perform below the Group average. There 
are no hospitals within the group that have a negative contribution. Certainly we look at each 
hospital on an individual basis, each of them are bespoke, and they have different licenses, 
different specialities. We are addressing those individually.  

Question 
There have been some significant changes in the market including pressure from funders. 
What extraordinary measures are being undertaken to mitigate against this.  

Keith Gibson 
Well, I think Richard has already touched on our strategy. Certainly there are pressures in 
the market in the short term, but we do believe that the strategic objectives that we have 
outlined are going to allow us to emerge stronger through the cycle.  

And that's all.  

Ladies and gentlemen thanks very much for your attendance.  


