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The Netcare family united with fellow South Africans and the world 
in celebrating the life and grieving the passing on 5 December 2013 
of the father of  our nation, Nelson Rolihlahla Mandela.
Madiba’s humility, wisdom and compassion touched all of us at 
Netcare. In 2002, it was with his blessing and written approval 
that Netcare led the first of several large foreign surgical and 
nursing teams to the United Kingdom to operate on patients 
in the NHS who had been waiting long periods to receive 
treatment. Then Prime Minister, Tony Blair, had previously 
given President Mandela an undertaking that the UK would not 
actively recruit South African doctors or nurses and the British 
Government sought Madiba’s assurance that these initiatives 
would not be seen as breaching that promise. A year later 
Madiba honoured us in opening the Walter Sisulu Paediatric 
Cardiac Centre for Africa at Netcare Sunninghill Hospital 
and becoming its patron. On that occasion and in his visits 

thereafter he treated everyone, without exception, with absolute 
dignity and respect. Those privileged to have met him will 
forever treasure his unending empathy and extraordinary 
insight, and his irrepressible good humour. Over the years, and 
most recently, we were humbled to care for Madiba as a patient 
and to be of service to him. Even in illness, his kindness, his 
gratitude and his warm smile made an indelible impression.

Madiba epitomised the very best of humanity. As individuals 
and as an organisation, we will endeavour to honour Madiba’s 
legacy by committing ourselves to living our values and 
always doing what we know is right.

Hamba Kakuhle, Tata Madiba.
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Our core purpose – helping 
care for the health of  human 
kind – expressed in the work 
our people do with due care 
and unending compassion, 
every hour of  every day, is 
our greatest contribution 
to the societies we serve.

Introduction
We are pleased to present our third annual integrated report 

to our stakeholders. This year, we have again aimed to provide 

a succinct and material assessment of  our strategy, 

performance and prospects in our primary report. We have 

made greater use of  our online reporting platform to provide 

supplementary reports and information of  specific interest 

to some stakeholders. We have included abridged Group 

annual financial statements in this annual integrated report. 

The complete annual financial statements are available at  

www.netcareinvestor.co.za. The information available in our 

primary report and supplementary reports is set out clearly 

in the contents list.

To reduce our environmental impact, and consistent with 

our Memorandum of  Incorporation, we print a limited number 

of our primary annual integrated report and post the notice to 

the annual general meeting (notice), to be held on 7 February 

2014, to shareholders. The notice includes a compact disk that 

contains the annual integrated report, which incorporates 

the Group annual financial statements for the year ended 

30 September 2013.

Our annual integrated report, and supplementary reports 

and information, can also be accessed online at  

www.netcareinvestor.co.za.

We will continue to advance on our integrated reporting journey 

in the year ahead, with the aim of  providing the information 

necessary for our stakeholders to make informed choices 

about our ability to create and sustain value into the future.

Scope and boundary
Netcare’s annual integrated report covers the Group’s financial 
and non-financial performance for the year ended 30 September 
2013. It incorporates all our operating subsidiaries, joint 
ventures and associates in South Africa (SA) and the United 
Kingdom (UK), unless otherwise stated. Changes from the 2012 
report include the deconsolidation of  the General Healthcare 
Group (GHG) Property Businesses in the UK, consisting of  
35 UK hospital properties acquired in 2006 (GHG PropCo 1), 
and six hospital properties acquired in 2008 (GHG PropCo 2). 

Our report
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Further details can be found in the Chief  Financial Officer’s 
review on page 32.

Our report reviews our value contribution to our key 
stakeholders, through our operational, financial, social and 
environmental performance. Framing this analysis is the 
longer-term intent of  our strategy and our expectations for the 
future of  healthcare as well as the macroeconomic conditions 
and prospects of  the countries in which we operate. Our 
primary report aims to cater for a broader stakeholder 
readership, while also providing the information that 
shareholders have traditionally required.

Our key stakeholders are our patients, doctors, employees, 
funders, government (including regulatory authorities and the 
National Health Service in the UK), investors, suppliers and the 
communities we serve. Comprehensive information on the key 
issues raised by our stakeholders, the channels we use to 
engage with them and our responses are provided for our 
operations in SA and the UK on pages 72 and 79.

Reporting principles
We have prepared our report in accordance with all applicable 
reporting requirements, including:

 The South African Companies Act No 71 of  2008;

 The JSE Listings Requirements;

  The reporting principles contained in the Code of  Corporate 
Practices and Conduct of  the King Report on Corporate 
Governance for South Africa (King III). A schedule outlining 
the Group’s application of  the principles of  King lll is 
available at www.netcareinvestor.co.za;

   The International Integrated Reporting Committee’s 
Consultation Draft of the International Integrated 
Reporting Framework;

  For reporting on sustainability issues, we have considered 
the Global Reporting Initiative’s (GRI) G3.1 Sustainability 
Reporting Guidelines, to facilitate comparability with the 
reports of  other organisations. We assess our report at 
GRI application level B. For our GRI G3.1 disclosure index 
go to www.netcareinvestor.co.za; and

  The Group annual financial statements are prepared 
according to International Financial Reporting Standards 
(IFRS).

Our report

Forward-looking statements
For important information on the 
forward-looking statements contained 
in this report, please refer to the 
inside back cover.

Feedback
We welcome feedback from our 
stakeholders on our annual integrated 
report, and the supplementary 
information we provide, which can be 
emailed to ir@netcareinvestor.co.za.

Glossary
A glossary of  terms and abbreviations 
used in this report is provided on 
page 108.

Materiality
In determining the content of  the annual integrated report, 
we aim to provide material disclosure to serve the needs of  
all our stakeholders. Our top material issues and the basis for 
their determination are set out on page 10. The material issues 
provide the key themes for the year, which are comprehensively 
covered in the report.

Assurance
Assurance on the annual financial statements has been provided 
by the external auditor, Grant Thornton, as confirmed in the 
Report of  the Independent Auditors. The report is available 
online in the complete Group annual financial statements.

Our Broad-based Black Economic Empowerment (B-BBEE) 
status has been assured by Empowerdex, an accredited 
independent verification agency, for the 2013 financial year. 
Through the external assurance received from the agency, 
we have been assessed as a Level 2 B-BBEE contributor 
according to the Department of  Trade and Industry’s 
Code of  Good Practice for B-BBEE.

The carbon footprint of  our SA operations was not 
independently assured for the 2013 financial year due to a 
change in the timing of  the review. The next independent audit 
is scheduled for December 2013.

Group Risk, Audit and Forensic Services reviewed certain 
non-financial information and key performance indicators 
disclosed in the annual integrated report, performing certain 
procedures and inspecting the supporting documentation. 
Netcare aims to continue the internal review of  the non-financial 
information and key performance indicators and will make every 
effort to have this information independently assessed in the 
future by an external assurance provider.

A Combined Assurance Committee has been constituted to 
implement and oversee the combined assurance model. Key 
business representatives have been included and feedback will 
be provided to both the Group Risk and Group Audit Committees.

Approval of annual integrated report
The Board of  directors acknowledges its responsibility to 
ensure the integrity of  the annual integrated report. The Board 
has accordingly applied its mind to the annual integrated report 
and in the Board’s opinion, the report presents the integrated 
performance of  the Group and its impacts fairly and accurately. 
The Board has therefore authorised the release of  this 
report for 2013.
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SA Hospital and Emergency services
Netcare offers private hospital and trauma services through owned facilities  
and Public Private Partnerships. Netcare 911 operates the largest private 
emergency medical service in the country.

Primary Care
The Primary Care division offers 
medical and dental services through 
Medicross family medical and dental 
centres and Prime Cure clinics, as 
well as a managed care service.

68
Medicross medical 
and dental centres

19  Prime Cure clinics

12 Medicross theatres

38 retail pharmacies

Our business

Netcare operates the largest private hospital network in South 
Africa (SA) and the United Kingdom (UK). The Company’s 
ordinary shares have been listed on the JSE Limited, South Africa, 
since December 1996.

Netcare is the foremost private trainer of nurses in SA. 
We believe that our ongoing investment in our people has 
enabled our growth and success. 

We are committed to the development of  SA and its people, 
through our transformation initiatives and in building sustainable 
partnerships with industry and governmental stakeholders to 
broaden access to affordable, quality healthcare for all.

Netcare strives for best-quality patient care, grounded by  
our unwavering commitment to our values. We offer outstanding 
medical facilities staffed by dedicated and passionate 
healthcare professionals who continuously enhance their skills 
and expand their expertise through Netcare’s well-respected 
education and training programmes.

At Netcare, we endeavour to treat patients with the utmost 
dignity and respect. Our facilities are well managed to provide 
an environment conducive to rest and recovery, and we  
partner with doctors and specialists who are at the forefront  
of  medical innovation.

Operations

Emergency services

48 bases

238 vehicles

2
fixed-wing air 
ambulances

2 helicopters

Hospital division

54
owned and 
managed hospitals

9 289 registered beds

1 548
intensive care and 
high care beds

48 retail pharmacies

338 theatres

27

catheterisation and  
electrophysiology 
laboratories
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National Renal Care (NRC)
NRC, a 50% joint venture between 
Netcare and Adcock Ingram Critical 
Care is the largest private dialysis 
provider in SA.

58 NRC units

619
dialysis stations 
in use

12
Healthy Start 
programmes

UK hospitals
General Healthcare Group, operating under the brand of  BMI Healthcare, 
is the largest private acute care hospital provider in the UK, and is an 
independent service provider to the National Health Service. 

61 acute care private patient hospitals

2 889 registered beds

185 operating theatres

8 catheterisation and electrophysiology laboratories

5 accident and emergency centres

Our business

CONTRIBUTION TO GROUP REVENUE

15 517

12 284

 South Africa  United Kingdom

GROUP CAPITAL EXPENDITURE

815

595

 South Africa  United Kingdom

CONTRIBUTION TO GROUP OPERATING PROFIT1

2 748

313

 South Africa  United Kingdom

1  Before capital items and profit on deconsolidation  
of  the GHG Property businesses.

Serious about health.
Passionate about care.

Serious about health.
Passionate about care.

Netcare Limited n Annual integrated report 2013
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2 SA only.
3 Health Partners for Life.

Our performance

70 new beds added to existing hospitals in SA

All Netcare SA divisions benchmarked against the Department  
of  Health’s National Core Standards 

3 331 nurses registered for training2 

33 447 training days delivered by UK operations

505 employees with disabilities2 

R58 million spent on corporate social investment programmes2 

R176.8 million paid to staff  beneficiaries of  Hpfl3 
(b-bbee initiative) since 2010 

Adjusted HEPS1 
 

up 25.4%
to 142.0 cents

Group revenue 
 

up 10.4%
to R27 801 million

Total dividend  
per share

up 20.5%
to 67.5 cents

Group net debt  
reduced from

R26 484 million
to R4 871 million

 

2011

22
 5

84

2012

25
 1

74

2013

27
 8

01

 

2011

10
4.

1

2012

11
3.

2

2013

14
2.

0

 

2011

53
.0

2012
56

.0
2013

67
.5

 

2011

25
 6

89

2012

26
 4

84

2013

4 
87

1

1 Continuing operations.
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Recognition

Hospitals
  Netcare St Augustine’s Hospital achieved first place for 

the fourth consecutive year in the best hospital category 
of  the Daily News Readers’ Choice, Your Choice 2013 
awards.

  Netcare Pretoria East Hospital awarded best hospital in 
Pretoria by readers of  the Pretoria Rekord newspaper.

  Netcare Linksfield Hospital won The Star’s 2013 Readers’ 
Choice Best of  the Best Award.

  In the PMR.africa awards in the private hospitals category, 
Netcare received:

 –  Four Diamond Arrow awards (the highest rating) for 
Netcare N17, Netcare Margate, Netcare Christiaan 
Barnard Memorial and Netcare Greenacres hospitals;

 –  Three Golden Arrow awards for Netcare Sunward 
Park, Netcare Ferncrest and Netcare Unitas hospitals;

 –  Two Silver Arrow awards for Netcare St Augustine’s 
and Netcare Milpark hospitals; and

 –  Two Bronze Arrow awards for Netcare Umhlanga and 
Netcare Union hospitals.

  2013 South African Pharmacy Council (SAPC) Private 
Institutional Pharmacy of  the Year award went to Netcare 
Alberlito Pharmacy.

  Private Institutional Pharmacist of  the Year award went 
to Sonya Coleman, from Netcare Linksfield Hospital.

Emergency services
  Netcare 911 emergency medical services employees from 

the Netcare 911 bases at Sedibeng, Netcare Union and 
Netcare Sunward Park hospitals were part of  ‘Team 
Focus’, which won the 2013 Centrum Guardian award.

Netcare Foundation
  Netcare was awarded the national 2012 and 2013  

PMR.africa Diamond Arrow award in the Private 
Clinics/Hospitals corporate social investment category.

  Netcare won the 2013 Metropolitan Oliver Empowerment 
Award for Socially Responsible Investment.

Human resources
  Netcare was awarded Top Employer in the healthcare 

sector category for the third consecutive year in the 
Top Employers South Africa 2014 certification, and was 
placed 13th overall.

  Netcare was named winner of  the 2012 Insurance Sector 
Education and Training Authority (INSETA) National 
Disability Company award (awarded in the current year).

  Netcare was a finalist in the Africa’s Transformation and 
Skills Development category of  the 2013 Metropolitan 
Oliver Empowerment Awards.

  Annie Ollivierre-Smith, catheterisation laboratory manager 
and lead cardiac nurse at The London Independent 
Hospital in the UK, was awarded Nursing Times Nurse  
of  the Year. She is the first private sector nurse to receive 
this award.

Governance and compliance
  Netcare was placed third in 2013 in the JSE’s Socially 

Responsible Investment (SRI) index annual review, out 
of  157 companies.

  Netcare was ranked second in the African category 
of  the Best Investor Relations Website by the 2013 
IR Global Rankings.

Lesotho
  The Queen ‘Mamohato Memorial Hospital Public Private 

Partnership (PPP) project in Lesotho was named one of  
the top ten PPPs to be completed during the period 2007 
to 2012 in sub-Saharan Africa in a global competition 
sponsored by the International Financial Corporation 
and Infrastructure Journal.

Our performance
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Our essence and strategy

OUR VALUES

What we stand for

At Netcare, our core value is care. We care about the dignity of  our patients and all members of  the 
Netcare family. We care about the participation of  our people and our partners in everything we do. 
We care about truth in all our actions. We are passionate about quality care and professional excellence.

GROUP STRATEGY

Where we’re headed

As a comprehensive healthcare 
group, and while the 
components of our business 
are independent, Netcare’s 
strategic objective remains 
to provide the most efficient, 
effective and responsive quality 
care served by the combination 
of  our core hospital business 
and ancillary health services.

HOW WE OPERATIONALISE  
OUR STRATEGY 

The relentless commitment 
to improving systems and 
processes and eliminating 
harm and waste in every area 
of operation, so that higher 
quality patient care can be 
provided in the most efficient, 
effective and responsive 
manner, while ensuring 
competitive returns for our 
shareholders.

VISION

What we aspire to
  Develop and implement 

successful solutions to 
provide quality, affordable 
healthcare to the people of  
South Africa and globally by 
inspiring our people, 
creating new healthcare 
horizons and delivering 
value to all stakeholders.

  Be a leading corporate 
citizen, proud of  our 
heritage and what we give 
to society.

  Strive for excellence in a 
unique brand of  patient 
care delivered by people 
who are passionate about 
the sanctity of  life, personal 
respect and dignity.

  Invest in people, 
infrastructure and 
technology and establish 
lasting relationships with 
healthcare professionals.

OUR LONG-TERM GOAL

What we aim for

To become the leading 
African healthcare group 
best known for:

  Delivering innovative,  
quality healthcare solutions 
to patients on every 
continent in the world.

  Successfully broadening 
access to affordable, 
quality healthcare to 
as many South Africans 
as possible.

CORE PURPOSE

Why we exist
care Helping

for the health of humankind

Netcare Limited n Annual integrated report 2013



Our essence and strategy

The Triple Aim for better health system performance

Best  
outcomes

Best patient 
experience

Most cost 
effective

The inter-related objectives of the Triple Aim Netcare has embedded the Triple Aim as a foundational principle 
and philosophy for quality leadership across the Netcare Group. 
This is based on a framework developed by the international 
organisation, Institute for Healthcare Improvement (IHI). 

Recognising the imperative for healthcare systems to create 
more value in relation to the total resources expended, the 
Triple Aim concept aims to optimise health system performance 
through the integration of  three critical objectives: improving 
health outcomes; enhancing the patient experience; and 
reducing or at least controlling the per capita cost 
of healthcare1.

Supporting Netcare’s implementation of  the Triple Aim are 
two overarching concepts:

  A Group-wide quality management system and roadmap 
focused on aligning and standardising quality improvement 
efforts around eight quality pillars; and 

  Harnessing the talent and knowledge of  our leadership, 
frontline staff and students through the ongoing development 
of  a deep improvement capability, the Netcare Way 
of Improvement.

These strategic concepts were key to our accomplishments 
and learnings in 2013, and will remain the foundation of  an 
organisational culture of  sustainable quality improvement 
across all Netcare’s divisions. 

1 www.IHI.org.

A Group-wide quality 
management system is 
now embedded across 
all divisions supported 
by an integrated 
Group-wide IT platform.

Netcare’s eight quality pillars

Core standards

Clinical partnerships

The Netcare Way

Antibiotic stewardship

Infection prevention and control (care bundles)

Clinical outcomes

Health and safety

Compliments and complaints

Patient experience outcomes

Triple Aim measurement

Automated lab results

System innovation

Overall quality index

Netcare Limited n Annual integrated report 2013
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Our material issues, which are inter-related, are matters over which we exert limited 
influence. Group management has determined the current material issues, based on 
the attention they require from the Board and executive teams, the views of operational 
management and the concerns raised by key stakeholders. Our approach is to manage 
these issues in such a way that we contain the risk of  negative impact and gain 
competitive advantage, to the greatest extent possible, in relation to our long-term strategy 
and responsibility to our stakeholders to balance their interests and create lasting value.

Our material issues

Broadening access to quality healthcare
A productive and sustainable society depends on access to 
a healthcare system that delivers the best possible outcomes 
at the lowest possible cost. Given the complexity of  this 
challenge and the enormous resources needed, this requires 
the harnessing of  capacity in both the public and private 
sectors. Rising demand and expenditure makes affordability 
a key determinant of  access to quality healthcare, and as 
such pricing in the private healthcare sector continues to 
attract scrutiny from regulators and civil society alike.

In South Africa (SA), the need to advance universal access 
to quality healthcare is becoming increasingly critical. In 
recognition of  this, the National Development Plan (NDP) 
specifies healthcare as a basic service that requires urgent 
improvement, and the proposed National Health Insurance 
(NHI) contemplates some form of  coverage for all South 
Africans. Currently, however, the ability to pay for healthcare 
services is limited to a relatively small base of  insured 
individuals. The vast majority of  the population is dependant 
on the public sector, which is struggling to service the demand 
with consistent levels of  quality.

Netcare is committed to finding viable solutions to the 
advancement of  universal access to quality healthcare, through 
partnerships with the public sector and participating actively 
in the development of  an enabling policy environment. We are 
already well positioned in relation to the mixed delivery models 
that will be required to make this pressing need a reality.

Our experience as a service provider to the National Health 
Service (NHS) in the United Kingdom (UK), our Public Private 
Partnership (PPP) in Lesotho and National Renal Care initiatives 
in SA, demonstrate that there are sustainable models for the 
private provision of  publically funded healthcare. Furthermore, 
we continue to invest significantly in expanding our capacity 
to service growing demand in SA, in continuously improving 
the quality of  care we provide, and in driving operational 
efficiencies and reducing costs across all our operations.

IR
SDAFS

i Chairman’s review starting on page 24; CEO’s review 
starting on page 28; case study on Lesotho PPP on page 42; 
SA operating review starting on page 48; UK operating review 
starting on page 58.

IR
SDAFS

i The Quality and clinical governance report: SA; 
Quality and clinical governance report: UK online at  
www.netcareinvestor.co.za/reports/ar_2013.

Managing regulatory change
Healthcare reform remains a contentious issue in our key 
markets and in both cases the regulatory environment 
continues to evolve. Policymakers are attempting to address 
the challenges of  broadening access to quality healthcare on 
one hand, while managing the dynamics of  escalating demand 
and increasing healthcare expenditure on the other. We are 
engaging actively in the various regulatory processes underway 
with the aim of  achieving sound outcomes for the private 
healthcare sector and protecting the interests of  our 
stakeholders.

South Africa 
We anticipate the most noteworthy regulatory issue in the next 
two years to be the Competition Commission’s market inquiry 
into the private healthcare sector. The Commission published its 
Terms of  Reference in November 2013, its intention being to 
“probe the sector holistically to determine the factors that 
restrict, prevent or distort competition and underlie increases in 
private healthcare prices and expenditure in South Africa”.

Netcare contends that increased demand for hospital services 
is the key driver of  increased expenditure and not hospital price 
inflation, which in 2012 was contained to within CPI according 
to StatsSA. The factors driving this demand include: an 
increase in medical scheme members and changes to medical 
aid spending patterns due to the medical scheme regulatory 
framework; a growing burden of  chronic and lifestyle diseases; 
an ageing patient base that requires more frequent 
hospitalisation and more intensive treatment; and, new medical 
technologies and treatment protocols becoming available.

The inquiry will commence on 6 January 2014, with the final 
report due by November 2015.

Another regulatory development is the enactment of  the 
National Health Amendment Act. The Act makes provision 
for the creation of  the Office of  Health Standards Compliance, 
a new authority that will oversee the regulation of  quality 
standards in the private and public sectors. Netcare has 
informed the core standards and has proactively applied 
them to all of  its major divisions.

Netcare Limited n Annual integrated report 2013



Netcare’s investment in growing its Primary Care division, and 
our experience in partnering with the NHS in the UK, positions 
the Group well to participate actively in the roll-out of  NHI in SA. 
We await the publication of  the NHI white paper for further 
detail on its implementation.

United Kingdom 
Considerable structural changes to the NHS have been made 
following the introduction of  the Health and Social Care Act in 
2012. For the most part these have been implemented smoothly. 
A significant change in the coming year is that all providers of  
healthcare services for the NHS will need to be licensed by the 
economic regulator of  the NHS and NHS foundations, Monitor, 
before April 2014. BMI Healthcare has been part of  the 
consultation process and we expect implementation to proceed 
without disruption.

Following a review of  the functioning and standards overseen 
by the Quality Care Commission, this body has been expanded 
and strengthened with implications for the private and public 
sector. BMI has reviewed and strengthened its clinical 
governance accordingly.

The UK Competition Commission, in the provisional findings 
of its investigation into privately funded healthcare in the UK, 
concluded that certain features of  the market led to an adverse 
effect on competition. Netcare fundamentally disagrees with the 
approach the UK Competition Commission took in its 
investigation. The reasons for our objections are numerous and 
BMI Healthcare, together with our advisors, is engaging actively 
with the Commission in this regard.

BMI Healthcare has successfully challenged certain information-
related restrictions imposed on BMI Healthcare, in its appeal to 
the Competition Appeal Tribunal. BMI Healthcare has submitted 
detailed responses to the Commission’s preliminary findings and 
remedies, and the final report is expected in April 2014. We 
believe the regulatory uncertainty with regard to the implications 
of  this process will persist throughout 2014 as providers take up 
the opportunity to appeal the Commission’s findings and 
remedies, if  deemed necessary.

IR
SDAFS

i Chairman’s review starting on page 24; CEO’s review 
starting on page 28.

IR
SDAFS

i Health policy and regulation: SA; Health policy and regulation: UK 
online at www.netcareinvestor.co.za/reports/ar_2013.

Our material issues

Accessing the right skills
To provide access to quality healthcare in each of  the countries 
we serve, and more specifically for Netcare to achieve its 
strategy and reinforce its competitive advantages of  a 
high-acuity network and quality care, requires a sustainable 
pipeline of  specialist and basic healthcare skills.

SA, in particular, faces a critical shortage of  healthcare skills. 
While demand for healthcare continues to grow, an insufficient 
number of  healthcare practitioners are qualifying each year and 
the challenge of  retaining these specialised skills in the country 
is exacerbating the skills shortage. The significant numbers of  
agency staff  in our specialised units continue to reflect the 
shortage of  permanent staff. Underlying the sector’s skills 
shortage is the general quality of  education in SA, especially 
in maths and sciences, which remains of  widespread concern.

By investing heavily in training, the private healthcare sector is 
able to meet its own demand for skills. The dependency on the 
private sector to support the national training and education 
requirements is nonetheless unsustainable, and the quality of  
education in general and in the healthcare sector in particular 
will require intervention at a national level. However, through 
Netcare Education we remain the largest private trainer of  
nurses in SA. We train nurses and emergency services 
personnel in excess of  our own requirements, serving to 
deepen the national pool of  healthcare skills.

In the UK, competition to attract and retain highly skilled 
workers remains intense. Competition is amplified as the 
number of  nursing degree places shrinks. In response,  
BMI Healthcare has redeveloped its clinical resourcing  
strategy, with some notable successes in recruiting from other 
European Union countries where high unemployment rates  
are driving skilled nurses to the UK. Furthermore, as part  
of  a wide range of  development programmes, BMI Healthcare  
runs intensive up-skilling programmes to increase the 
availability of  scarce skills.

IR
SDAFS

i Chairman’s review starting on page 24.

IR
SDAFS

i Our people: SA; Our people: UK online at 
www.netcareinvestor.co.za/reports/ar_2013.
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Our strategic priorities

In SA:
  70 new beds and 12 new theatres 

commissioned.

  Reassigned beds from under-utilised to 
in-demand disciplines.

  Three new Medicross centres extended 
primary healthcare access.

  Streamlined our Emergency services 
operation.

Organisational growth
In the UK:
  NHS volumes increased to 32.2% of  

caseload (2012: 29.1%).

  Capital expenditure of  £39.8 million 
included ongoing investment in oncology 
and nuclear medicine, new imaging 
equipment, full field digital mammography 
and state-of-the-art endoscopy.

PROGRESS IN 2013
Strategic intent

Identify opportunities for growth  
in our existing operations.

 Engage with government in South Africa 
(SA) and the rest of  the continent 
on further partnership initiatives.

Become a provider of  choice 
to the National Health Service (NHS) 

in the United Kingdom (UK).

Operational excellence
In SA:
  SAP Healthcare module roll-out 

completed at all SA hospitals.

  Rationalisation and optimisation of  
operational business processes:

 −  Continued to centralise certain 
functions and standardise 
consumables in SA, which 
contributed positively to the 
management of  working capital; and 

 −  Hospital EBITDA margin improved 
due to targeted efficiency 
programmes and not price inflation.

  Procurement efficiencies achieved in SA 
by centralising price negotiation and 
management.

  Through the Sustainability Committee, 
embedding formal environmental policy 
and related initiatives:

 −  Monitoring and reporting software 
platform for environmental key 
performance indicators (KPIs) 
implemented in SA;

 −  Baselines established for electricity 
consumption; and

 −  Quantitative and qualitative targets 
set and agreed across the SA 
business.

IR
SDAFS

i Environment report: SA online at 
www.netcareinvestor.co.za/reports/ar_2013.

PROGRESS IN 2013
Strategic intent

Focus on excellence.

Enhance operational efficiency.

Contain costs without  
compromising quality.

Develop affordable  
healthcare services.

Physician partnerships
  Grew network by 79 doctors in SA. 

  Continued to engage with doctors to 
understand their needs and enhance 
innovation in patient care:

 −  Improved collaboration through 
Physician Advisory Boards in SA to 
enhance quality governance.

  Sponsored 13 registrar posts for 
medical graduates at public 
institutions in SA.

  100 bursaries awarded to medical 
students through the funding mechanisms 
of  the Social Compact in SA.

  Projects executed to upgrade and 
modernise medical technology:

 −  Invested R610 million in medical 
equipment in SA and UK.

IR
SDAFS

i Operational reviews on pages 46 to 61.

PROGRESS IN 2013
Strategic intent

Partner with the best doctors.

Develop doctor networks and assist 
doctors in their professional 

development.

Create and maintain facilities 
and equipment to ensure the best 

clinical outcomes.

Promote leading centres of  excellence.

IR
SDAFS

i Operational reviews on pages 46 to 61.
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In SA:
  Capital expenditure of  around 

R1.2 million allocated.

  Add 98 beds across four hospitals.

  Continue exploring expansion 
opportunities in day theatre and 
sub-acute facilities.

  Encourage further use of  day clinics and 
theatres for sub-acute treatments.

  Two greenfield hospital projects expected 
to be completed in 2015 – Pinehaven 
(100 beds) in Gauteng, and Polokwane 
(109 beds) in Limpopo.

  Relocation of  Netcare Christiaan Barnard 
Memorial Hospital to new state-of-the-art 
facility in Cape Town in 2016.

In Africa:
  Engage with governments on potential 

partnership initiatives.

In the UK:
  Capital expenditure of  around £40 million 

allocated.

  Target growth in more complex surgical 
and medical cases, and high demand 
areas.

  Position business to service growing 
demand as the economy recovers.

PRIORITIES IN 2014

  Review of  all business processes to 
ensure optimum use of  all resources and 
assets.

  Improved management of  nursing models 
for efficient allocation and improved care.

  Completed development of  an integrated 
Safety, Health, Environmental and Quality 
(SHEQ) internal review tool in Emergency 
services:

 −  First emergency medical service 
provider in SA to implement this 
system; and

 −  SHEQ audit tool will help identify 
areas for improvement and track their 
implementation.

In the UK:
  Implemented PeopleSoft IT system 

providing integrated functionality across:

 −  Patient administration, charging 
and billing;

 −  Pharmacy dispensing;

 −  Stock control;

 −  Ward and theatre management;

 −  Procurement; and

 −  Financial reporting.

  Launched new environmental and waste 
policies and related training.

IR
SDAFS

i Operational reviews on pages 46 to 61.

 Roll out SHEQ review tool.

  Identify improvements that can be 
incorporated into standard operating 
procedures.

  Continue refining health pathways for 
cost-effective delivery of  more complex 
cases in the UK.

  Monitor and enhance delivery of  savings 
from environmental sustainability projects 
in SA.

PRIORITIES IN 2014

  Continuing communication and 
relationship building with doctors.

  Ongoing upgrades to facilities and 
investment in leading and innovative 
technology to enhance patient care and 
support doctors in remaining at the 
forefront of  medical innovation.

  Maintain benchmarking of  best practice 
and medical innovation internationally.

  Support ongoing collaboration and 
innovation in infection control.

  Work with doctors on further embedding 
the strategic Triple Aim methodology 
for health system improvement in SA.

  Expand and increase centres 
of excellence.

PRIORITIES IN 2014

Netcare Limited n Annual integrated report 2013

13overview
our strategic priorities 



14

Our strategic priorities continued

  Compliance and measurement against 
National Core Standards rolled out 
across all five divisions in SA.

  Introduced the 6Cs in the UK – a new 
Clinical Service Strategy focused 
on Care, Compassion, Competence, 
Communication, Courage and 
Commitment.

  Continued to set best pathways 
for delivery of  quality care.

  Skills in the science of  quality 
improvement embedded across 
all divisions.

  Embedded the strategic Triple Aim 
methodology across all divisions in SA. 

  Improved patient feedback platforms for 
rating quality of  care and understanding 
patient needs. 

  SAP Healthcare module roll-out 
completed successfully in August 2013.

  Significantly improved clinical outcomes at 
the Lesotho PPP, according to World Bank 
commissioned Boston University report.

IR
SDAFS

i Lesotho PPP case study on page 42.

Best and safest patient care
Strategic intent

Ensure patients receive the best 
and safest care.

Remove the variability of  service 
offerings and increasingly define clinical 
pathways under a clinical governance 

programme.

Define clinical protocols.

Implement the Netcare Way.

PROGRESS IN 2013

Strategic intent
Attract and retain the skills we require 

to achieve our objectives.

Provide training and development 
opportunities.

Recognise and reward performance.

Be an employer of  choice

Growing with passionate people
In SA:
  Number of  employees with disabilities grew 

23.2% to 505.

  In Sinako Phase 2, recruitment and 
placement of  disabled learners concluded 
with 75 learners enrolled on learnerships 
and internships.

IR
SDAFS

i Transformation report online at 
www.netcareinvestor.co.za/reports/ar_2013.

  Emergency services developed a culture 
development programme based on Pride, 
Protocol and Care.

  R46 million spent on 40 994 learning and 
development interventions:

 −  This exceeded planned spend, achieving 
a year-on-year increase of  9%; and

 −  Total spend on African, Coloured and 
Indian (ACI) employees increased to 
82.3% (2012: 78.5%).

  1 322 (2011/2012: 1 301) nursing 
graduates qualified between 2012 and 
early 2013.

  281 employees registered on various 
management development programmes:

 −  Of  these, approximately 71% were 
ACI candidates. 

  65 employees enrolled in undergraduate 
and postgraduate studies.

  439 (2011/2012: 459) Netcare students 
registered with the Netcare Education: 
Faculty of  Emergency and Critical Care.

  81% response rate on Employee 
Engagement survey, with engagement 
score steadily improving over the three 
years of  the survey.

IR
SDAFS

i Our people: SA online at 
www.netcareinvestor.co.za/reports/ar_2013.

PROGRESS IN 2013

Accelerating transformation
  Re-attained Level 2 B-BBEE rating and 

achieved an Empowerdex AAA rating:

 −  Improved score of  87.82 (2012: 
82.11), surpassing our targeted 
score for 2013 of  87.20;

 −  Improvements in ownership, 
employment equity and preferential 

procurement pillars, while 
management control, enterprise 
development and socioeconomic 
development remained constant;

 −  Distributed of  R55.4 million to 
Netcare employees through our 
Health Partners for Life Trust;

Strategic intent
Embrace transformation 

and normalisation.

Fulfil the requirements of  the Broad-
based Black Economic Empowerment 

(B-BBEE) Codes of  Good Practice.

Support Netcare’s BEE strategy.

PROGRESS IN 2013
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  Measureable improvements in quality 
outcomes:

 −  Improved and expanded measurement, 
recording and prevention of  healthcare 
associated infections (HAIs).

IR
SDAFS

i Quality and clinical governance report: SA; 
Quality and clinical governance report: UK; 
online at www.netcareinvestor.co.za/ 
reports/ar_2013.

  Enhanced patient education on medical 
procedures, including post-discharge care, 
pain management and medication usage.

  Continue to deliver a unique patient 

experience with optimal clinical 
outcomes in line with the Triple Aim 
methodology.

  Seek new ways to improve delivery 
of patient care through constant review, 
analysis and innovation.

  Continue to reinforce the Netcare Way 
initiatives in organisational culture

 −  Formalise the Netcare Way initiatives 
incorporating Caring the Netcare 
Way and Learning the Netcare Way.

  Stay at the forefront of  understanding 
and managing HAI interventions through 
ongoing local and international 
collaboration.

  Continue the drive for better pathways 
for delivery of  quality care:

 −  Understand the trend of  increasing 
burden of  disease and accommodate 
this in planning, management of  
resources and development of  
appropriate health pathways as well 
as planning of  beds.

PRIORITIES IN 2014

In the UK:
 Redeveloped clinical resourcing strategy.

  167 238 e-learning modules delivered.

  Roll-out of  BMiLearn, a learning 
management system:

 −  Serves as a platform for performance 
tools and development plans; and

 −  Supports a standardised performance 
management system across the 
business.

  Developed and launched Moments of  
Truth, a leadership development programme 
for hospital directors, directors of  nursing 
and clinical services, and corporate senior 
managers.

  Launched pilot graduate theatre nursing 
programme.

  Initiated a three-year programme, 
BMI Harmonise, to align and 
consolidate job titles, and provide 
greater transparency in pay.

  UK Night of  the Stars re-launched as the 
more locally focused Above and Beyond 
employee recognition programme.

  Employee survey completed: 

 −  91% of  the workforce agreed that 
they are committed to doing their 
best.

IR
SDAFS

i Our people: UK online at  
www.netcareinvestor.co.za/ 
reports/ar_2013.

In SA:
  Continue talent management and 

leadership development initiatives to 
ensure talent pipeline remains strong

  Ensure newly introduced Enhancing 
Performance and Development programme 
is embedded across all business units.

  Continue consolidating interventions 
that improve staff  engagement and 
commitment.

  Customise pharmacy and nursing on-
boarding programmes.

In UK:
  Finalise pensions auto-enrolment project 

in 2014, which will see every employee 
automatically enrolled in a pension scheme.

  Continue to develop talent and meet 
recruitment challenges.

PRIORITIES IN 2014

PRIORITIES IN 2014

 −  Employees with disabilities now 
represent 2.26% of  total staff  
against 2% national target; and

 −  72% of  Netcare’s employees are ACI.

IR
SDAFS

i Full B-BBEE scorecard online at 
www.netcareinvestor.co.za/ 
reports/ar_2013.

  Understand impact on Netcare’s 
transformation strategy of  revised 
B-BBEE Codes of  Good Practice issued 
by the Department of  Trade and Industry 
on 11 October 2013.

  Improve procurement.

  Continue building on successes 
in hiring and training staff  with 
disabilities.

  Improve skills development score.
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Our investment in our network

Investing to maintain and expand our facilities

Netcare Union ICU

Netcare Unitas theatre

1 This total is net of  the 43 beds closed during the year.

Demand for private healthcare 
services in South Africa 
remains strong and is 
set to grow as levels of  
employment increase. 

Introduction
Patients, doctors, nursing and medical staff  choose our facilities 

in the knowledge that we undertake to provide the best and 

safest patient care. This is underpinned by our strategic focus 

on the Triple Aim objectives of  best patient outcomes, 

best patient experience and cost-effective care. The quality 

of our facilities with regard to physical infrastructure, medical 

equipment, furnishings and fixtures is a critical part of Netcare’s 

value proposition, and underpins the overall patient experience. 

Ongoing investment is required to expand and maintain our 

hospital facilities, and Netcare has reinvested R7 542 million, 

or 37.8% of  the total Group wealth created in 2013, to maintain 

and develop operations (for further information see the value 

added statement on page 18). Capital expenditure (including 

intangible assets) amounted to R815 million (2012: R875 million) 

in South Africa (SA) and R595 million (2012: R520 million) in the 

United Kingdom (UK).

The growing demand for private healthcare services in SA will 

be serviced through continued investment to maintain and 

expand existing facilities, and through the construction of  new 

hospital facilities in areas of  need. 

Investing to maintain our facilities
To maintain our hospitals and keep our facilities and equipment 
in optimal working order, the SA operations have incurred 
repairs and maintenance expenditure of  approximately 
R200 million for each of  the past three years. Furthermore, 
the business has invested capital expenditure of  R614 million 
(2012: R610 million; 2011: R439 million) to upgrade existing 
facilities and replace medical equipment, plant and machinery, 
fixtures and fittings.

During the year, refurbishments of  intensive care units and 
theatres were undertaken at Netcare Femina Hospital, Netcare 
Unitas Hospital and Netcare Olivedale Hospital. General 
refurbishments of  facilities were undertaken at Netcare 
Umhlanga Hospital, Netcare Rosebank Hospital, Netcare The 
Bay Hospital, Netcare Kingsway Hospital, Netcare Park Lane 
Hospital, Netcare Union Hospital and Netcare Clinton Hospital.

As our focus on sustainability projects increases, replacement 
projects will expand to accommodate modifications required to 
equipment and facilities to reduce environmental impact and 
decrease energy and related costs, rather than simply repairing 
inefficient structures or processes.

Investing to expand existing facilities
The SA Hospital division invested in 70 new beds at existing 
Netcare facilities during the course of  2013 (2012: 190 new 
beds; 2011: 178 new beds). There were 9 2891 beds in use 
at 30 September 2013 (2012: 9 262 beds). Major expansion 
projects completed during the year included:

  42 new beds (comprising 30 surgical beds, eight medical 
intensive care unit beds and four paediatric intensive care 
unit beds) at Netcare Montana Hospital;

 Eight new beds at Netcare Rehabilitation Hospital; and 

  20 additional neo-natal and paediatric intensive care 
unit beds across various hospitals.

 In addition, 56 underutilised acute beds were converted 
into psychiatric beds at various facilities. 

Major expansion projects are underway to create an additional 
98 beds in 2014. These include 23 beds at Netcare St Anne’s 
Hospital, 26 beds at Netcare Parklands Hospital and 13 beds at 
Netcare Union Hospital, as well as the conversion of  30 existing 
beds at Netcare Olivedale Hospital.

These, and a number of  other smaller expansionary projects, 
have resulted in capital expenditure investment of  R164 million 
(2012: R259 million; 2011: R482 million).
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position at historical cost less accumulated depreciation. It is 
not Netcare’s current policy to revalue these assets. However, 
for longer-life assets, particularly land and buildings, there is 
a growing gap between the carrying value of  these assets in 
the accounts and their fair market value. Netcare engaged 
professional property valuers, Mills Fitchet, to determine 
the fair market value of  its 48 owned hospitals (8 662 beds) 
at 30 September 2013. The fair value in continuation of  existing 
use of  these hospitals, comprising land and buildings 
and fixed plant and machinery only (i.e. excluding medical 
equipment, loose plant and machinery, furniture and fittings 
and commissioning costs) was determined to be R17 billion at 
the 2013 financial year end. This compares to a carrying value 
in the accounts of  R5 billion at the same date. 

Netcare Christiaan Barnard Memorial Hospital 
(architect’s impression)

Netcare Pinehaven (architect’s impression)

2 This comprises 390 public beds and 35 private beds.

Investing to establish new facilities
Netcare has undertaken a number of  new “greenfield” hospital 
builds in recent years, including the Netcare Waterfall Hospital 
in Midrand (128 beds), Netcare Alberlito Hospital (117 beds) 
in Kwa-Zulu Natal and Netcare Blaauwberg Hospital in the 
Western Cape (104 beds). In addition, Netcare was also 
responsible for the construction of  the new 425-bed2 Queen 
‘Mamhato Memorial Hospital undertaken as part of  the 
Lesotho Public Private Partnership.

All new developments are undertaken in line with our 
sustainability strategy. This involves significantly reducing the 
environmental impact associated with these facilities, and 
putting systems in place to reduce the cost of  utilities.

In 2013, Netcare announced that it would be constructing 
new hospitals in under-represented growth areas, being the 
109-bed Netcare Polokwane Hospital and the 100-bed Netcare 
Pinehaven Hospital. The 254-bed Netcare Christiaan Barnard 
Memorial Hospital in Cape Town will be relocated from its 
current premises to a custom-built, state-of-the-art facility on 
the foreshore.

Investments in new facilities are capital intensive and vary 
with regard to, inter alia, the nature of  services supplied by 
the hospital, the location (particularly the cost of  land), the 
nature of  the build (single or multi-storey), and whether the form 
of  the investment is a pure operating company or a combined 
operating and property holding structure. The cost per fully 
equipped bed of  these recent greenfield projects ranges 
from approximately R2.5 million to R4.0 million. 

In terms of  its accounting policies, Netcare reflects its property, 
plant and equipment on the face of  the statement of  financial 
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value-added statement

WEALTH DISTRIBUTED

Employees

Providers of capital

51%

16%

5%

Government

Reinvested in the Group

49%

5% 8%

38%

2012 2013

28%

Rm  2013  %  2012 %

Revenue  27 801  25 174 

Payments to suppliers of  materials and services  (8 229)  (7 761)

 19 572  17 413 

Income from investments1  409  258 

Wealth created  19 981  100.0  17 671  100.0 

Distributed as follows:

Employees

  Salaries, wages and other benefits  9 794  49.0  8 904  50.4 

  Distributions to beneficiaries of  the HPFL trusts  66  0.3  83  0.5 

Providers of capital

  Finance costs2  756  3.8  1 993  11.3 

  Preference dividends paid  47  0.2  46  0.3 

  Distributions paid  816  4.1  698  3.9 

Government

  Direct taxes  775  3.9  690  3.9 

  Indirect taxes  185  0.9  169  1.0 

Reinvested in the Group to maintain and develop 
operations

  Retained earnings  6 430  32.2  3 764  21.2 

  Depreciation and amortisation  1 112  5.6  1 324  7.5 

Wealth distributed  19 981  100.0  17 671  100.0 

1 Includes interest received and share of  associates’ earnings.
2 Includes interest paid.
3  The value-added statement excludes discontinued operations. Total wealth created from discontinued operations amounted to R404 million  

for the 2012 financial year.

WEALTH CREATED
(R million)

20 000
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14 000
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2013

19
 9

81
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CASE STUDy

Antibiotic stewardship – getting the balance right

While there are many different schools of  thought when 
it comes to treating illness, many healthcare consumers, 
and in particular parents, often view antibiotics as a 
cure-all.

According to Dr Neville Wellington of  Medicross 
Kenilworth, in the Western Cape, “The reality is that, 
as doctors, we tend to have a fairly hard time in convincing 
patients that they do not need antibiotics. I believe that 
antibiotics are prescribed too often. If  a patient does 
not respond as predicted, more antibiotics seem to be 
prescribed, when it is often time that is the best healer”. 
Dr Wellington suggests that the best approach is to 
use antibiotics cautiously and only when they are 
really needed.

With the increasing incidence of  multidrug-resistant 
organisms being experienced internationally, Netcare 
has focused on a rational approach to the use 
of antibiotics for a number of  years. In 2012, 
we implemented a comprehensive antibiotic 
stewardship programme across all our hospitals.

The programme relies on the co-operation of  multi-
disciplinary teams, with clinicians, pharmacists, nursing 
staff  and infection prevention and control practitioners, 
who monitor and ensure the most appropriate use of  
antibiotics. We have also standardised measurement 
criteria, which are monitored across all our facilities.

During the year we piloted 
Blue Bird, a software 
platform that keeps 
records of  all blood tests 
to enhance effective 
disease management. 
It supports our ongoing 
efforts in earlier detection 
of  healthcare associated 
infections to ensure 
that the antibiotics 
used are appropriate.

Netcare has been, 
since its inception, a 
leading contributor to the 
South African Antibiotic 
Stewardship Programme.
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board of directors

Committee membership

Audit Committee

Risk Committee

Nominations Committee

Remuneration Committee

Quality Leadership Committee

Social and Ethics Committee

Executive directors Non-executive directors1

RH (Richard) 
Friedland (52)

Group Chief  
Executive Officer

Qualifications: 
BvSc, MBBCh,  
Dip Fin Man, MBA

Appointed:  
15 May 1997

KN (Keith)  
Gibson (43)

Group Chief  
Financial Officer

Qualifications: 
BAcc, CA(SA)

Appointed:  
10 November 2011

T (Thevendrie) 
Brewer (41)

Audit Committee  
Chair

Qualifications: 
BCom, Postgraduate 
Diploma in Accountancy, 
CA(SA)

Appointed:  
24 January 2011

APH (Azar)  
Jammine (64)

Nominations 
Committee Chair

Qualifications: 
BSc (Hons), BA (Hons),  
MSc, PHD

Appointed:  
14 December 1998

Other directorships: 
Econometrix (Pty) Ltd, 
Federated Employers’ 
Mutual Assurance Co 
Limited and York Timber 
Holdings Ltd.

JM (Meyer)  
Kahn (74)

Risk Committee  
Chair

Qualifications: 
BA (Law), MBA,  
DCom (hc), SOE

Appointed:  
14 April 2000

Other directorships: 
Former Chairman  
of SABMiller Plc.
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board of directors

1  Reflected in alphabetical order.
2  Non-independent director.
3  Executive director from 3 November 1999 and 

non-executive director from 1 September 2008.

MJ (Martin)  
Kuscus (58)

Quality Leadership  
Committee Chair

Qualifications: 
BA Cur, Dip Company 
Direction, EDP

Appointed:  
1 July 2008

Other directorships: 
Chairperson of  Synergy 
Income Fund and 
Chairperson of  the 
Mineworkers  
Provident Fund.

HR (Hymie)  
Levin2 (68)

Remuneration 
Committee Chair

Qualifications: 
BCom, LLB, LLM,  
HDip Tax Law,  
HDip Co Law, TEP

Appointed:  
6 November 1996 

Other directorships:  
AdvTech Limited,  
Famous Brands Ltd  
and Sacoven Plc.

KD (Kgomotso)  
Moroka SC (59)

Social and Ethics  
Committee Chair

Qualifications: 
BProc, LLB

Appointed:  
23 July 2006

Other directorships: 
Standard Bank Group 
Limited, South African 
Breweries Limited, 
MultiChoice South Africa 
(Pty) Limited and 
Royal Bafokeng 
Platinum Limited.

SJ (Jerry)  
Vilakazi (52)

Chairman

 
Qualifications: 
BA, MA in ELT, MA in  
Ed Management, MBA

Appointed:  
1 June 2008

Other directorships: 
Goliath Gold Mining Ltd, 
Blue Label Telecoms 
Limited, Palama Group 
and Saatchi & Saatchi 
South Africa.

N (Norman)  
Weltman3 (64)

 
 
 
Qualifications: 
BCom (Hons), CA(SA)

Appointed:  
3 November 1999

Abridged corporate governance report on page 66.IR
SDAFS

i
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Analysis

Highlights

10.4% increase in Group revenue

14.7% increase in EBITDA1

4 495 employee beneficiaries in B-BBEE trusts

1  Before GHG PropCo rent and excluding profit on deconsolidation of  GHG Property Businesses.

Netcare Limited n Annual integrated report 2013



Chairman’s review 24

Chief Executive Officer’s review   28

Chief Financial Officer’s review   32

Netcare Limited n Annual integrated report 2013

23analysis



24

Chairman’s review

Another strong performance from our operations 
in South Africa (SA), which continue to see 
escalating demand for private healthcare, and an 
improved showing from our United Kingdom (UK) 
operations, which benefitted from the decisive 
structural changes made to the business, 
underpinned a very pleasing result. 

Jerry Vilakazi

The Group delivered 
a solid set of  results 
and strengthened 
its financial position 
in the year. We also 
continued to create 
value for all of  our 
stakeholders as 
befits our leading 
position in a sector 
that is fundamental to 
healthy and productive 
societies. 
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Chairman’s review

However, the pace of  collaboration between the public and 
private sectors remains slow. Notwithstanding the challenges, 
we continue to focus on staying true to our core purpose, 
to help care for the health of  humankind, and in so doing 
to advance the common cause of  universal access to 
quality healthcare.

In SA, we continue to grow our core hospital business and 
to deepen the operational excellence of  all our facilities. 
Specifically, we continue to put energy, time and resources 
into primary care. 

In its critical role as gatekeeper to the healthcare system, and 
as a fundamental pillar in integrated healthcare delivery models 
focused on prevention rather than curative health, primary care 
forms a strategic part of  our comprehensive healthcare offering. 
The delivery of  primary healthcare is the intended foundation of  
National Health Insurance (NHI) and we believe our Primary Care 
division positions us well in this regard.

Netcare remains cognisant of  our need to retain the confidence 
of  the investment community in SA healthcare and, in turn, 
to attract the investment required to expand access to quality 
healthcare. We cannot ignore the simple fact that a supportive 
and enabling regulatory environment will unlock greater levels of  
global investment into SA healthcare. 

Policy certainty, and managing the enablers and inhibitors of  
investment, is not only critical to our sector, but also to the aims 
of  the National Development Plan (NDP) in relation to driving 
economic growth, creating jobs, addressing poverty and 
improving basic services. 

Netcare has continued to create value for its shareholders. 
Notwithstanding our sustained investment in growing our 
businesses and in developing new healthcare delivery models, 
with capital expenditure exceeding 75% of  normalised profit 
after tax, total distributions to shareholders in respect of  the 
2013 financial year were 20.5% higher than the previous year. 
Inseparable from the pursuit of  shareholder value is the value 
we create for all of  our stakeholders. 

The Group’s commitment to the highest quality care, our 
contribution to economic capacity and social cohesion and 
our commitment to being a proactive corporate citizen are 
demonstrated throughout our annual integrated report.

All too easily overlooked is the work our people do with due care 
and unending compassion, every hour of  every day. This is our 
greatest contribution to the health and productivity of  the 
societies we serve, and it is this that continues to inspire us to 
extend our hand in partnership to the public sector to broaden 
access to quality healthcare in the countries in which we operate.

Throughout the world, the leaders of  government health 
agencies are alarmed by the growth in healthcare spending. 
“For almost 50 years, spending has grown by two percentage 
points in excess of  GDP across all OECD [Organisations for 
Economic Co-operation and Development] countries,” according 
to McKinsey. It stands to reason that healthcare expenditure is a 
contentious issue given the significant increases in demand 
associated with aging populations and increased burdens of  
disease, even more so for developing countries with large 
populations but a smaller public purse. It is for this reason that 
public private collaboration is gaining significant traction globally.

Our Public Private Partnership in Lesotho, one of  the poorest 
developing countries on the continent, and our experience as a 
provider to the NHS in the UK, a highly sophisticated economy, 
demonstrate Netcare’s appetite for investment in innovative 
healthcare delivery models, and ability to make them work. 
Notwithstanding the stark differences between the two countries, 
these delivery models are proving effective in providing 
independently verified quality patient outcomes. In both cases 
they involve close partnership with the public sector and are 
funded from the public purse.

Indeed, we believe that this type of  collaboration is not only 
possible but is desirable. Working together on the building 
blocks of  a more equitable and effective health system is, 
we believe, the surest path to universal healthcare.

In SA, one year on from the signing of  the Social Compact 
between the Department of  Health (DoH) and private 
healthcare providers, there is some traction. Among 
other accomplishments, a Leadership Academy has been 
formed focusing on the training of  public sector hospital 
CEOs; approximately 100 bursaries have been awarded to 
medical students through the funding mechanism of  the 
Social Compact; and, 23 PHD and Masters students have 
been confirmed to undertake research on HIV and TB 
related illnesses.
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Chairman’s review continued

The Board remains confident in the Group’s strategic direction 
and value proposition, as a SA company with scope for 
international growth. We will continue to manage our business 
with prudence and show stewardship as we advance the 
opportunities for growth, and for partnership, in  
the countries we serve.

I extend my thanks to our stakeholders who continue to show 
confidence in the strength of  our operations, our leadership 
teams and our growth prospects. I acknowledge my colleagues 
on the Board for their diligence and commitment in what has 
been a challenging year. 

Dr Richard Friedland and his executive team, and the Board and 
executive team in the UK, have once again done an excellent 
job of  navigating economic uncertainties and regulatory 
pressures to deliver value to our stakeholders. And they have 
done so without losing sight of  Netcare’s core purpose in a 
sector that is fundamental to socioeconomic progress.

It was with the deepest sadness that we ended 2013 with the 
passing of  a beloved global icon, our first democratically 
elected President, Nelson Rolihlahla Mandela. His departure 
marks the end of  an era, and his legacy compels us to commit 
to a future founded on his unshakable values and to see his 
vision of  a thriving South Africa realised. Netcare was privileged 
to be of  service to Madiba and our people, like millions of  South 
Africans and those the world over, were moved by Madiba’s 
generosity of  spirit and unending compassion. This was always 
most in evidence in his love for children and his care for those 
less fortunate. His towering example will continue to guide our 
conscience as individuals and our purpose as an organisation. 
Our deepest hope is that his undying optimism and love 
for humanity will continue to characterise our country and 
define its future. 

Jerry Vilikazi
Chairman

As a country, we need to be galvanised behind the common 
objective of  stimulating economic growth that addresses the 
current high levels of  unemployment. Across all sectors of  
business, government and civil society, we need to embrace 
the NDP as the route to higher growth rates and greater 
social cohesion. 

Netcare is already delivering on initiatives that align directly 
with the NDP’s goals, some of  which have been reported 
previously. Voluntarily setting the highest minimum wage in 
our sector for our staff, investing in education and training 
beyond our needs and giving access to public sector 
nursing students on behalf  of  the Free State DoH, under the 
stewardship of  the Premier, are just some examples.

Looking more specifically at our operations in the UK, the 
Board is satisfied by the progress that has been made in 
optimising the business, despite the persistent recessionary 
pressures in that market. We have a strong leadership team 
in place, which has been supported by key SA resources to 
provide particular expertise.

After extensive negotiation, the Board is pleased with the 
agreement reached with the relevant stakeholders to extend 
the maturity date of  the non-recourse GHG PropCo 1 debt 
facility to 15 January 2014. The parties continue to actively 
pursue a longer-term restructuring solution. Additionally, and 
subject to obtaining prior written consent from the 
designated lenders, the debt maturity date may be further 
extended to 15 April 2014. 

The UK Competition Commission released the provisional 
findings of  its investigation into privately funded healthcare 
in the UK in August 2013. As we communicated at the time 
of  our results, we fundamentally disagree with the approach 
taken and have been engaging actively with the Commission 
to ensure that our objections are understood.

BMI has submitted detailed responses in relation to the 
Commission’s preliminary findings and possible remedies, 
and discussions on these submissions are ongoing. 
The final report is expected in April 2014.

Outlook and appreciation
In the year ahead we expect the operating environment to 
remain similarly challenging to 2013, with the SA economy 
showing increasing weakness but some room for cautious 
optimism in the UK.

As the SA middle class expands, more people can self-fund 
healthcare. This will alleviate the pressures on the public 
health system and release more of  the public health 
resources required to enhance quality and access for those 
most in need. 

In the UK, the recovery of  the economy remains slow and 
largely contained to the southern areas at the present time. 
Although we expect the next year to remain challenging 
for BMI Healthcare, we remain optimistic about the 
medium- and longer-term prospects of  the UK business. 
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Chief Executive Officer’s review

Richard  
    Friedland

That we have a 
responsibility to 
advance the cause 
of  universal access 
to quality healthcare 
in the countries in 
which we operate, is a 
fundamental tenet of  
Netcare’s philosophy.
The reality facing too many South Africans is 
limited access to even the most basic quality 
healthcare. We know that this is unacceptable 
and that we cannot build a successful and 
sustainable nation unless it is a healthy one. 
The National Health Insurance (NHI) green paper 
contemplates the phasing in of  “access to 
appropriate, efficient and quality health services” 
over 14 years. We do not believe South Africa 
can afford to wait this long.

Nor do we believe that a national health system 
that pairs public and private sectors, as in other 
economies elsewhere in the world, is by definition 
dysfunctional or ideologically incoherent. As 
our Chairman has pointed out, we believe that 
coexistence, based on common cause and within 
a sound regulatory framework, is possible and 
even desirable given the significant investment 
and resources that are required to address 
the current situation.

Netcare Limited n Annual integrated report 2013



analysis
chief executive officer’s review

Our Public Private Partnership (PPP) in Lesotho is an important 
incubator project for Netcare as we fine-tune our approach to 
public sector delivery in an African context. Lesotho is one of  
the poorest countries in the world, with among the most unequal 
distribution of  wealth in Africa. Its people have a life expectancy 
of  42 to 43 years, the highest maternal mortality in the world 
and Tuberculosis and HIV/Aids are endemic.

Our 425-bed public hospital in Maseru and four primary care 
referral clinics serve a population catchment area of  1.8 million 
people. In February, the World Bank commissioned an 
independent study, undertaken by the Public Health Faculty 
of  Boston University, to evaluate the PPP’s clinical outcomes 
against an original baseline study conducted on the old hospital 
it replaced.

The study confirmed the following remarkable outcomes: 
41% reduction in the death rate within 24 hours of  admission; 
65% reduction in paediatric pneumonia rate; and 70% survival 
of  very low birth weight infants (49% of  all births in Lesotho fall 
into this category). What’s more, these dramatically improved 
survival rates have been achieved despite a huge increase for 
demand of  services (51% increase in hospital admissions and 
126% increase in outpatient visits). These outcomes are all the 
more significant in the first year of  operation, before the benefits 
of  our investment in skills development have been fully 
integrated into clinical practice.

I am not suggesting that we have experienced no difficulties 
in achieving this early progress, but the outcomes speak for 
themselves. It stands to reason that if  similar outcomes were 
achieved in a number of  PPPs operated by private sector 
providers in SA, the cause of  universal access to quality 
healthcare would be meaningfully advanced without any 
additional cost to the state.

In the United Kingdom (UK), Netcare has more than a decade 
of  experience in providing publicly funded healthcare as part 
of a mixed delivery model. Under the Any Qualified Provider 
Programme, accredited private sector providers may treat 
National Health Service (NHS) patients at a nationally agreed 
tariff, provided they meet certain quality standards and 
outcomes. In our network of  61 private hospitals, a third of the 
patients we treat are NHS funded patients who have chosen to 
use the private sector.

As important aspects of  the Group’s strategic differentiation, 
our partnerships in Lesotho and the UK stand as compelling 
examples of  what can be achieved when seemingly intractable 
differences give way to common cause, and social need finds 
service in practical delivery.

Clearly, developments in healthcare regulation frame our 
business model as a comprehensive healthcare group, 
inform our strategic decisions and our investment in their 
implementation. And they are the primary enabler for partnerships 
with the public sector. In short, they determine the role we 
are able to play in achieving the ideal of  universal access. 

Our common purpose in South Africa (SA) must be universal 
healthcare as a non-negotiable pillar of  the kind of  society we 
wish to create. To make substantive progress in advancing this 
common purpose suggests a willingness to let go of  the distrust 
between the private and public sectors that is impeding 
real engagement. 

It also suggests that government acknowledges that it alone 
cannot provide the remedy for healthcare. The South African 
Government has made progress in the last two decades in 
improving access to healthcare, but there is still much to be 
done. While we keenly await the white paper on NHI, there are 
critical initiatives that can be embarked on today if  the capacity 
of  the private sector is harnessed.

Advancing the common cause also suggests a plurality of  
providers, both public and private, working in concert to provide 
universal coverage and access to quality healthcare.

To improve medical scheme finances and affordability, we 
believe health insurance should be mandatory for all formally 
employed people in SA earning above the tax threshold. This 
will ensure that young and healthy individuals who take up 
medical cover will better cross-subsidise the adverse risk of  
older and sicker members. Mandatory cover could have the 
effect of  reducing medical scheme contributions by 9 to 14%. 
To put this value in context, it is equivalent to a 30 to 44% cut  
in expenditure on hospitalisation. This course of  action could 
see approximately 25% of  the population accessing healthcare 
in the private sector, allowing the public sector rand to stretch 
so much further.

Furthermore, by introducing a risk equalisation fund in SA, 
a level playing field between medical schemes would be 
created. This would even out the financial impact of  different 
risk and demographic profiles. Changes to the current 
Prescribed Minimum Benefits, to include additional services 
at a primary care level, would also reduce the overall cost of  
providing healthcare.

Finally, to achieve improved outcomes for patients within 
the context of  universal healthcare, suggests new delivery 
models that allow healthcare providers to manage the 
complete pathways of  care, as opposed to the fragmented, 
uncoordinated manner in which primary, tertiary and 
follow-up care is currently administered. This is consistent with 
the “value agenda” first proposed in 2006 by Michael Porter 
and Elizabeth Teisberg in their book Redefining Health Care. 
This transformative approach to restructuring the way 
healthcare is organised, measured and reimbursed is 
gaining purchase worldwide.

Netcare has demonstrated its willingness to enter into 
partnership with the public sector, and shown its appetite for 
risk in public healthcare delivery models. We have proven to 
be effective in implementing such models, from the perspective 
of  improving patient outcomes and within the constraints of  
public healthcare budgets.

Chief Executive Officer’s review
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In SA, we continued to invest significantly in refurbishing and 

expanding our hospital portfolio, as well as our primary care 

facilities, to service the strong demand for private healthcare 

services. Increased medical scheme members, an ageing 

patient base and a higher burden of  disease, particularly 

chronic and lifestyle related diseases, are the primary drivers 

of this demand. 

The latest report from the Council of  Medical Schemes 

indicates how dramatic the increases are in terms of  chronic 

and lifestyle related illnesses: 228% in bi-polar disorder, 84% 

in adult onset diabetes, 37% in high blood pressure and 

almost 38% in hypo-cholestrolemia. 

A milestone reached in the year was the distribution of  

R56 million to Netcare employees through our Broad-based 

Black Economic Empowerment (B-BBEE) scheme, the 

Health Partners for Life Trust. The distribution comprised 

a cash component of  R46 million, with the remainder in 

Netcare shares. We have distributed R177 million to 

beneficiaries of  the scheme since 2010. 

We are also proud of  achieving an independently verified  

Level 2 contributor status in terms of  the Department of  Trade 

and Industry’s B-BBEE codes for 2013. This allowed us to 

maintain our ranking as the most empowered listed healthcare 

company on the JSE for the third consecutive year.

Despite a persistently challenging macroeconomic 

environment in the UK, the leadership team has done well to 

manage the factors within its control. Specific focus areas 

include attracting higher acuity work and growth in high 

demand areas, underpinned by efficiency improvements.

The number of  insured lives in the UK is showing signs of  

growth, albeit slow, following three years of  decline. But this is 

being offset by cover restrictions or a decrease in benefits and 

very tight claims and pre-authorisation management by 

funders, which has dampened hospital caseload volumes. We 

are hopeful, however, that this recent upturn in insured lives, 

together with a decline in lapse rates, is indicative of  future 

growth in the private hospital sector.

We are also confident that NHS spending on privately 

delivered healthcare will continue to increase, particularly in 

the lead-up to the general election in 2015. Waiting lists are a 

key issue for the UK electorate and we believe there is likely to 

be further pressure on government to reduce them.

NHS cases now represent 32% of  the UK’s caseload versus 

private medical insurance (PMI) volumes at 57%. This is 

noteworthy when contrasted with 2006 when we acquired 

GHG, when PMI and self-pay volumes accounted for 97% of  

caseload whereas NHS volumes were only 2 – 3%. This 

provides some perspective of  the enormous structural 

changes that have been implemented in the UK business, 

especially in ensuring the level of  efficiency required to 

service lower-margin NHS work. It also indicates how well 

positioned this business is to benefit from any future recovery 

in the PMI market.

The Competition Commission inquiry into the healthcare 
market in SA, properly handled, may well provide a valuable 
opportunity to broaden an understanding of  the complexity 
of private healthcare delivery. 

Our hope is that the process yields opportunities for structural 
improvement from medical scheme regulatory impediments, 
as discussed above, to considering the employment of  
doctors by private hospitals and the higher price of  drugs and 
consumables in the private sector, which are designed to 
cross subsidise those purchased at substantially cheaper 
prices by public healthcare providers. Addressing these 
factors will create the potential for a step-change in the 
national health system.

In the UK, the regulatory environment continues to evolve. 
In respect of  the UK Competition Commission’s provisional 
findings, we are of  the opinion that the Commission has made 
certain material errors which we are contesting where 
necessary. We filed a successful application with the 
Competition Appeal Tribunal in the UK relating to the 
availability and access to information and documentation the 
UK Competition Commission used in their investigation. 

A significant change in the coming year is that all providers 
of healthcare services to the NHS will need to be licensed 
before April 2014. However, we do not foresee any problems 
in this regard, especially given that our team in the UK has 
been part of  the consultation process in ensuring the smooth 
implementation of  this requirement.

Poor quality standards at a number of  NHS Trusts have 
attracted considerable negative publicity. This has resulted in 
an extensive review of  the functioning and the standards of  
the Quality Care Commission, with implications for both the 
public and private sectors. We have reviewed the clinical 
governance framework of our operations in the UK and 
strengthened it where required.

Performance review
The Chief  Financial Officer’s review provides a comprehensive 
analysis of  our financial performance. I will confine my review 
to the highlights of  the Group’s performance and the 
noteworthy drivers of  this performance, which we continue 
to manage actively.

The Group posted a solid financial performance, the 
highlights of  which were good top line growth, but more 
particularly an improved bottom line performance. This was 
essentially a result of  financial and operating leverage and 
margin enhancement due to greater efficiencies and 
cost containment.

Excluding the once-off  profit on the deconsolidation of  our 
UK property entities, revenue was up 10.4% to R27.8 billion 
and EBITDA before the GHG PropCo rental was up 14.7% to 
R5.8 billion. Most pleasingly, our adjusted HEPS (continuing 
operations) was up 25.4% to 142.0 cents. The Board declared 
a final dividend of  40.5 cents, up 19.1%, bringing the full 
dividend for the year to 67.5 cents, up 20.5%.

Chief Executive Officer’s review continued
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Looking forward and appreciation
In SA, we expect to see continued demand for private 
healthcare services and this is likely to grow as levels of  
employment increase. We have 98 beds that will become 
available in 2014 and our three new hospitals will be 
commissioned in 2015 and 2016, which will position us to 
continue meeting this demand growth. 

We have plans to enhance our capacity utilisation and also 
expand units that are fully occupied. We have a pipeline for a 
number of  other licenses that are pending approval. We will 
continue to embed the Triple Aim methodology and its 
associated quality leadership initiatives, and advance our project 
to reduce our environmental impact and extract the energy 
savings targeted. Our capital projects will continue to be aligned 
to our delivery of  quality leadership and efficiency initiatives.

Netcare believes that the challenges facing the SA healthcare 
sector can only be overcome by collaboration between the 
public and private sector. We reiterate our desire to engage with 
the Minister of  Health and representatives of  the public sector 
to find innovative responses to the challenges facing the SA 
healthcare sector. 

In the UK, regulatory uncertainty will persist as the UK 
Competition Commission process is finalised. The process of  
appeal in terms of  both the findings and remedies is likely 
to continue throughout 2014. Until the publication of  the final 
report, no assurance can be given as to its effect on private 
healthcare in the UK.

With continued underlying economic constraints, structural 
uncertainties in the NHS and a suppressed PMI market, we 
expect the next year to remain challenging for BMI Healthcare. 
However, we remain confident about its medium- to long-term 
prospects, underpinned by our ongoing investment in high 
growth and high acuity areas. We expect insured lives to grow, 
albeit slowly, and the self-pay market to recover as market 
sentiment lifts and the macroeconomic environment gradually 
improves. We also anticipate continued growth in NHS cases, 
although at a slower pace, in the lead up to the election in 2015.

My very sincere thanks go to our management teams and staff  
across our operations in the UK, in SA and Lesotho for their 
commitment and hard work in producing excellent outcomes 
and results. May I also thank our Chairman, Jerry Vilakazi, and 
Board members of  Netcare for their sage advice, meaningful 
engagement and support over the past year.

In closing, we wish to remember Nelson Rolihlahla Mandela, 
without doubt the greatest statesman of  our time. His personal 
sacrifices set us all free, restored the dignity of  our nation, which 
under apartheid had become the pariah of  the world, showed us 
how to respect one another regardless of  colour or creed or other 
differences, and rekindled our hope for a better future. He will live 
on in everyone he has touched, and the world will be a better 
place for it.

Richard Friedland
Chief  Executive Officer

Strategic review
The Group’s comprehensive network encompasses hospitals, 
emergency services, primary care facilities, retail pharmacies 
and renal dialysis services in SA, and in excess of  12 000 beds 
across SA, the UK and Lesotho. This breadth of  healthcare 
services, together with our extensive experience in publically 
funded healthcare models, remains a source of  competitive 
differentiation in our markets.

We are systematically deepening quality leadership at Netcare. 
Of  particular significance is the progress we have made in 
embedding the concept of  the Triple Aim. Developed by the 
Institute for Healthcare Improvement, a global organisation, this 
framework provides a methodology for improving health system 
performance.

The Triple Aim focuses on three inextricably bound principles 
of best patient outcome, best patient experience and cost 
effective care. To achieve this requires a sophisticated quality 
improvement system, which we have been implementing over 
the last two years. A key focus of  the initiative has been to 
create the capacity within our staff  base, whether at head office 
or in the operations, to measure outcomes, to constantly seek 
ways to enhance efficiencies and to drive innovation. In the 
last year alone, this initiative has translated into no less than  
140 quality improvement projects.

The quality improvement system we have developed has 
eight pillars and extends across all of  our divisions and 
disciplines. By way of  example, one pillar focuses on the 
newly developed National Core Standards in SA. Netcare is 
the first organisation to roll out the Department of  Health’s 
National Core Standards, which comprise approximately 
three hundred standards, across all of  our divisions. In addition, 
we have added further Netcare specific standards. We have 
also commissioned independent subject experts to verify our 
performance at every site.

This wide-reaching initiative is underpinned by a Group-wide 
enterprise platform and resource planning functionality provided 
by SAP. The implementation of  this system across the Group 
has been seven years in the making, and it is gratifying to see 
the benefits coming through in our drive for quality leadership.

In line with our strategy to eliminate harm and waste in 
every area of  operation, and develop a robust sustainability 
and energy efficiency culture within Netcare, we have 
implemented an environmental project to measure and 
manage energy usage across our network. We have completed 
a comprehensive energy analysis and are rolling out a 
Group-wide energy management platform. We have set 
savings targets in energy costs, which will result from multiple 
interventions, across all systems within all our operations 
over the next five years.

While we recognise that private healthcare is itself  not perfect, 
I have highlighted some of  the strategic initiatives underway at 
Netcare that demonstrate our commitment to meaningful and 
continuous improvement. We will continue to take our responsibility 
seriously and actively play our part in advancing the cause of  
universal access in the countries in which we serve.

Chief Executive Officer’s review continued
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Chief Financial Officer’s review

Keith Gibson

The Netcare Group’s 
results for the 2013 
financial year reflect 
a strong trading 
performance from 
the South African 
operations and further 
improvement from our 
operations in the United 
Kingdom. 

This review provides further insight into the 
financial performance and position of  the Group 
and should be read together with the abridged 
Group annual financial statements on page 103, 
and the complete Group annual financial 
statements available online at  
www.netcareinvestor.co.za.
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Corporate finance activities
The following transactions took place during the year 
under review.

Deconsolidation of GHG property businesses
The GHG Property Businesses were deconsolidated from 
16 November 2012 after due evaluation of  the overall factors of  
control, including a decision to sell down the Group’s interest 
in GHG PropCo 1 to 50%. As Netcare continues to exercise 
significant influence over the GHG Property Businesses post the 
Deconsolidation, these entities are reflected as investments in 
associates and are equity accounted. A non-recurring, non-cash 
profit of  R3 257 million arose on the Deconsolidation and is 
reflected in these results. This profit is excluded from the 
calculation of  HEPS and adjusted HEPS.

The Group and UK results are structurally different following the 
Deconsolidation. The existing arms-length operating lease 
agreements entered into between the UK operating business 
(BMI OpCo) and the GHG Property Businesses had an initial 
term of  25 years with a 10-year renewal option. These leases 
provide for rental payments with an annual variable increase in 
rental based on the retail price index (RPI). BMI OpCo has 
RPI swaps in place that fix the annual rental escalations at 2.5%. 
Prior to the Deconsolidation, the rental charge and RPI swaps 
were not reflected in the Group annual financial statements as 
they were eliminated on consolidation. 

Following the Deconsolidation, the rent BMI OpCo pays to 
the GHG Property Businesses is no longer eliminated and is 
therefore included as a charge to the income statement 
(under “Administrative and other expenses”). This has resulted in 
a reduction in reported EBITDA and the related margin from 
historically reported levels. However, the reduction in 
depreciation on the property portfolio and interest charges 
associated with the debt of  the GHG Property Businesses 
largely offsets the rent charge, with a marginal net impact on 
the bottom line profit after tax. The RPI swaps are recognised 
in the statement of  financial position at fair value, with the 
non-cash movements in the carrying value being recorded in 
profit or loss and other comprehensive income.

1  Non-recurring items include the amortisation of  the cash flow hedge 
accounting reserve, ineffective portion of  the interest rate swaps, fair 
value adjustments, swap settlement costs, debt restructuring fees, 
UK tax rate change and deferred tax adjustment relating to 
non-qualifying assets.

The results for the year have been structurally impacted by 
the deconsolidation of  the General Healthcare Group 
(GHG) Property Businesses (hereafter referred to as 
“the Deconsolidation”). The GHG Property Businesses 
comprise 35 United Kingdom (UK) hospital properties initially 
acquired in 2006 (GHG PropCo 1) and six hospital properties 
acquired in 2008 (GHG PropCo 2). In addition, the 2012 
comparative year included certain material, non-cash 
adjustments relating to GHG PropCo 1. To enable meaningful 
comparison, this commentary refers to normalised results  
that exclude the impact of  these current and prior year 
exceptional items. 

Normalised Group profit for the year from continuing operations 
grew 7.7% to R1 847 million (2012: R1 715 million). Headline 
earnings per share (HEPS) from continuing operations 
increased 45.4% to 138.4 cents (2012: 95.2 cents). Adjusted 
HEPS from continuing operations, which excludes non-recurring 
items1, improved by 25.4% to 142.0 cents (2012: 113.2 cents). 
The strong performance of  the South African (SA) operations 
increased the SA HEPS contribution by 16.2% to 140.6 cents 
(2012: 121.0 cents) and adjusted SA HEPS increased by 14.4% 
to 139.7 cents (2012: 122.1 cents). 

IR
SDAFS

i Refer to note 8 in the abridged Group annual financial 
statements for a reconciliation of adjusted headline earnings 
on page 114. 

The Group is exposed to the effects of  currency fluctuations on 
the conversion of  its UK operation’s financial performance and 
position which, in accordance with Group policy, is not hedged. 
The average exchange rate used to convert offshore income 
and expenditure of  R14.43 to the Pound Sterling (Pound) was 
13.8% weaker than the average rate of  R12.68 applicable for 
the 2012 financial year. Currency conversion contributed 
R1 498 million to the growth in Group revenue, R102 million  
to normalised earnings before interest, taxation, depreciation 
and amortisation (EBITDA) and R28 million to normalised 
operating profit. 

The Rand continued to weaken against the Pound during 
the year to end at a closing exchange rate of  R16.22 to the 
Pound, 20.9% weaker than the closing rate of  R13.42 for 
the prior year. 
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Normalised Group income statement

Rm
Normalised

20131
Normalised

20122 % change 

Continuing operations

Revenue 27 801 25 174 10.4

EBITDA before GHG Property Businesses rentals 5 891 5 136 14.7

GHG Property Businesses rentals (1 719) (100.0)

EBITDA 4 172 5 136 (18.8)

Depreciation and amortisation (1 112) (1 324) 16.0

Operating profit 3 060 3 812 (19.7)

Net financial expenses (598) (1 835) 67.4

Attributable earnings of  associates 58 27 114.8

Profit before taxation 2 520 2 004 25.7

Taxation (673) (289) (132.9)

Profit for the year from continuing operations 1 847 1 715 7.7

1  Adjusted to exclude the profit on the Deconsolidation of  R3 257 million.
2  Adjusted to exclude the non-cash adjustments resulting from changes in accounting assumptions related to the refinancing of  the GHG PropCo 1 

borrowing facilities.

at maturity. Importantly, the Netcare debt remains subject to the 
same credit agreement as all other BMI OpCo debt with the 
same security package and is not subordinated. Furthermore, 
we secured a mechanism with our consortium partners to 
preserve Netcare’s underlying return through to the extended 
maturity date. In so doing, we have protected Netcare’s position 
with regard to the initial value proposition on which its acquisition 
of  an economic interest in the BMI OpCo debt was predicated. 
Further details on the A&E are provided in the debt commentary 
under the statement of  financial position section.

Income statement
The discussion that follows excludes the profit on 
Deconsolidation of  R3 257 million in the year under review and 
the impact of  the non-cash adjustments resulting from changes 
in the underlying accounting assumptions related to GHG 
PropCo 1 in the prior year, shown in the table below. 

GHG PropCo 1 non-cash adjustments 2012

Rm £m

Impairment of goodwill 10 773 811.4

Interest rate swap contracts 2 960 225.0

   Fair value losses on interest rate 
swaps not hedge accounted 1 598 122.4

   Reclassification of  the cash flow 
hedge reserve 1 362 102.6

Taxation (2 305) (173.6)

Total exceptional items 11 428 862.8

IR
SDAFS

i
More details on these exceptional items are provided in note 2 to 
the complete Group annual financial statements.

The normalised Group income statement, excluding the impact 
of  these exceptional items, follows:

Acquisition of an additional 3% interest in GHG
In January 2013, Netcare purchased an additional 3.0% interest 
in GHG from Brockton Capital LLC for R164 million. At the same 
time, we agreed to sell the interests in GHG PropCo 1 acquired 
through the Brockton transaction to our fellow GHG partners, 
Apax Partners and London & Regional Properties. As a result, 
Netcare’s direct interest in BMI OpCo and GHG PropCo 2 
increased to 53.7%, while the effective interest increased to 
56.4%. Netcare’s interest in GHG PropCo 1 remained 
unchanged at 50.0%.

Financing and treasury transactions
In March 2013, the SA operations raised R600 million through 
a five-year note under Netcare’s Domestic Medium Term 
Note (DMTN) programme. Demand for Netcare paper proved 
strong and the issue was more than four times oversubscribed 
at a favourable credit spread of  161 basis points. The funds 
raised were applied to settle existing DMTN notes that matured 
in March and April 2013, thereby improving the tenor of  the 
SA debt profile and locking in the benefits of  the low interest 
rate environment. 

In August 2013, BMI OpCo completed a refinancing of  its debt 
facilities through an Amend & Extend (A&E) arrangement. This 
included the early repayment of  certain debt and an extension 
of  the repayment terms of  the remaining debt. The successful 
completion of  this refinancing ahead of  the scheduled 
maturity date has improved the efficiency of  the capital 
structure of  the UK operating business, establishing a stable 
platform for the business to trade through the bottom end of  
the economic cycle.

Netcare supported the A&E by extending the maturity of  the 
debt in which it holds an economic interest, with a face value 
of £56.7 million, to October 2018. The interest on this debt will 
accrue (commonly referred to as PIK) and will be settled in cash 

Netcare Limited n Annual integrated report 2013



Chief Financial Officer’s review continued

Earnings before interest, tax, depreciation 
and amortisation
Normalised Group EBITDA from continuing operations, 
before recognising R1 719 million of  rent paid to the 
GHG Property Businesses, grew 14.7% to R5 891 million 
(2012: R5 136 million). However, EBITDA after recognising 
the rental expense of  R4 172 million fell 18.8%. 

EBITDA from Hospital and Emergency services was up 12.1% 
to R3 158 million (2012: R2 818 million) due to mainly organic 
growth in patient days and improved operating leverage. The 
hospital efficiency programme resulted in the widening of  the 
EBITDA margin from 21.3% in 2012 to 22.0% in the year under 
review. The Primary Care division, no longer at risk for claims 
costs following the change in business model, maintained its 
EBITDA at R83 million for the year despite the decrease in 
revenue. The division’s EBITDA margin increased to 7.1% from 
6.0% in the prior year. 

GHG’s normalised EBITDA from continuing operations 
before the GHG Property Businesses rentals, rose 4.5% to 
£184.0 million (2012: £176.1 million). However, after recognising 
these property rentals, EBITDA was £65.4 million. BMI OpCo 
EBITDA before the GHG Property Businesses rentals grew 
3.1% to £182.0 million (2012: £176.6 million). The higher acuity 
case-mix and the impact of  efficiency gains and cost saving 
initiatives translated into an improved margin of  21.4% 
(2012: 21.2%). BMI OpCo EBITDA increased 7.0% to 
£45.7 million (2012: £42.7 million).

Operating profit
Normalised operating profit decreased 19.7% to R3 060 million 
(2012: R3 812 million) due to the rentals paid to the GHG 
Property Businesses. Depreciation and amortisation for the 
year decreased to R1 112 million (2012: R1 324 million) due 
to the Deconsolidation, partly offsetting the impact of  the 
rental charges.

Net financial expenses
Normalised Group net financial expenses decreased 
significantly to R598 million (2012: R1 835 million), largely as 
a result of  the Deconsolidation. 

In SA, net financial expenses reduced by R120 million to 
R81 million and interest cover improved to a healthy 28.4 times 
(2012: 13.2 times). A benefit of  R149 million (2012: R103 million) 
due to Netcare’s economic interest in BMI OpCo debt lifted 
interest received. 

UK net financial expenses decreased from R1 634 million or 
£129.2 million in the comparative year to R517 million or 
£36.0 million in 2013. Fair value movements and amortisation of  
the cash flow hedge accounting reserve, for the one-and-a-half  
months prior to the Deconsolidation, resulted in a net non-cash 
charge to the income statement of  R92 million or £6.6 million. 
A non-recurring charge of  R131 million or £8.4 million, arising on 
the settlement of  the out-of-the-money interest rate swaps after 

Revenue
The composition of  Group revenue by segment is set out in the 

graph below. 

EXTERNAL REVENUE
(R million)
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Group revenue grew 4.5% in constant currency terms and 

increased 10.4% after including the impact of  exchange rate 

fluctuations. Consequently, reported Group revenue from 

continuing operations for the year increased to R27 801 million 

(2012: R25 174 million).

In SA, Hospital and Emergency services increased revenue 

8.6% to R14 354 million (2012: R13 219 million). Growth of  

2.7% in patient days and 5.7% in net revenue per patient day 

underpinned the growth in revenue. The transition of  the  

Prime Cure business from a managed healthcare risk model to  

a managed healthcare administration model curtailed revenue  

in Primary Care by 16.2% to R1 163 million (2012: R1 388 million). 

The division’s Medicross family medical and dental centres and 

Prime Cure clinics managed approximately 3 million patient 

visits and dispensed 2 million pharmacy scripts during the year. 

Medicross opened three new medical and dental centres during 

the year in Midrand and Rangeview in Gauteng and Khayelitsha 

in the Western Cape.

In the UK, BMI OpCo grew its revenue from continuing 

operations 2.1% to £851.3 million (2012: £834.0 million). This 

was achieved despite continued weakness in the UK economy 

and a tightening of  Private Medical Insurance (PMI) benefits 

and hospital pre-authorisation approvals. Ongoing uncertainty 

arising from the implementation of  reforms to the National 

Health Service (NHS) and increased regulatory scrutiny on 

private healthcare also weighed on the sector. Inpatient cases 

and day case admissions were 1.9% lower, due to the continued 

decline in PMI volumes. However, sustained growth in NHS 

caseload, primarily in NHS Choose & Book cases, largely offset 

this decline. Depressed levels of  consumer confidence 

influenced self-pay volumes, which continued the downward 

trend established in the second half  of  2012.
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£1.3 million resulting from a further 2% reduction in the 
UK statutory tax rate to 20%. This brings to an end the UK 
government’s tax rate reduction plans. A similar tax rate 
reduction of  2% resulted in the recognition of  a R337 million or 
£27.2 million credit in the prior year, relating largely to the GHG 
Property Businesses. A tax credit of  R103 million or £7.9 million, 
resulting from a change in the deferred tax treatment of  
subsequent additions to non-qualifying assets initially acquired 
through business combinations in the UK, favourably impacted 
the current year tax expense.

Statement of financial position
This section discusses the most material components of  the 
statement of  financial position.

The Deconsolidation has substantially strengthened the 
Group’s statement of  financial position. Currency conversion 
also had a significant impact on the conversion of  the 
Group’s offshore assets and liabilities due to the weakening 
of the Rand against the Pound. The table alongside analyses the 
year-on-year change in the carrying value of  key line items 
on the statement of  financial position and reflects the impact 
of the Deconsolidation, weakening currency and the underlying 
real movements.

The Deconsolidation resulted in a decrease of  R30 202 million 
in debt and derivative financial liabilities, together with a 
R21 187 million decrease in property, plant and equipment and 
goodwill against which the debt is secured. Total shareholders’ 
equity amounted to R10 432 million at year-end, compared to a 
negative balance of  R1 020 million at 30 September 2012.

the refinancing of  BMI OpCo’s debt facilities in August 2013, 
also impacted net financial expenses. This charge included the 
reclassification of  R109 million or £7.0 million previously 
recognised in the cash flow hedge accounting reserve. The net 
interest expense benefited from the recognition of  R58 million 
or £3.7 million of  net interest income on the defined benefit 
pension scheme, as well as lower levels of  gross debt due to 
scheduled debt amortisation payments and the impact of  
the A&E.

Attributable earnings of associates
Attributable earnings of  associates increased from R27 million 
to R58 million. Earnings from associates comprise various 
investments in SA and the UK, as well as the results of  
Netcare’s Public Private Partnership (PPP) investments in 
Bloemfontein, Port Alfred, Grahamstown and Lesotho. The GHG 
Property Businesses are treated as investments in associates 
and are equity accounted following the Deconsolidation. The 
GHG Property Businesses contributed R25 million for the 
ten-and-a-half  months since the Deconsolidation.

IR
SDAFS

i
Details of the Group’s principal investments in associated 
companies are provided in Annexure B to the complete 
Group annual financial statements.

Taxation
The normalised Group tax charge was R673 million for the year 
compared to R289 million for 2012. This represents an effective 
tax rate of  26.7% compared to 14.4% in the prior year. The 
effective tax rate for the SA operations of  28.5% was marginally 
higher than the statutory tax rate of  28%. The UK benefited 
from the non-cash release of  deferred tax of  R20 million or 
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Summarised Group statement of financial position

Rm 2012
Deconsolidation

 impact
Currency

impact
Other net

movement 2013

Assets

Property, plant and equipment and 
intangible assets 28 005 (18 935) 1 524 282 10 876

Goodwill 5 099 (2 252) 637 3 484

Deferred taxation 2 730 (1 594) 244 (155) 1 225

Other assets 8 388 (45) 913 (922) 8 334

Total assets 44 222 (22 826) 3 318 (795) 23 919

Equity and liabilities

Total shareholders’ equity (1 020) 9 837 600 1 015 10 432

Long- and short-term debt 28 953 (22 607) 1 481 (1 387) 6 440

Financial liability – derivative financial 
instruments 7 433 (7 595) 366 (196) 8

Deferred taxation 3 530 (2 495) 283 (189) 1 129

Other liabilities 5 326 34 588 (38) 5 910

Total equity and liabilities 44 222 (22 826) 3 318 (795) 23 919

MOVEMENT IN GROUP PROPERTY, PLANT AND EQUIPMENT AND INTANGIBLE ASSETS
(R million)

30 000

25 000

20 000

15 000

10 000

5 000

0

C
ar

ry
in

g
 v

al
ue

 a
t

30
 S

ep
t 2

01
2

 

28 005 (18 935)

1 410 (16) (1 112) 1 524 10 876

D
ec

on
so

lid
at

io
n

A
d

d
iti

on
s

D
is

p
os

al
s

an
d

 o
th

er

D
ep

re
ci

at
io

n
an

d
 a

m
or

tis
at

io
n

Tr
an

sl
at

io
n 

of
fo

re
ig

n 
en

tit
ie

s

C
ar

ry
in

g
 v

al
ue

 a
t

30
 S

ep
t 2

01
3

Property, plant and equipment and 
intangible assets
The carrying value of  property, plant and equipment 
and intangible assets decreased from R28 005 million to 
R10 876 million, with the Deconsolidation accounting for 
R18 935 million of  the decrease. The Group invested 
R1 410 million (2012: R1 395 million) in property, plant 
and equipment and intangible assets during the year.

The SA operations invested R815 million (2012: R875 million) 
in property, plant and equipment and intangible assets. 

The Hospital division added 70 new beds during the year. 
Netcare Bronkhorstspruit Hospital was closed in the latter part 
of  the year, following the termination of  the PPP contract with the 
Gauteng Department of  Health, resulting in the loss of  43 beds. 
The total number of  beds at year-end was 9 286 beds 
(2012: 9 262 beds). Construction has commenced on various 
projects due for completion in the 2014 financial year, which will 
add a further 49 beds.

IR
SDAFS

i The major expansion projects are discussed in the SA Hospital 
review on page 50. 
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Debt
Net debt decreased from R26 484 million to R4 871 million at 
30 September 2013. The Deconsolidation accounted for 
R22 547 million of  this decrease, offset by the impact of  foreign 
currency translation of  R1 335 million. The Group net debt to 
normalised EBITDA leverage ratio strengthened to 1.2 times 
(2012: 5.2 times), while the interest cover improved to 7.6 times 
(2012: 2.2 times).

Geographical split of net debt

Rm 2013 2012

South Africa 3 164 3 492

United Kingdom 1 707 22 992

Total net debt 4 871 26 484

South African debt

Rm 2013 2012

Promissory notes* 3 851 3 891

Redeemable cumulative 
preference shares 14

Unsecured liabilities 1 1

Finance leases 51 69

Gross debt 3 903 3 975

Cash and cash equivalents (856) (920)

Bank overdrafts 117 437

Net debt 3 164 3 492

*  Raised in terms of  Netcare’s Domestic Medium Term Note programme.

Strong cash generation in the SA business contributed to the 
decrease in net debt. Netcare maintained its Global Credit Rating 
accreditation of  A for long-term debt and A1 for short-term debt. 
The cost of  debt increased marginally from 6.9% to 7.0% as a 
result of  increasing the fixed component of  the borrowings profile 
to lock in the benefit of  historically low interest rates. 

The leverage of  the SA business, expressed in terms of  net debt 
to EBITDA, has strengthened to 1.0 times reflecting five years of  
improvement, shown in the graph below. The SA business has a 
further R4.7 billion of  undrawn debt facilities available providing 
sufficient capacity to manage its future capital needs. 

In addition to expanding our ability to service the growing 

demand for healthcare in SA, a portion of  our capital investment 

is focused on upgrading and replacing existing equipment, in 

line with our commitment to quality patient care. A portion of  

the expenditure is also focused on reducing our environmental 

impact and the concomitant benefit of  related cost savings. 

The fair market value of  SA hospital land and buildings 

(excluding furniture and fittings, medical equipment, loose plant 

and machinery and commissioning costs) with a carrying value 

of  R5 billion was independently valued by Mills Fitchet at 

R17 billion at 30 September 2013.

GHG continued to invest in its infrastructure and facilities, with 

expenditure on property, plant and equipment and intangible 

assets amounting to £39.8 million (2012: £41.2 million).

IR
SDAFS

i Further details are provided in the UK Hospital review 
on page 61.

IR
SDAFS

i
Further details on the Group’s capital expenditure are provided in 
notes 3 and 5 to the complete Group annual financial statements.

Goodwill
The carrying value of  goodwill decreased by R1 615 million 

during the year, largely due to the Deconsolidation. An increase 

of  R637 million attributable to currency conversion offset 

this decrease. 

Goodwill is allocated to the Cash Generating Units (CGUs) of  

the Hospital operations and Primary Care operations in SA, and 

to BMI OpCo in the UK. Goodwill is reviewed for impairment at 

each reporting date in accordance with the provisions of  

IAS 36 Impairment of  Assets. The recoverable amount of  the 

SA and BMI OpCo CGUs are based on a value-in-use 

calculation. The key assumptions applicable to the value-in-use 

calculations include discount rates, EBITDA growth and 

capital expenditure.

IR
SDAFS

i
Further details on the Group’s goodwill impairment testing are 
provided in note 4 to the complete Group annual financial statements.

SOUTH AFRICAN NET DEBT: EBITDA
(R million)
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United Kingdom debt
2013

£m
2012

£m
2013

Rm
2012

Rm

BMI OpCo 145.6 222.4 2 361 2 986

GHG PropCo 1 1 562.1 20 969

GHG PropCo 2 45.6 612

Secured bank debt 145.6 1 830.1 2 361 24 567

Finance leases 10.8 12.6 176 169

Accrued interest 1.1 23.1 17 309

Unamortised debt-raising fees (1.1) (5.0) (17) (67)

Gross debt 156.4 1 860.8 2 537 24 978

Cash and cash equivalents (51.1) (147.9) (830) (1 986)

Net debt 105.3 1 712.9 1 707 22 992

Attributable to the following operating segments:

  BMI OpCo 105.3 91.7 1 707 1 231

  GHG Property Businesses 1 621.2 21 761

UK net debt at 30 September 2013 amounted to £105.3 million, 
significantly lower than the 2012 balance of £1 712.9 million due 
to the Deconsolidation. In August 2013, BMI successfully 
completed an early refinancing of  its debt facilities through an 
A&E transaction. This allowed BMI OpCo to take advantage of  
favourable capital markets and the high levels of  cash holdings 
on its statement of  financial position to enhance the efficiency 
of  its capital structure. BMI OpCo’s gearing has reduced, 
providing support for its longer-term growth strategy.

The A&E resulted in the early repayment of  £44.8 million of  
debt due to mature in October 2013 and the repayment of  
£14.5 million of facilities previously falling due in October 2014 
and 2015. In addition, the remaining debt profile was amended 
such that, of  the amount due for repayment in October 2014 
and 2015, 30% was extended by 30 months and 40% was 
extended by 36 months.

BMI OpCo has undrawn loan facilities of  £22.3 million available 
to finance working capital, capital expenditure and for general 
corporate purposes.

An additional benefit of  the refinancing has been an amendment 
to certain definitions applicable to the banking covenants, which 
create additional headroom for the business. BMI OpCo remains 
compliant with all its banking covenants, which are tested on a 
quarterly basis and comprise:

 Cash cover;

 Interest cover;

 Leverage; and

 Capital expenditure.

Forecast future covenant compliance is based on a number 
of key assumptions and permitted adjustments, which indicate 
that sufficient headroom exists across all covenant metrics and 
that BMI OpCo will operate within the levels of  its available 
credit facilities. 

GHG Property Businesses debt
The Board of  GHG PropCo 1 is in discussion with lenders to 
facilitate an orderly and consensual solution to the GHG 
PropCo 1 debt facility. The GHG PropCo 1 debt of  £1.5 billion 
was due for repayment on 15 October 2013. However, a 
short-term extension was granted to 15 January 2014 with 
the potential for a further three-month extension to allow a 
longer-term restructuring to be negotiated. GHG PropCo 1’s 
debt is ring-fenced from BMI OpCo and GHG PropCo 2 
and there is no recourse to Netcare and its SA operations 
in this regard.

Derivative financial instruments
The Group manages its exposure to interest rate fluctuations by 
means of  interest rate swaps and uses inflation rate swaps to 
hedge the inflationary increases in certain lease contracts. 

IR
SDAFS

i Further details on these derivative financial instruments are set out 
in note 10 to the abridged Group annual financial statements on 
page 116.

The SA business manages its interest rate exposure by means of  
a pool of  funds, with up to 75% of  total debt hedged through 
interest rate swaps. At year-end, 46% of  total debt was fixed, while 
the balance remains at floating rates linked to the prime lending 
rate and the Johannesburg Interbank Agreed Rate (JIBAR). The 
SA interest rate swaps at 30 September 2013 amounted to a net 
asset of  R16 million (2012: liability of  R29 million). Certain inflation 
rate swaps have been entered into, to hedge the exposure to 
inflation rate fluctuations under leases where escalations 
are calculated with reference to the consumer price index. 
The mark-to-market value of  these inflation rate swaps at 
30 September 2013 was negligible (2012: liability of  R17 million).

The UK business hedges its exposure to interest rate 
fluctuations through interest rate swaps. At the conclusion of  the 
A&E refinancing, BMI OpCo paid £7.7 million to settle its 
out-of-the-money interest rate swap. This was replaced with a 
swap covering a notional value of  £100.0 million at a fixed rate 
of  0.63%, compared to the previous swap rate of  5.05%. 
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PERFORMANCE OF THE NETCARE SHARE PRICE ON THE JSE
(Cents)
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Working capital
2013 2012 Change

South Africa (Rm)

Inventories 507 494 (13)

Trade and other receivables 1 918 1 825 (93)

Trade and other payables (2 158) (2 332) (174)

Taxation payable (175) (154) 21

92 (167) (259)

United Kingdom (£m)

Inventories 25.5 24.1 (1.4)

Trade and other receivables 132.8 118.7 (14.1)

Trade and other payables (183.6) (149.4) 34.2

Taxation receivable 1.9 1.9

(25.3) (4.7) 20.6

Statement of cash flows
Cash generated from operations before rentals paid to the 
GHG Property Businesses increased 3.7% to R5 387 million 
(2012: R5 193 million). However, cash generated from 
operations after these rentals decreased by R1 545 million 
to R3 842 million. 

The Group invested R1 410 million (2012: R1 395 million) in 
capital expenditure (including intangible assets), while 
R813 million (2012: R694 million) was returned to shareholders 
in ordinary dividends paid. The Group cash and cash 
equivalents at 30 September 2013 amounted to R1 569 million 
(2012: R2 469 million), with improved cash balances in 
SA offset by lower cash balances in the UK following the 
A&E transaction. 

Financial risk management
The Group is exposed to financial risks through its business 
activities, including interest rate risk, currency risk, credit risk, 
liquidity risk and risk arising from insurance contracts. 

IR
SDAFS

i
The Group’s exposure to these risks and the policies for 
managing risk are detailed in note 33 to the complete Group  
annual financial statements. 

The mark-to-market value of  the BMI OpCo interest rate swap 
was negligible at year-end (2012: R114 million liability). The 
interest rate swaps of  the GHG Property Businesses, which had 
a value of  R7 273 million at 30 September 2012, are no longer 
reflected following the Deconsolidation. 

The Group applies hedge accounting on interest rate swaps in 
accordance with IAS 39 Financial Instruments: Recognition 
and Measurement by using regression analysis modelling to 
determine hedge effectiveness in both geographies. A dynamic 
hedging strategy is employed on certain interest rate swaps 
whereby the portion of  the swap designated for hedging 
purposes may be varied to achieve optimum hedge 
effectiveness. All the interest rate swaps in SA are designated 
as hedging instruments. The UK interest rate swaps are no 
longer hedge accounted following the replacement of  the 
out-of-the-money swap with a shorter-term, on-market 
instrument. Hedge accounting is applied to the UK RPI swaps 
from 1 April 2013.

Working capital
Working capital remains a stringent focus of  both the SA and 
UK operations and is managed and monitored by local working 
capital committees. In SA, initiatives to improve admissions and 
claims submission processes drove further improvement in 
collections of  trade receivables. The year-on-year increases in 
inventories and trade and other receivables fell below general 
inflationary levels. A reduction in amounts due to suppliers of  
goods and services related to the capital expenditure 
programme influenced the decline in trade and other payables. 

In the UK, the net investment in working capital decreased by 
£20.6 million. However, the Deconsolidation resulted in an 
increase in other receivables of  £10.8 million and other 
payables of  £28.0 million. This meant that the underlying 
decrease in the net investment in working capital amounted to 
£3.4 million. The NHS reforms transferred the responsibility for 
settlement of  NHS balances from local trusts to Clinical 
Commissioning Groups (CCG). This has resulted in a marginal 
increase in collection timeframes, but the business has 
succeeded in implementing the necessary systems to deal with 
the new administration arrangements and has fostered strong 
relationships with the CCGs. Debtor ageing also continues to 
improve due to the tight control of  working capital. 
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Returning value to shareholders
The Netcare share price performed well over the year as 
illustrated in the graph on page 40, with a closing share price 
of  2 400 cents at 30 September 2013 (2012: 1 790 cents).

The Board of  directors declared a final dividend of  40.5 cents 
per ordinary share, payable to shareholders recorded in the 
Company’s register on 3 February 2014. This represents an 
increase of  19.1% over the final dividend of  34.0 cents per 
ordinary share distributed to shareholders in the prior year.

Total distributions to shareholders in respect of  the 2013 
financial year, including the interim dividend of  27.0 cents per 
share, amounted to 67.5 cents (2012: 56.0 cents) per ordinary 
share, an increase of  20.5%.

Financial targets
During 2013, the SA operations achieved our stated revenue 
growth target of  upper single digit growth, delivering a 
year-on-year increase of  6.2%. Continued focus on efficiencies 
and cost reductions assisted in growing the EBITDA margin 
by 100 basis points to 20.9%. Total capital expenditure of  
R815 million for the year was in line with the guidance provided.

As expected, the UK business trading conditions remained 
challenging. However, sustained growth in NHS caseload offset 
the continued decline in the PMI market. Capital expenditure of  
£39.8 million came within our guidance of  a total spend of  
approximately £40.0 million.

Looking ahead
Financial targets
Demand for private healthcare services in SA is growing and is 
likely to continue as levels of  employment increase. Netcare will 
service this demand through further capital investment, which 
includes two new hospital building projects, the expansion of  
existing facilities and our strategic focus on the Triple Aim 
objectives of  best patient outcome, best patient experience and 
cost effective care. The business will continue to drive 
operational efficiencies. We expect to invest approximately 
R1 200 million in capital expenditure in the SA operations, 
inclusive of  the greenfield projects. 

The UK’s economic recovery remains slow and is largely 
contained to the southern areas at the present time. With 
continued underlying economic fiscal constraints, structural 
uncertainties in the NHS and a suppressed PMI market, we 
expect the next 12 months to remain challenging for BMI OpCo. 
The business will remain focused on its efficiency programmes 
and strategic focus on higher complexity cases. BMI will 
continue to invest in sustaining and expanding its infrastructure, 
and expects to spend approximately £40 million on property, 
plant and equipment and intangible assets in the year ahead. 
The business has multi-year contracts in place with the majority 
of  private medical insurers and there are some early, tentative 
signs of  stabilisation in the PMI market. BMI is well positioned to 
take advantage of  any such recovery.
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CasE study: LEsOtHO PPP

The Lesotho Public PPP originated from the aspirations of  the Government of  Lesotho 
to improve healthcare service delivery to patients across the country. The growing need 
to upgrade and refurbish the property, coupled with the need to replace equipment at 
the 100-year old Queen Elizabeth II (QEII) referral hospital in Maseru presented an 
opportunity to transform health service delivery in this country.

Through a competitive tendering process, Tsepong (a consortium led by Netcare) 
was afforded the privilege of  introducing clinical best practice pathways and make 
meaningful progress in improving access and quality of  healthcare.

Primary care services were improved by renovating two existing filter clinics. A new filter 
clinic and a primary care clinic were also incorporated on the site of  the new Queen 
‘Mamohato Memorial Hospital (QMMH). The filter clinics improve access to primary care 
in a localised setting where an average of  1 050 outpatients are treated on daily basis. 
These clinics have been performing consistently at 20% above the demand forecasts 
(ascertained in the original needs analysis) during the last three-and-a-half  years. The 
growing demand for these services demonstrates the improvement in access to primary 
care services, which in turn supports more efficient usage of  the secondary services 
provided at QMMH.

The QMMH celebrated its second anniversary in 2013. During a twelve-month period, 
21 000 patients were treated at the Accident and Emergency Unit and 99 400 
outpatients in the Outpatient Department. A total of  26 149 inpatients were admitted, 
30% above the original demand forecasts.

In the year under review, Tsepong employed 887 staff  members who benefited from 
training programmes to refresh and update skills in the use of  new technologies and 
patient care pathways. We are seeing the return of  Mosotho clinicians to Lesotho, who 
are now able to practice their professions in their home country in modern, well-
equipped facilities.

The collective aspirations and efforts of  the Government of  Lesotho, Tsepong and staff  
have already shown improvements in core metrics in the year under review, including a 
23% reduction in length of  stay, 131% increase in outpatient visits, 69% increase in 
inpatient admissions, and 19% increase in deliveries.

New services have been introduced, including Intensive Care Units (ICUs) and 
Neonatal ICUs. Imaging equipment was also introduced, comprising Magnetic 
Resonance Imaging (MRI), Computerised Tomography (CT) and Bone Densitometry. 
Surgery now includes laparoscopic procedures.

Lesotho Public Private Partnership

The achievements being delivered by this pioneering project  
clearly demonstrate the benefits that can be achieved 
through Public Private Partnerships (PPPs).
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Through Tsepong’s collaboration arrangement, Dr Ashim Chowdhury 
performed the first neurosurgical procedures in June 2013, which were 
previously impossible to treat in Lesotho. Dr Chowdhury received training at 
Netcare Universitas Academic Hospital in Bloemfontein.
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CasE study: LEsOtHO PPP

In February 2013, the World Bank commissioned Boston University in the United States to conduct an independent 
study on the Lesotho PPP’s outcomes, compared against the older public hospital it replaced. The study showed 
remarkable improvements in outcomes, including a 41% reduction in the death rate, a 21% reduction in maternal 
mortality and a 65% reduction in the paediatric pneumonia death rate.

This was achieved even with hospital admissions increasing by 51% and outpatient visits increasing by 126%, 
demonstrating the demand for services over the period January to December 2012.

Comparison of overall statistics1

QMMH QEII Difference

Hospital beds 390 409 (5%)

Filter clinic beds 24 8 200%

Total beds 414 417 (1%)

Inpatient admissions (hospital) 23 341 15 465 51%

Inpatient days (hospital) 116 648 91 808 27%

Outpatient visits (including filter clinics) 374 669 165 584 126%

Deliveries (including filter clinics) 7 431 5 116 45%

Average length of  stay (hospital) 5.00 5.94 (16%)

Hospital occupancy 82.0% 61.0% 34%

Death rate (including filter clinics) 7.1% 12.0% (41%)

Maternity death rate (including filter clinics) 0.21% 0.24% (13%)

Paediatric pneumonia death rate (hospital) 11.9% 34.4% (65%)

Still birth rate (hospital) 3.1% 4.0% (23%)

Survival of  very low birth weight infants (<=1 500 grams) 69.8% N/A N/A

C-section rate (including filter clinics) 26.8% 7.2% 272%

Patient satisfaction rate (including filter clinics) 86.0% 70.7% 22%

The Lesotho PPP is a compelling example of  what can be achieved within the constraints of  a public sector budget, 
and is garnering recognition as an innovative delivery model for quality healthcare in a developing country with  
a high burden of  disease. Netcare believes that similar outcomes can be achieved by applying this model in  
South Africa and beyond its borders to improve access and the quality of  healthcare available to local communities.

1  Source: Endline Study for Queen ‘Mamohato Hospital Public Private Partnership (PPP) September 2013, Center for Global Health 
and Development, Boston University, Department of  Family Medicine, Boston University and Lesotho Boston Health Alliance, Maseru.
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Operations

Highlights

R1 410 million capital expenditure

Triple Aim embedded in SA

PeopleSoft IT system and 
training rolled out in UK
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Overview

South Africa 
Financial summary
Rm 2013 2012 % change

Revenue 15 517 14 607 6.2 

Operating profit – reported 2 753 2 468 11.5 

  Operating profit before capital items 2 748 2 461 11.7 

  Capital items 5 7 (28.6)

Operating profit margin1 (%) 17.7 16.8 

Profit for the year 1 925 1 646 17.0 

Adjusted headline earnings per share (cents) 139.7 122.1 14.4 

Net debt 3 164 3 492 (9.4)

Cash generated from operations 2 985 2 485 20.1 

Capital expenditure including intangible assets 815 875 (6.9)

1 Before capital items.
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United Kingdom 
Financial summary
£m 2013 2012 % change

Revenue 851.3 834.0 2.1 

Operating profit – reported 22.0 106.7 (79.4)

 Operating profit before capital items 22.4 106.4 (78.9)

 Capital items (0.4) 0.3 (233.3)

Operating profit margin1 (%) 2.6 12.8 

Profit for the year from continuing operations (4.1) 5.7 (171.9)

EBITDA (before GHG PropCo 2 rentals)1 182.0 176.6 3.1

Net debt 105.3 1 712.9 (93.9)

Capital expenditure including intangible assets 39.8 41.2 (3.4)

1 Before capital items.
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SA: Hospital division review

Our facilities1

1 548  intensive care and high care beds

338 theatres

27 catheterisation and electrophysiology 
laboratories

44 accident and emergency units

37 sexual assault centres

9 breast milk banks
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SA: hospital division review

Working capital management was well controlled with debtors’ 
days increasing slightly to 20.7 days (2012: 19.5 days), 
excluding Compensation for Occupational Injuries and 
Diseases and foreign debtors. Stock levels remained well 
controlled with overall stock holding at 27.4 days 
(2012: 27.7 days). Centralised shared services continued to 
contribute positively to the ability to manage working capital.

Expansion and targeted investment
Netcare continues to evaluate growth opportunities and identify 
areas where we can expand our national footprint. We are 
commencing the construction of  a 109-bed hospital  
in Polokwane, Limpopo, and a 100-bed hospital in Pinehaven, 
Gauteng. Both hospitals are expected to be commissioned  
in 2015. Construction work has started on the 254-bed Netcare 
Christiaan Barnard Memorial Hospital in Cape Town that will be 
relocated from its current premises to a custom-built, state-of-
the-art new facility on the foreshore in 2016.

We also continue to invest in maintaining and upgrading our 
existing infrastructure to meet increased demand and provide 
the best quality facilities for our patients and doctors. We 
monitor occupancy levels on an ongoing basis to determine 
where capital expenditure will have the greatest impact.

New beds and upgrades to facilities during the year included:

   42 new beds at Netcare Montana Hospital, including a 
30-bed surgical intensive care unit (ICU), eight-bed medical 
ICU and four-bed paediatric ICU;

   20 additional neonatal and paediatric intensive care beds 
at various hospitals; and

   Eight new rehabilitation beds at Netcare Rehabilitation 
Hospital.

In addition to expanding our ability to service the escalating 
demand for healthcare, a portion of  our capital investment has 
been allocated to projects focused on reducing the division’s 
carbon footprint.

IR
SDAFS

i Environment report: SA.

Our physician partnerships
During the year we grew our doctor network by 79 doctors 
to 2 893. Of  the new doctors, 66% are from surgical disciplines.

Our ongoing investment in infrastructure and our people 
demonstrates our commitment to provide the best facilities 
and nursing to support our doctors.

We obtain feedback from all doctors in our hospitals through 
an established Physician Advisory Board (PAB). This comprises 
specialists in each discipline who are tasked with ensuring 
adherence to Netcare’s Professional Code of  Conduct 
and upholding the Group’s high standards of  clinical 
governance. PAB meetings are used to provide feedback 
and monitor progress.

SA: Hospital division review

Our strategic focus
Our Hospital division is the Group’s core business, positioned to 
deliver on our strategic objective of  providing the most efficient, 
effective and responsive quality patient care.

Our hospitals comprise a mix of  technologically advanced 
full-service tertiary institutions, centres of  excellence and 
same-day surgical units. Our hospitals have dedicated, 
passionate and committed specialists and employees who make 
a positive difference in the lives of  the people to whom we 
provide care. We continue to establish and maintain strategic 
partnerships with doctors, funders, suppliers and government.

Continued demand and strong 
performance
During the year, the Hospital division added 70 beds to our 
existing facilities. However, Netcare Bronkhorstspruit Hospital 
(with 43 beds) was unfortunately closed at the end of  July 2013 
as a result of  the termination of  a Gauteng Department of  
Health Public Private Partnership contract. 

IR
SDAFS

i A full listing of our hospitals and registered beds compared  
to last year can be found online at www.netcareinvestor.co.za  
under reports.

We converted 56 beds across four hospitals to psychiatric beds, 
increasing the division’s compliment of  psychiatric beds to 217 
to service an increasing need.

The Hospital division grew patient days by 2.7% (2012: 2.8%) 
and the increase in net revenue per patient day was well 
contained at 5.7%. At 73.3% of  total hospital revenue, our 
surgical contribution remained fairly static. Retail pharmacy 
scripts dispensed increased 4.7% to 1.6 million.

To enhance operational efficiency and contain costs without 
compromising quality, we continued to centralise functionality 
and standardise consumables. This contributed to an 
improvement in our EBITDA margin – a function of  targeted 
efficiency programmes and not price inflation. Prices did 
not keep pace with the increase in hospital costs, specifically 
payroll costs given the scarcity of  health professionals, 
and increases in the cost of  utilities.

Generic medication comprised an average of  65% of  
substitutable medicines dispensed in our hospitals, an 
improvement of  1.4% on last year. While this contributes 
to lower healthcare costs, we have limited control as doctors 
choose whether or not to prescribe generics.

The roll-out of  the SAP Healthcare module in the Hospital division 
was successfully completed in August 2013. The module enables 
easier aggregation and harmonisation of  data, and provides 
end-to-end visibility of  our suppliers, business partners and 
customers. As a common business platform used throughout  
the division, this module will further increase efficiency  
and save costs.

1  Includes managed entities comprising private facilities as part of  
Public Private Partnerships (PPPs), but excludes the Lesotho PPP.
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Managing our environmental impact
We continue to make good progress in managing our 
environmental impact in accordance with a formal strategy and 
co-ordinated programme, to eliminate harm and waste in every 
area of  operation and further reduce costs. We focused on 
creating baselines for energy usage to serve as a measure to 
track performance against targets and commenced with 
a project to install custom billing meters to measure, verify 
and report energy usage. We have also implemented a new 
enterprise sustainability platform to report electricity usage 
against a baseline and track performance against targets. 
This will enable a clear audit trail on results and achievements.

A project to replace all downlighters with LED energy saving 
lamps was completed during the year. This project was 
subsidised by Eskom and is already delivering energy savings.

IR
SDAFS

i Environment report: SA.

Looking ahead
Our priorities for the year ahead include:

  Based on demand and high occupancy rates, we have 
identified the following hospitals for expansion or 
refurbishment in the coming year, and have obtained licenses 
from the relevant Departments of  Health as necessary:

 –  Netcare St Anne’s Hospital: expansion programme 
to add 23 new beds;

 –  Netcare Parklands Hospital: expansion programme 
to add 26 new beds;

 –  Netcare Olivedale Hospital: expansion programme 
to add 30 new beds;

 –  Netcare Union Hospital: expansion programme to add 
13 new beds; and

 –  Various refurbishments at Netcare Akasia, Netcare 
Bougainville, Netcare Jakaranda, Netcare Unitas and 
Netcare N17 hospitals.

   Continue building the two new hospitals in Polokwane 
and Pinehaven, with completion expected in 2015;

   Commissioning of  an additional 72 beds at Netcare 
Waterfall City Hospital in 2015;

   The following projects are expected to be completed in 
the 2015 financial year:

 –   Netcare Milpark Hospital: building of  a 600-bay parking 
deck; and

 –   Netcare Ferncrest Hospital: establishing a new 
catheterisation laboratory with a cardiology unit.

   Focus on further standardisation of  medical consumables 
as we drive the need to provide quality, affordable 
healthcare with specific focus on antibiotic stewardship and 
monitoring infections.

Delivering best patient care
Netcare has over the past year embedded and strengthened the 
concept of  the strategic Triple Aim as the foundational principle 
and philosophy for quality leadership improvement.

A comprehensive quality review and audit process covering 
both external and internal quality standards was completed in 
the Hospital division. The results were verified by independent 
subject matter experts not linked to the individual units. 
The outcomes of  the quality assurance assessments have 
shown positive results. Consistently high quality across the 
Netcare brand and a substantive closing of  the gap between 
the highest and lowest scoring facilities were achieved.

The implementation of  an IT system to provide automated 
laboratory results and antimicrobial usage in Netcare hospitals 
commenced in August 2013. The system is designed to 
integrate microbiology and laboratory results from the key 
laboratories with the Netcare SAP patient master file and 
pharmacy antimicrobial dispensing data. This system is critical 
to effectively manage the risk of  multidrug-resistant organisms 
and to support the actions required to strengthen infection 
prevention and antibiotic stewardship.

During the year, we changed our patient feedback system at 
our hospitals from a paper-based, resource-intensive system to 
a multimodal technology solution that facilitates rapid feedback 
and more immediate interaction with patients.

Customer feedback is key to our ongoing efforts to improve 
service and enhance our patients’ hospital experience. 
The move to a multimodal solution is one of  the ways we 
are combining traditional nursing values with high-touch, 
high-tech equipment to help improve their interactions 
with patients.

IR
SDAFS

i Quality and clinical governance: SA.

Investing in our people and the 
community
Netcare Education continues to play a valuable and socially 
relevant role in the education and training of  nurses. Between 
2012 and early 2013, 1 322 nursing graduates qualified at 
Netcare’s five campuses.

IR
SDAFS

i Our people: SA.

During the year, the Hospital division sponsored 13 (2012: 9) 
registrar and fellow posts, in partnership with the Universities of  
Pretoria, Cape Town and Stellenbosch, at public institutions for 
medical graduates who are specialising in various disciplines. 
Netcare Sunninghill, Netcare Unitas and Netcare Pretoria East 
hospitals are recognised as satellite academic campuses of  the 
University of Pretoria’s Medical School.

Emergency care and stabilisation was provided at accident and 
emergency units at Netcare hospitals to 170 patients with life- 
threatening conditions, who were unable to pay for these services.

IR
SDAFS

i Corporate social investment: SA.

SA: Hospital division review continued
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SA: Hospital division review continued

Centres of excellence
Netcare invests in centres of  excellence that provide patients with access to advanced medical technology and clinical 
services. These include:

   Paediatric cardiothoracic surgery at Netcare Sunninghill and Netcare Christiaan Barnard Memorial hospitals;

   Only accredited1 level 1 and 2 trauma units at Netcare Union, Netcare Milpark and Netcare Sunninghill hospitals;

   Only private Burns Unit in SA at Netcare Milpark Hospital;

   Largest cleft lip and palate repair and surgical reconstruction programme in the private sector;

   Only intra-operative CT and MRI spinal and neuro surgery at Netcare N1 City and Netcare Milpark hospitals;

   Only advanced cranio facial abnormality repair and reconstruction programme in SA;

   Specialised Paediatric Head Trauma and Drowning Unit at Netcare Garden City Hospital;

    Largest accredited2 dedicated private haematology and bone marrow transplant facility at 
Netcare Pretoria East Hospital;

   Only internationally accredited3 bariatric unit at Netcare Waterfall City Hospital; and

   Only Gait laboratory unit in the country at Netcare Rehabilitation Hospital.

1 Trauma Society of  SA.
2 JACIE: Joint Accreditation Committee, International Society for Cellular Therapy and European Group for Blood and Marrow Transplantation.
3 European International Federation for the Surgery of  Obesity and Metabolic Disorders.
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SA: Emergency services review

Our strategic focus
As a leading private emergency medical services (EMS) 
provider in Africa, Netcare 911 offers efficient turnkey solutions 
to patients in emergency situations and pre-hospital care. Our 
core competence is world-class emergency medical assistance, 
evacuation by road or air transportation, telephonic medical 
advisory services and a range of  innovative products coupled 
with extensive management expertise.

We aim to provide the most efficient and effective response to 
emergency calls while providing the most appropriate quality 
care to patients.

We are also working closely with our strategic partners to 
ensure that our clients receive consistent quality care at every 
touch point in our offering.

Enhancing service delivery
Technology is playing an increasingly important role in 
emergency medicine, especially considering that time to 
respond remains a critical factor in improving outcomes.

We implemented our “Saving Time Saves Lives” project in 
Netcare 911’s Emergency Operations Centre during the year. 
It focused on the entire value chain, from taking calls, resource 
management and dispatch through to road operations and a 
focus on patients. 

Netcare 911 continues to invest in and leverage technology 
solutions that help us improve operational systems, reduce 
response times and improve outcomes. During the year we 
introduced the Portable Navigation Device (PND), which 
identifies the physical location of  a logged emergency call and 
assigns the closest Netcare 911 emergency vehicle. The 
vehicle’s PND then automatically uses the location information 
to plot the quickest route to the scene, also taking into account 
traffic volumes.

We have upgraded our vehicle tracking software, resulting 
in enhanced fleet management and resource allocation. The 
system is helping us to reduce response times, while ensuring 
that the right vehicles are dispatched to specific incidents.

We initiated Push-to-Talk (PTT) in February 2013, a 
communication tool that allows our clinical and operational staff  
to connect quickly and directly across our national footprint at 
the touch of  a button. Besides improving day-to-day operational 
communication, PTT will enable better co-ordination in disaster 
management at regional or national level.

In partnership with Netcare Union and Netcare Sunward Park 
hospitals, Netcare 911 is conducting a trial where our 
emergency units make use of  electrocardiogram (ECG) 
technology in acute myocardial infarction cases. Using 
advanced telemetry, Netcare 911 paramedics send the ECG 
data to a cardiologist or emergency doctor at the hospital who 
can decide on an appropriate treatment approach and prepare 
accordingly before the patient arrives.

We launched the Netcare Assist App this year. It is available for 
download on iOS and Android operating systems, and provides 
access to a range of  services, including:

  Quick dial functionality to the Netcare 911 emergency 
call centre;

  Locating a specialist, general practitioner or dentist;

  Calculating the distance and route to the nearest Netcare 
hospital, Medicross family medical and dental centre or 
Netcare pharmacy;

  Providing quick and easy access to basic first aid tips; and

  Enabling users to email a friend or family member in 
an emergency.

Netcare 911 is also in the process of  developing an integrated 
Safety, Health, Environmental and Quality (SHEQ) internal review 
tool, and is the first EMS provider in South Africa to do so. The 
SHEQ audit tool will help to identify areas for improvement and 
to track these. It will support the development of  a systematic, 
independent and documented process to obtain and evaluate 
evidence for SHEQ performance throughout Netcare 911’s 
business units. This tool will be rolled out across our South 
African operations early in 2014.

Drive operational excellence
Although Netcare 911 performance was impacted  
by a reduction in lives under management, the number  
of  calls dispatched remained unchanged. During the year,  
the business made operational and structural changes  
to support growth  in road operations. For example, all our 
ambulances were reconfigured and systems were added  
to improve fleet management.

Our rotary wing emergency medical service recorded an 
increase in the number of  missions flown in the Gauteng region. 
A decision was taken in the year to close the coastal operations 
as a result of  low demand. 

The fixed wing operations reported an increase in missions 
flown compared to the prior year, particularly in short-distance 
transfers. Our new Hawker 800 jet, Angels over Africa, has now 
been in operation for a year, with missions executed as far afield 
as Houston, USA. This has favourably impacted pricing, while 
maintaining quality care for patients prior to admission to 
a hospital.

Our industrial operations have shown significant growth with 
the addition of  new sites as well as expanding services in 
existing sites. Netcare 911 provides services to 31 industrial sites.

In Mozambique, our client base and the number of  remote sites 
has grown significantly in the year under review. Strategic 
relationships have been formed with key players, opening up 
new opportunities for Netcare 911.

The motorcycle response unit pilot launched in early 2012 was 
discontinued during the year. 

 Netcare Limited n Annual integrated report 2013



53operations
SA: emergency services review

Investing in our people and the 
community
We embarked on an internal culture development programme 
called Pride, Protocol and Care, and are pleased to report that 
employees have embraced these pillars in their work.

Netcare continues to operate the largest private EMS training 
centre in Africa, which is accredited by the Health Professions 
Council of  SA. During the year, this centre was moved into the 
Netcare Education division to ensure a coordinated approach 
across our education initiatives.

Netcare 911 places the sanctity of  human life above all else and 
provides pre-hospital emergency medical assistance to victims 
of  accidents and incidents irrespective of  their ability to pay. 
During the current year, Netcare 911 personnel attended to 
5 195 indigent patients. 

IR
SDAFS

i Corporate social investment report: SA.

Looking ahead
Our priorities for the year ahead include:

  Roll out SHEQ review tool;

  Focus on consolidating the South African operations and 
improving administrative processes through more integrated 
IT systems;

  Growing industrial operations by securing additional sites, 
particularly mines in South Africa and Mozambique; and

  Continue rolling out the Pride, Protocol and Care 
employee programme.

SA: Emergency services review

Key figures

439  paramedics trained

5 195  indigent patients treated
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SA: Primary Care review

Key figures

3  new Medicross centres opened

104 099 lives under  
HIV disease management
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SA: primary care review

Our strategic focus
Netcare’s Primary Care division is a leading provider of  practice 
management, administration, support services, medical and 
dental infrastructure and facilities management to private 
independent group medical and dental practices.

We provide a well-established system of  managed care for 
various funders across a range of  options through our network 
of  about 8 000 contracted providers. These options include 
specialised managed care for dental care, HIV disease 
management, hospital utilisation, chronic disease management, 
drug utilisation and provider network management.

Primary healthcare providers are essential partners in providing 
effective and cost efficient healthcare delivery in the drive 
towards universal coverage. The Primary Care division continues 
to improve the breadth of  our footprint and scale of services to 
align our operating model for private sector participation in 
primary care service delivery in collaboration with public 
sector services.

Continued growth and expansion
During the year, Medicross family medical and dental healthcare 
centres and Prime Cure clinics recorded 3.2 million patient 
consultations for both insured and uninsured self-pay patients. 
Selected Medicross centres in the Western Cape introduced 
preventative child health immunisation programmes and 
reproductive health family planning services to uninsured 
patients. This intervention was done in collaboration with the 
Western Cape Department of  Health.

More than two million scripts were dispensed by our team 
of pharmacists. The retail pharmacy network continues to be 
a preferred provider to the majority of  large medical schemes 
for both acute and chronic medication.

We provided occupational health and wellness programmes 
and travel medicine services to 26 employer groups at on-site 
occupational health clinics and Medicross centres, through our 
network of  occupational medical practitioners and contracted 
independent practitioners.

Medicross expanded its footprint by commissioning three new 
primary healthcare centres at Rangeview in the West Rand of  
Gauteng, at Carlswald in Midrand and Khayelitsha in Cape 
Town. We introduced private radiology and pathology services 
at these new centres, which were not previously available to the 
respective communities.

Investment in our 12 day theatres has been supported by the 
continued demand for day theatre facilities, which saw a 13.1% 
increase in the number of  day cases. This increase is consistent 
with international trends where funders promote the appropriate 
management of  minor surgical cases and certain diagnostic 
procedures at an appropriate facility and cost.

In Prime Cure, we provided effective management for 1.9 million 
lives under managed care contracts. This division succeeded in 
gaining accreditation for its administration company, PrimeMED, 
which started operating in 2013 with 39 000 lives under 
administration.

Delivering quality care
Our quality leadership initiatives focused on patient-centred 
care. We used the baseline audit of  the National Core 
Standards, which was voluntarily undertaken in 2012, as the 
basis for quality improvement initiatives.

An integrated quality nursing audit tool was introduced in 2013 
as a monitoring mechanism to promote compliance with the 
various standards, including patient safety and care. 

We facilitated a continuous medical education programme 
on respiratory diseases for the Medicross family medical 
practitioners and participated in the outcomes-based 
continuous professional development programme – 
“The Practice is your curriculum and the Outcome is your test!” 
This is an innovative programme carried out in collaboration with 
the Family Medicine, Faculty of  Health Sciences of  the 
University of Pretoria and other practitioners’ associations.

Looking ahead
Our priorities for the year ahead include:

  Focus on expanding access to comprehensive primary 
healthcare across the full spectrum, from preventative care 
to acute, chronic treatment and rehabilitative support. This 
will provide access to affordable quality primary healthcare 
services from facilities that comply with National Core 
Standards in support of  the national health policy agenda;

  Strengthen the infrastructure platform of  clinics, day 
theatres, retail pharmacies, travel medicine and occupational 
health clinics to expand the network of  private primary 
care facilities; 

  Continue to support medical education programmes that 
are undertaken by practitioners in compliance with the 
professional regulatory requirements, to drive improved 
health outcomes;

  Introduce medical infrastructure and technology to improve 
management of  respiratory conditions at the primary care 
level. Managed care interventions in specialised areas such 
as dentistry and HIV disease management will be the focus 
in this area of  the business; and

  Strengthen stakeholder engagement with our key clients, 
the family medical practitioners and dentists, employer 
groups and medical schemes, by ensuring that our value 
proposition is competitive and innovative in leading 
integrated healthcare delivery.

SA: Primary Care review
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SA: National Renal Care review

Our strategic focus
National Renal Care is committed to optimising healthcare and 
improving quality of  life for patients with compromised renal 
function. We drive this by providing access to affordable, quality 
and integrated care.

Our strategy to remain at the forefront of  renal support therapies 
is underpinned by the pillars of  operational excellence, a 
sustainable workforce and optimising our leadership position. 
This is enhanced by establishing and maintaining long-term 
strategic partnerships with the public healthcare sector, hospital 
groups, medical professionals and suppliers.

We continue to build relationships with the public healthcare 
sector and increase capacity to be able to provide treatment to 
public sector patients.

Continued growth
We increased the number of  dialysis stations by 61 to 619 and 
improved staffing ratios in our existing units, supporting 
our strategic pillars of  growth and efficiency.

Chronic patient numbers increased by 11.3%, supporting 
an increase in chronic haemodialysis sessions by 13.3%. 
We also achieved growth in peritoneal dialysis (PD) sessions 
this year.

Although our total chronic patient numbers have increased, 
our ratio of  PD patients to the total chronic patient population 
being treated has declined over the last few years. This 
indicates that PD, a home-based treatment, is not growing as 
quickly as in-centre chronic patients. We are increasing focus on 
educating patients through our Healthy Start programmes, an 
advanced kidney disease management programme, to assist 
patients to make informed decisions about the treatment options 
available to them.

Acute haemodialysis sessions increased by 9.7%, reflecting 
our drive to expand our product range into areas of  need.

Enhancing patient outcomes
Six clinical quality indicators are in place to measure patient 
safety and clinical outcomes for renal patients. These indicators 
have been meticulously measured and are shared across our 
units, and reported to doctors and the Netcare Quality 
Leadership Committee.

During the year, we developed and implemented clinical 
pathways – focused practice guidelines established using 
evidence-based medicine on outcome management – to further 
improve our patient outcomes. These pathways are constantly 
reviewed to identify areas for improvement.

In addition, improvements in patient outcomes are supported 
by the efforts of  a multi-disciplinary team of  nephrologists, 
renal practitioners, dieticians, social workers and psychologists, 
who focus on delivering the best possible care.

National Renal Care’s Healthy Start programme and a 90-day 
programme for patients within their first three months of  
treatment are collaborative initiatives between the referring 

doctor and renal staff. They continue to enhance the clinical 
outcomes of  our patients.

In 2013, we completed the voluntary implementation of  the 
National Core Standards.

Working with the plan-do-study-act improvement methodology, 
we aim to continuously improve clinical results and the care 
experienced by all our patients. Our patient satisfaction score 
remained constant at 83% (2012: 83%), with feedback from our 
patients more than doubling over the past year. We now have a 
more comprehensive view of  service delivery and are able to 
directly manage improvement initiatives accordingly.

We conducted two national and five regional forums focusing 
on quality leadership, all contributing to our improved clinical 
outcomes and patient satisfaction.

During the year, we reduced the number of  missed dialysis 
sessions caused by municipal water-supply problems. Each 
dialysis session uses between 300 and 400 litres of  water, with 
up to 50% traditionally discarded. We have optimised the use 
of water resources through water conservation and  
sustainability initiatives.

Maintaining key partnerships
National Renal Care continues to cultivate and sustain important 
relationships.

We are a founding member of  the Dialysis Service Providers of  
South Africa, an association formed to promote the interests of  
the private dialysis industry in SA. We have also maintained our 
14 Public Private Partnerships with public healthcare institutions, 
supporting greater access to care for all South Africans.

Our nephrologist partners have formed the South African Renal 
Consortium to coordinate and promote the interests of  
nephrology in the private healthcare sector. Nephrologists have 
also moved away from working with one renal care service 
provider to work with all providers. Our established footprint of  
dialysis units, designated service provider agreements with 
funders and brand reputation will maintain our position as the 
provider of  choice.

Forming collaborative partnerships with our doctors and 
benefiting from their expertise is an important enabler of  
continuously improving service levels. Our doctor satisfaction 
score improved to 90% (2012: 88%).

Continued focus on training and 
transformation
Twelve of  our units are accredited by the Health Professions 
Council of  South Africa for training clinical technology students 
and we have six South African Nursing Council accredited 
training units for nephrology nursing students. We are still 
awaiting the outcome of  an application for accreditation by the 
University of  the Witwatersrand.

Training sessions at National Renal Care’s four training 
academies increased by 79.5% in line with our focus on 
operational excellence and optimising our leadership position. 
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In addition to the training sessions, 66 training interventions 
were completed.

Further progress has been made in employment equity, 
reflected in an increase in the employment of  African, Coloured 
and Indian (ACI) males and females by 25.0% and 27.1% 
respectively. In line with our employment equity pipeline strategy, 
our ACI management profile increased to 63.5% (2012: 62.8%). 
We increased representation of  employees with disabilities to 
2.5% (2012: 1.7%).

Our contribution to our community
Ensuring we achieve and sustain positive social development 
remains a priority. In 2013, we undertook 22 projects to make a 
sustainable difference to local communities, including 
performing 1 202 discounted dialysis sessions and providing 
transport assistance to 35 patients.

Looking ahead
Our priorities for the year ahead include:

  Continue to drive strategies to enhance operational 
efficiencies through a more integrated IT system, process 
automation and database sharing;

  Enhance our service offerings in renal support therapies;

  Complete the reverse osmosis system upgrades to ensure 
consistency in the quality of  water used during dialysis;

  Complete a pilot of  our new patient care system that will help 
us deliver better and more efficient patient care through 
real-time dialysis session data collation; and

  Enhance the Healthy Start programme as a product to 
benefit our patients and the healthcare system at large, 
across the public and private sectors.

SA: National Renal Care review

Key figures

61 dialysis 
stations added

12.8% increase in 
dialysis sessions
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uk: Hospital division review

Our facilities

2 889 registered beds

185 theatres

8  catheterisation and electrophysiology laboratories

5 accident and emergency units

IFSO1 accredited Bariatric Centre

1 International Federation for the Surgery of  Obesity.
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uk: Hospital division review

Our strategic focus
Our primary goal is to provide the best care for our patients in 
the most convenient locations and with the highest quality 
outcomes. This is reflected in our new BMI Healthcare brand: 
“Serious about health, passionate about care”.

The environment in which we operate
For the first time in four years, the number of  private insured lives 
is returning to growth, albeit slowly. Private Medical Insurance 
(PMI) membership growth has been offset by cover restrictions 
and tighter insurer claims management initiatives, reducing 
hospital caseload volumes. The recent upturn in insured lives 
and lower policy lapse rates indicates future growth for private 
hospital demand. National Health Services (NHS) spend on 
privately delivered healthcare continues to increase. 

IR
SDAFS

i Health policy and regulation: UK.

The United Kingdom (UK) Competition Commission released 
the provisional findings of  its investigation into privately funded 
healthcare in the UK in August 2013. The Competition 
Commission has provisionally concluded that certain features 
lead to an adverse effect on competition.

Netcare and BMI Healthcare fundamentally disagree with the 
approach taken by the UK Competition Commission. We have 
numerous objections and, together with our advisors, are 
engaging actively with the Competition Commission to ensure 
that our objections are understood and the errors are corrected. 
We have successfully challenged certain information-related 
restrictions that the Competition Commission imposed on 
BMI Healthcare, which limited our ability to respond to the 
provisional findings. In a unanimous decision, the Competition 
Appeal Tribunal stated that the Competition Commission 
had acted “in breach of  the rules of  natural justice in 
comprehensively failing to give [BMI Healthcare] a fair 
opportunity to correct or contradict the Commission’s 
Provisional Findings or to make worthwhile representations”.

We are working hard to ensure that the realities of  the 
marketplace are understood and that BMI Healthcare’s ability 
to provide excellent care for patients is not undermined. 
We submitted detailed responses to the Competition 
Commission’s preliminary findings and preliminary remedies 
on 11 November 2013. The final findings are expected to be 
released by April 2014.

Business structure
The UK results are structurally different due to the 
deconsolidation of  the General Healthcare Group (GHG) 
Property Businesses (hereafter referred to as “the 
Deconsolidation”), which took effect on 16 November 2012. 
The GHG Property Businesses comprise 35 UK hospital 
properties initially acquired in 2006 (GHG PropCo 1) and six 
hospital properties acquired in 2008 (GHG PropCo 2). The rent 
paid by the UK operating business (BMI OpCo) to the GHG 
Property Businesses is no longer eliminated on consolidation, 
and is therefore included as a charge to the income statement.

Netcare continues to exercise significant influence over the 
GHG Property Businesses post the Deconsolidation. The GHG 
Property Businesses are therefore reflected as investments in 
associates and are equity accounted. 

IR
SDAFS

i Further details on the Deconsolidation can be found in the 
Chief Financial Officer’s review on page 33.

Business performance
BMI OpCo 
BMI OpCo delivered an improved performance in 2013. This 
was despite continued softness in the UK economy, tightening 
of  PMI benefits and hospital pre-authorisations, ongoing 
uncertainty from the implementation of  NHS reforms, and an 
increasing level of  regulatory focus on the wider private 
healthcare sector.

Caseload decreased 1.9% compared to the prior year, driven 
by the continued decline in PMI volumes. This was largely offset 

Key figures

Caseload mix (%)

  Private Medical Insurance 56.5 

  National Health Service  32.2

  Self-pay     11.3
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uk: Hospital division review continued

by sustained growth in NHS caseload, primarily in NHS Choose 
& Book cases. The rate of  decline in the PMI market slowed in 
the second half  of  the year, although it is too early to suggest 
a turn in the market. While self-pay volumes showed positive 
growth during the first half  of  2012, they returned to a declining 
trend in the second half  of  2012, which was maintained 
throughout 2013. Self-pay volumes are heavily influenced by the 
disposable income of  consumers, as well as waiting times and 
ongoing financial constraints in the NHS.

Revenue from continuing operations grew by 2.1% to 
£851.3 million (2012: £834.0 million). EBITDA before the GHG 
Property Businesses rentals grew by 3.1% to £182.0 million 
(2012: £176.6 million). The EBITDA margin before GHG Property 
Businesses rentals improved to 21.4% (2012: 21.2%) driven by 
higher acuity case-mix and the impact of  efficiency gains and 
cost saving initiatives. This margin enhancement is particularly 
pleasing given the increased exposure to NHS cases and the 
continuing deflationary NHS tariff  environment. EBITDA 
increased by 7.0% to £45.7 million (2012: £42.7 million).

BMI OpCo incurred significant non-recurring costs for 
professional and related support services required to respond 
to the ongoing Competition Commission review. In addition, 
other non-recurring costs incurred in the year related mainly 
to debt refinancing matters.

GHG Property Businesses
Attributable earnings of  associates from the GHG Property 
Businesses following the Deconsolidation amounted to 
£1.7 million, offset by a loss after tax of  £1.3 million for 
the period prior to Deconsolidation.

UK group 
To enable meaningful comparison, this commentary refers to 
normalised results that exclude the impact of  the non-cash 
accounting adjustments in the prior year resulting from changes 
in the underlying accounting assumptions related to GHG 
PropCo 1 as well as the profit on deconsolidation of  the GHG 
Property Businesses.

IR
SDAFS

i Further details on these adjustments can be found in the  
Chief Financial Officer’s review on page 33.

EBITDA prior to recognising the GHG Property Businesses 
rentals rose 4.5% to £184.0 million (2012: £176.1 million). 
However, after recognising these property rentals, EBITDA was 
£65.4 million. Depreciation of  £43.0 million (2012: £69.7 million) 
benefited from the Deconsolidation.

Net financial expenses from continuing operations of  
£36.0 million decreased significantly compared to the prior 
period (normalised 2012: £129.2 million), mainly due to the 
Deconsolidation. Included in net financial expenses is a 
non-recurring charge of  £6.6 million relating to certain items 
attributable to the GHG Property Businesses during the 
one-and-a-half  months they were consolidated in Netcare’s 
2013 results. These consist of  the:

  Non-cash fair value movements in the carrying value of  the 
interest rate swaps; and

  Amortisation of the related cash flow hedge accounting reserve.

In August 2013, BMI OpCo completed a refinancing of  its debt 
facilities through an Amend & Extend (A&E) arrangement. This 
included the early repayment of  certain debt facilities and an 
extension of  the repayment terms of  the remaining debt. At the 
conclusion of  the A&E, BMI OpCo paid £7.7 million to settle the 
out-of-the-money interest rate swap. This was replaced with a 
swap at a fixed rate of  0.63% compared to the previous swap 
rate of  5.05%. The cancellation of  the swap resulted in a charge 
to the income statement of  £8.4 million, which included the 
reclassification of  £7.0 million previously recognised in the cash 
flow hedge accounting reserve. The net interest expense 
benefited from the recognition of  £3.7 million of  net interest 
income on the defined benefit pension scheme as well as lower 
interest following the reduction in gross debt during the year.

Tax included a credit of  £7.9 million relating to a change in the 
deferred tax treatment of  subsequent additions to non-qualifying 
assets initially acquired through business combinations, and a 
deferred tax credit of  £1.3 million (2012: £27.2 million) arising 
from a further 2% reduction in the statutory tax rate to 20%.

The reported loss after tax of  £4.1 million (2012: £5.7 million 
profit) comprises a loss of  £4.5 million in BMI OpCo, offset by 
a net profit of  £0.4 million contributed by the GHG Property 
Businesses. However, excluding the A&E swap settlement costs 
and debt restructuring professional fees, BMI OpCo bottom line 
result was a profit of  £4.1 million.

Net debt of  £105.3 million at 30 September 2013 was 
significantly lower than the £1 712.9 million at 30 September 
2012. This was due to the Deconsolidation and the successful 
completion of  an early refinancing of  BMI OpCo’s debt facilities 
through the A&E transaction. The A&E allowed BMI OpCo to 
take advantage of  favourable capital markets and the high levels 
of  cash holdings on its statement of  financial position to 
strengthen its capital structure. This has reduced BMI OpCo’s 
gearing and cash debt service costs while providing support 
for the company’s longer-term growth strategy.

The A&E resulted in the early repayment of  £44.8 million of  
debt due to mature in October 2013 and the prepayment of  
£14.5 million of  facilities previously falling due in October 2014 
and 2015. In addition, the remaining debt repayment profile 
was amended such that, of  the amount due for repayment in 
October 2014 and 2015, 30% was extended by 30 months and 
40% extended by 36 months. Following the A&E transaction, 
BMI OpCo’s gross debt amounted to £156.4 million at 
30 September 2013, down from the £236.1 million in the prior 
year. The BMI OpCo debt in which Netcare holds an economic 
interest was extended to October 2018. The interest on this debt 
(commonly referred to as PIK) will accrue and will be settled in 
cash at maturity.

IR
SDAFS

i Further details on the A&E and the UK debt are provided in the 
Chief Financial Officer’s review on page 34.

Working capital continued to be tightly controlled and the 
improvements over the prior year were sustained during the 
period in review.

Closing cash balances are solid at £51.1 million compared to 
£147.9 million at 30 September 2012. The reduction is 
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uk: Hospital division review continued

Caring for our patients
The importance of  robust quality and risk assurance systems 
was demonstrated in 2013. A highly critical Care Quality 
Commission (CQC) report on BMI Healthcare’s Mount Alvernia 
Hospital was published in May, highlighting a number of  serious 
and unacceptable failings at the hospital in Guildford, Surrey. 
With a strengthened team, supported by a hospital staff  and 
national clinical experts, Mount Alvernia has made significant 
improvements and is again providing the quality services for 
which BMI Healthcare is known. Mount Alvernia has since been 
recognised again by the CQC for meeting the required  
national standards. 

Feedback from our patients is important to us in the continued 
drive for the highest standards. During the year, feedback 
indicated that 98.6% of  our patients would recommend 
BMI Healthcare hospitals to friends and family, and 97.2% 
rate the quality of  care provided as good or better.

Relationships with doctors
Building good relationships with consultants and local General 
Practitioners (GPs) is critical to BMI Healthcare. Our dialogue 
with them has continued during the year with presentations, 
clinical conferences and engagement forums around the 
country. These platforms help us share information with these 
important stakeholders and provides an opportunity for them to 
provide feedback to management. We also provide them with 
the digital Consultant Connect magazine to keep them updated 
on developments at BMI Healthcare.

We are working with consultants to implement IT solutions that 
interface with our patient booking systems to provide a 
streamlined appointments booking process for both patients 
and consultants.

Investing in our people
BMI Healthcare continued to focus on staff  engagement and 
development in the year, with an increase in the number of  line 
management briefings, regular briefings and communications by 
the Chief  Executive Officer. We also extended the package of  
non-financial benefits provided, and recognised the dedication 
and contribution of  our staff  through our new staff  recognition 
and reward programme – Above & Beyond.

Our people: UK.IR
SDAFS

i

Looking ahead
The recovery in the UK economy remains slow and largely 
contained to the southern areas. Coupled with continued 
underlying fiscal constraints, structural uncertainties in the NHS 
and a suppressed PMI market, we expect next year to remain 
challenging. Notwithstanding the provisional findings of  the 
Competition Commission, BMI Healthcare has multi-year 
contracts in place with the majority of  the PMIs and there are 
tentative signs of  stabilisation in some parts of  that market. We 
remain optimistic about the medium- and longer-term prospects 
of  the UK business. Until the publication of  the final Competition 
Commission report, no assurance can be given as to its effect 
on private healthcare in the UK.

predominantly due to debt repayments and the payment to reset 
the interest rate swap.

Investment in infrastructure and facilities
BMI Healthcare continued to invest in its infrastructure 
and facilities, with capital expenditure of  £39.8 million 
(2012: £41.2 million) relating mainly to projects initiated in the 
year to enhance the quality of  the existing hospital portfolio 
and provide advanced diagnostic and other medical 
equipment, including:

  Developing a new oncology and radiology centre at BMI 
Mount Alvernia, Guildford – a joint project with Cancer 
Partners UK. This plays an important role in providing a 
comprehensive Cancer Care Pathway at the hospital;

  Installing a new MRI scanner at BMI The Park Hospital, 
Nottingham;

  Commencing development of  a new Critical Care Unit at 
BMI Blackheath Hospital, South London – to be completed 
in the 2014 financial year;

  Upgrading endoscopy equipment in eight additional 
sites across the portfolio to ensure both equipment and 
environment gain Joint Advisory Group (JAG) accreditation, 
and are therefore fully compliant with the latest leading 
practice;

  Investing in a Nuclear Medicine Department at BMI 
The Alexandra Hospital, Cheadle. This includes a 
state-of-the-art SPEC/CT scanner that reduces patients’ 
exposure to radiation while delivering more accurate 
diagnosis and treatment;

  Installing a new CT scanner at BMI Thornbury Hospital, 
Sheffield, as part of  a project to upgrade the entire 
imaging suite at the site;

  Providing new full field digital mammography equipment 
at five hospitals across the country, allowing for enhanced 
diagnostic capabilities and improved detection rates;

  Refurbishing wards at BMI The Priory Hospital in 
Birmingham;

  Reconfiguring the Outpatient Centre at the London 
Independent Hospital; and

  Developing and rolling out improved appointment booking 
systems to increase access to consultants for patients.

Information Technology systems
The PeopleSoft IT system was completed during the year. 
It was rolled out at 50 hospitals with training provided to 
5 500 staff. The system was developed in-house and provides 
an integrated solution covering patient administration, 
charging and billing, pharmacy dispensing, stock control, 
ward and theatre management, procurement and financial 
reporting. The roll-out has progressed smoothly, on budget 
and with minimal disruption. It is expected to be substantially 
complete across our network by the end of  the 2013 
calendar year.

 Netcare Limited n Annual integrated report 2013



62

CASE Study

With one in four South Africans unemployed, people with 
disabilities often stand even less of  a chance of  finding 
a job. Netcare has taken the initiative through our Sinako 
programme, which offers learnership opportunities to young 
community members and Netcare employees with disabilities.

Netcare offers hope to young, disabled South Africans

At the graduation of  the first intake of  trainees in August 
2013, Ms Veliswa Baduza, Director General at the Ministry 
of  Women, Children and People with Disabilities, praised 
Netcare for demonstrating best practice and good 
corporate citizenship, saying: “Netcare has shown 
leadership by reaching the national target that government 
has set for companies: to employ 2% of  people with 
disabilities in their total staff  complement. Netcare has a 
roadmap that includes using learnerships as part of  an 
organisation’s recruitment strategy.”

Through the Sinako project, trainees enrol for NQF-
registered programmes, either in business administration, 
catering or as basic and post-basic pharmacist assistants.

Netcare aims to offer positions to learners who 
successfully complete their learnership. As noted by 
Nceba Ndzwayiba, Netcare’s transformation manager: 
“Of the 50 learners who enrolled for our first learnership 
programme under the Sinako project in 2012, 10 were 
already employed within Netcare and four were on a 
two-year pharmacy learnership. The balance of  36 
learners were unemployed youth, most of  whom have 
already been offered permanent employment by Netcare”.

Due to the success of  the 2012 Sinako project, Netcare 
is extending the programme to include internships for 
students with disabilities who may have a degree or 
diploma in human resources, financial management, 
accounting, economics, administration, pharmacy and 
nursing. In 2013, we offered 75 learnerships and 
internships to people with disabilities.

“We are pleased that we are making progress towards 
our goal of  increasing the number of  permanent 
employees with disabilities to 4% of  our more than 
20 000 strong workforce by 2015. This figure is currently 
at  2.26%,” says Dr Richard Friedland, our Group CEO.

Sinako, a Xhosa phrase, means “we can, we are willing 
and we will”.
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Woman band together 
to save the life of 
a premature baby

When Netcare Garden City Hospital’s lactation consultant, Ros 
Allman, noticed a severe deterioration in Kgotso’s condition, she 
believed his life could be turned around with the aid of  donated 
breast milk. She consulted the unit manager of  the postnatal ward, 
Anne Standing, and Kgotso’s mother, Yvonne Maketa. Ros then 
contacted Stasha Jordan, managing director of  the South African 
Breast Milk Reserve (SABR), and that very same afternoon Kgotso 
was put on breast milk. Within hours his condition improved and he 
is now growing like a little champion, weighing a pleasing 1.6kg at 
the time of  this report.

In 2013, 1 500 infants were fed with human breast milk supplied 
by the SABR (2012:1 295). Kgotso is one of  these infants who owe 
their lives to the donation of  this “liquid gold”.

Netcare holds this initiative very close to its heart and actively 
supports it through breast milk banks in nine of our hospitals.

IR
SDAFS

i Corporate Social Investment: SA online at  
www.netcareinvestor.co.za/reports/ar_2013

At birth, baby Kgotso weighed only 1.08 kilogrammes. 
He was suffering from necrotising enterocolitis, the second 
most common cause of  death in premature babies where 
portions of  the bowel undergo tissue death. His fortunes 
were turned around by the tenacity and commitment of  
four special women who would do everything they could 
to save baby Kgotso.

CASE Study
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Governance

Highlights

Best performer in the JSE SRI/Global IR Rankings award

Finalised UN Global Compact submissions

Completed compliance and policy review
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Abridged corporate governance report

This report outlines the 
policies and frameworks 
that guide Netcare’s Board 
of  directors in discharging 
their duties and the internal 
controls that support the 
executive management team 
in managing the Group. 
These controls promote an 
awareness of  risk and good 
governance in every area 
of  the business.

Introduction
Corporate governance is central to managing the Group in 
a way that is efficient, accountable, transparent and ethical. 
Transparency and accountability remain the key principles 
that guide all the Group’s business activities.

Netcare’s approach to corporate governance focuses on 
performance and conformance.

Netcare has participated in the JSE Limited’s (JSE) Socially 
Responsible Investment (SRI) index since its inception. We are 
pleased to report that out of  the 157 companies assessed by 
the JSE in 2013, Netcare was identified as one of  the top six 
companies that met the best performer threshold. Netcare was 
also one of  the best performers in the medium environmental 
impact category. We consider this a significant milestone in a 
year where a series of  revised criteria were included in the 
SRI index.

Netcare was awarded second prize in the African category of  
the Best Investor Relations Website awards by the 2013 
IR Global Rankings. This also included a detailed governance 
review and assessed the level of  disclosure. Netcare has also 
been admitted to the Shariah All Share Index and is a signatory 
to the UN Global Compact1.

IR
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i A detailed Corporate governance report, from which 
this report has been extracted, is available at 
www.netcareinvestor.co.za/reports/ar_2013.

Compliance
The Board is satisfied that the Group has in all material respects 
applied the King Code of  Governance Principles for South 
Africa (King III) and complied with the mandatory corporate 
governance provisions in the JSE Listings Requirements. 
The office of  the Company Secretary benchmarked Netcare’s 
practices against King III and found that all principles have 
been applied, except two, which have been partially applied.

IR
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i An explanation of the exceptions is contained in the 
detailed Corporate governance report, available at  
www.netcareinvestor.co.za/reports/ar_2013.

IR
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i A detailed analysis of the application of the King III principles is 
available at www.netcareinvestor.co.za/reports/ar_2013.

Netcare amended its entire Memorandum of  Incorporation 
to align it with Schedule 10 of  the JSE Listings Requirements 
and the Companies Act, as approved by shareholders 
at the annual general meeting held on 8 February 2013. 
The Memorandum of  Incorporation is aligned with Netcare’s 
key policies.

The Audit Committee has included compliance as a risk to be 
monitored to mitigate any potential impact on the business. 
During 2013, this served to strengthen the compliance review 
and monitoring framework.

The Generally Accepted Compliance Practice Framework, 
as endorsed by the Compliance Institute of  South Africa, was 
used as a guide for devising Netcare’s compliance framework. 
During 2013, a further review of  the full regulatory environment 
that affects the Company and that is relevant to the healthcare 
sector was completed. Netcare continues to follow a 
coordinated approach to embedding compliance with existing 
laws across the Group.

The compliance function also assesses the impact of  all 
significant new laws and amendments on the Group, and 
facilitates ongoing monitoring of  the legislative landscape, 
through the Compliance Committee. Netcare can confirm that 
no contravention that could expose the Company to any actual 
or contingent risk or liability was identified. During the year 
under review, Netcare complied with all relevant legislation 
and was not subject to any material penalties, fines or 
criminal prosecutions.

Board of directors
Structure, composition and rotation
The Board of  directors is responsible for the Group in its 
entirety. It functions within the ambit of  an annually reviewed 
charter, and instructs and oversees the management and 
control structure that directs and executes all functions within 
the organisation. It also drives strategy.

1  Netcare has submitted its Communication on Progress and various 
other submissions that outline its level of  compliance and commitment 
to the UN Global Compact Principles.
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The directors embrace these responsibilities and endeavour to 
ensure that Group strategy, risk, performance and sustainability 
are managed in an integrated way. It provides effective 
leadership based on an ethical foundation of  responsibility, 
accountability, fairness and transparency.

Netcare has a unitary Board structure that comprises an 
appropriate balance of  executive and non-executive directors. 
At 30 September 2013, the Board comprised 10 directors; two 
directors are executive, and seven of  the eight non-executive 
directors are independent.

IR
SDAFS

i The biographical details of directors can be found at 
www.netcareinvestor.co.za/over_board.php.

Netcare’s directors have a wide range of  expertise and 
experience in strategic, financial, commercial and healthcare 
activities, ensuring effective leadership.

The Board is led by the Chairman, SJ Vilakazi, who is an 
independent non-executive director.

Generally, directors have no fixed term of  appointment and 
retire by rotation every three years. If  available, they are 
considered for re-appointment at the annual general meeting.

Independence and performance
Through the assistance of  the Nomination Committee and 
Chairman’s Forum, the Board assesses its overall performance 
and that of  its individual directors, including their independence, 
on an ongoing basis. The continued independence of  
independent non-executive directors that have served for a 
period of  nine years and factors that may impair their 
independence are evaluated. This process is deliberated by the 
Nominations Committee in accordance with recommended 
governance practices.

The Board is assessed annually through an internally conducted 
process overseen by the Chairman’s Forum that deals with 
individual directors as well as the Board and its various 
committees. The Chairman’s Forum has been supplemented by 
a questionnaire-based review to facilitate further discussion on 
Board effectiveness and director development.

Board responsibilities and charter
The Board is accountable to shareholders and other 
stakeholders for Group performance. It is responsible for the 
strategic direction of  the Group and its primary objective of  
creating and building sustainable value for all its stakeholders. 
The Board does this by establishing goals, and managing and 
monitoring the achievement of  its primary objective. The Board 
Charter was reviewed in 2013 by both the Board and the 
Company Secretary, and remains unchanged.

IR
SDAFS

i The Board Charter is available at 
www.netcareinvestor.co.za/jse_sri.php.

Board meetings
The Board met four times during the year in Sandton, with all 
meetings convened by formal notice. Ad hoc meetings are held 
when necessary.

IR
SDAFS

i The Board meeting attendance table can be found in the  
detailed corporate governance report available at  
www.netcareinvestor.co.za/reports/ar_2013.

Board committees
In accordance with the established principles of  delegation 
of authority, the Board has delegated specific duties to Board 
committees that are responsible for assisting the Board in 
discharging its responsibilities and providing an in-depth 
focus on specific areas in accordance with the Group’s 
governance structure.

Abridged corporate governance report
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i The terms of reference of each committee are available at www.netcareinvestor.co.za/jse_sri.php.
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i Refer to page 20 for the committee membership of directors.

IR
SDAFS

i The Committee meeting attendance tables can be found in the detailed corporate governance report  
online at www.netcareinvestor.co.za/reports/ar_2013.
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Abridged corporate governance report continued

Board committees purpose and focus areas for 2013

Committee Purpose Key focus in 2013

Audit Assists the Board in monitoring the integrity of  the 
Company’s financial statements, accounting policies 
and internal control functions, as well as statutory 
functions.

IR
SDAFS

i Disclosed in the Audit Committee report online at 
www.netcareinvestor.co.za/reports/ar_2013/fin-audit-
committee-report.php.

Independent review of  Internal Audit function 
and oversight of  the proposed combined 
assurance model.

IR
SDAFS

i More details regarding Group Internal Audit can be 
found online at www.netcareinvestor.co.za/reports/
ar_2013/gov-accountability-and-control.php.

Risk Ensures that there are adequate risk management 
processes in place to identify and monitor the 
management of  key risks and the suitability of  risk 
mitigation plans. 

IR
SDAFS

i Further details on risks and the Group’s 
approach to risk management can be found online 
at www.netcareinvestor.co.za/reports/ar_2013/gov-
governance-introduction.php. 

Reviewed the top risks facing the Company, including 
their impact on the Group’s operations.

Nomination Assists with appointing directors and evaluating 
leadership requirements of  the Company, while 
assisting the Board in its succession planning.

Reviewed the composition of  the Board and its 
respective committees, to ensure suitability in terms 
of  structure, size, composition and statutory 
requirements in terms of  Regulation 3.84 of  the 
JSE Listing Requirements and the approval and 
formalisation of  the Director Appointment Policy.

Remuneration Determines directors’ and senior executives’ 
remuneration, and levels of  remuneration of  all 
employees, as well as adjustments to remuneration if  
so required. The Committee also reviews additional 
remuneration such as bonuses, incentives and the 
implementation of  the forfeitable share plan.

Assessed the effectiveness of  the remuneration policy 
and supplemented the performance metrics used to 
evaluate executives and senior management.

IR
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i The Remuneration Committee framework and 
remuneration policy review is outlined online at 
www.netcareinvestor.co.za/reports/ar_2013/gov-
remuneration-introduction.php.

Quality 
Leadership

Reviews the availability of  transparent and 
accountable systems for the provision of  patient-
centred, safe, high-quality care. Identifies areas of  
clinical risk and standardised clinical practice.

Reviewed systems to enhance measurable 
improvements in quality outcomes. Focused on better 
clinician engagement in quality improvement through 
enhanced governance structures and embedded the 
Triple Aim concept.

Social and Ethics Monitors Netcare’s activities in compliance with 
regulation 43(5) of  the Companies Act, and oversight 
of  social and economic development and good 
corporate citizenship.

Achieved Level 2 Broad-based Black Economic 
Empowerment (B-BBEE) contributor status. Approved 
the submission of  the UN Global Compact 
assessment tool and endorsed Netcare’s commitment 
to comply with the UN Global Compact principles1.

IR
SDAFS

i Details of the operating committees’ purpose and focus areas for 2013 can be found in the full corporate governance report online.

1  Netcare has submitted its Communication on Progress and all related submissions that outline Netcare’s commitment to the UN Global Compact Principles.
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Group Internal Audit functions at Group level and reports to 
the Netcare Board Audit Committee. It assists the Board Audit 
Committee in the effective discharge of  their responsibilities 
delegated to them by the Board through independent financial, 
internal control and operational process reviews.

The Group Internal Audit Charter was revised in accordance 
with the recommendations of  King III and the Standards set 
by the Institute of  Internal Auditors. The revised Charter was 
approved by the Board Audit Committee.

Group Internal Audit conducted a formal documented review of  
the design, implementation and effectiveness of  the Company’s 
system of  Key Internal Financial Controls and submitted a 
report on internal financial controls for the year ended 
30 September 2013 to the Board Audit Committee. Group 
Internal Audit has concluded that, based on the scope of  their 
assignments, “nothing has come to the attention of  Group 
Internal Audit to suggest that the system of  internal financial 
controls does not form a sound basis for the preparation of  
reliable financial statements”.

The Group Internal Audit function is required to undergo an 
independent quality review at least every five years as per the 
Standards set by the Institute of  Internal Auditors. A reputable 
and accredited external audit firm conducted a quality 
assessment review of  Netcare’s Group Internal Audit function 
during the 2013 financial year and concluded that the function 
generally conformed to the standards of  the Institute of  Internal 
Auditors.

The next external quality assessment is planned for the 2018 
financial year.

IR
SDAFS

i
The Board Audit Committee’s responsibility with regard to 
the Group’s Internal Audit function has been reported in the 
Board Audit Committee report in the Group annual financial 
statements, available at www.netcareinvestor.co.za/reports/
ar_2013/fin-audit-committee-report.php.

Company Secretary
All directors have access to the advice and services of  the 
Company Secretary who acts as a conduit between the Board 
and the Group. The Company Secretary is also responsible for 
the flow of  information to the Board and its committees, and for 
ensuring compliance with Board procedures.

The Board has empowered the Company Secretary with the 
responsibility for advising the Board, through the Chairman, on 
all governance matters including the duties set out in Section 88 
of  the Companies Act.

Consistent with Regulation 3.84 of  the JSE Listings 
Requirements, the qualifications and experience of  the 
Company Secretary were formally evaluated by the Nomination 
Committee and subsequently ratified by the Board. Based on 
this process and the review of  the quality of  governance 
outputs, it was formally recommended to the Board that the 
Company Secretary is suitably qualified, experienced, and fit 
and proper to perform the function of  Company Secretary 
of  the Company. 

IR
SDAFS

i The Company’s Secretary’s qualifications are provided 
on page 46.

Internal control and internal audit
The Netcare Board is responsible for ensuring that an 
appropriate system of  internal controls is maintained to ensure 
that Netcare’s assets are safeguarded and appropriately 
managed, losses arising from fraud and/or other illegal acts 
are minimised, and financial and operating information is 
fairly presented.

Group Internal Audit provides independent, objective assurance 
and consultation to add value and improve Netcare’s control 
environment and operations. It aims to assist Netcare to 
accomplish its objectives by applying a systematic, disciplined 
approach to evaluate and improve the effectiveness of  risk 
management, control and governance processes.

Abridged corporate governance report continued
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Governance element Governance development Continued focus in 2014

Social and Ethics 
Committee

The committee has expanded its monitoring role 
relating to environmental sustainability and 
approved the UN Global Compact Assessment.

Additional reporting on sustainability initiatives 
and implementation of  follow up items identified  
by the UN Global Compact Assessment.

Environmental 
sustainability

Management interventions aimed at reducing 
environmental impact in the form of  carbon 
emissions from electricity usage.

Roll-out of  energy interventions and the 
commitment to quantitative targets, as well as 
external assurance of  sustainability reporting.

Audit Committee Combined assurance model. Implementation of  the combined assurance 
framework.

Compliance and  
related legislation in 
the Companies Act

An internal audit indicated a 98% level of  
compliance.

Although no compliance breach has been noted, 
the intention is to achieve 100% level of  compliance 
and completion of  control self-assessments by key 
business units.

Board review Conducted by Chairman’s Forum and internal 
questionnaire.

Implementation of  recommendations.

Stakeholder 
communication and 
interaction

Investor feedback is regularly obtained.

IR
SDAFS

i Stakeholder engagement starting on page 72.

A formal communication policy is being considered 
with due regard to applicable legislation and 
best practice.

The Group has a whistle-blowing mechanism in place to 
facilitate the anonymous reporting of  alleged theft, or fraudulent, 
corrupt or unethical behaviour in the Group, including unethical 
medical behaviour. This is facilitated through the Fraud and 
Ethics Hotline and is available to all Netcare employees. It can 
also be utilised by the public.

The Fraud and Ethics Hotline is one of  a number of  mechanisms 
that employees, management and external parties can utilise 
to report irregularities. Internal and external parties can also 
contact Group Forensics that resides within Group Risk, Audit 
and Forensic Services (GRAFS).

In the United Kingdom, BMI Healthcare’s Code of  Business 
Conduct sets out standards to prevent any illegal or unethical 
behaviour, to which all staff  are expected to adhere. This has 
been supplemented by BMI Healthcare’s Anti-Bribery and 
Corruption Policy that provides further guidance. There is also 
a whistle-blowing policy that guides staff  on how they can 
confidentially raise any concerns about the conduct of  others in 
running the business, or the way in which the business is run.

Governance developments for 2014
While the Group has achieved a suitable level of  compliance 
and adherence to governance, its processes, policies and 
structures are continually reviewed and modified to align 
with internal requirements and to ensure ongoing adherence 
with legislation, regulation and best governance practices. 
The following issues will continue to receive focus to 
ensure productive enhancements are made to the Group’s 
governance framework during 2014.

In accordance with the requirements of  King III, Netcare is in 
the process of  determining the combined risk framework 
through the Netcare Combined Assurance Committee which will 
be constituted in 2014. This process aims to coordinate the 
efforts of  all assurance providers at Netcare to avoid duplication 
of  assurance services, optimise assurance costs and promote 
a better understanding of  the business by all participants in 
the Committee.

Ethics
The Netcare Board recognises that good governance emanates 
from effective, responsible leadership, which is characterised 
by the ethical values of  responsibility, accountability, fairness 
and transparency.

The Ethics Policy articulates the Group’s position on conflicts 
of interest, gifts, confidentiality, fair dealings, and protection 
and appropriate utilisation of  Netcare’s assets. The Group 
entrenches and measures the Policy’s various principles through 
a number of  approaches, including training interventions and an 
annual survey.

The Board is committed to ensuring the consistent application 
of  the Code of  Ethics. Moreover, the Group has a formal 
disclosure process for directors to declare any personal 
financial interests that pose a conflict of  interest.

As a responsible corporate citizen, Netcare takes a zero 
tolerance approach to theft, fraud and corruption. Accordingly, 
all identified cases are reported to the South African Police 
Services and, where appropriate, to the applicable registered 
bodies such as the Health Professionals Council of  South Africa.

Abridged corporate governance report continued
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At Netcare, communication with our stakeholders is integral to the way we do business. The eight stakeholder groups below have been 
identified on the basis of  the extent to which they are affected by the operations and decisions of  the Group, as well as their ability to 
influence the performance or strategic direction of  the Group. 

Patients

Issues for stakeholder group

  Access to world-class medical innovation.

  Access to top doctors.

  Quality of  nursing care.

  Quality outcomes.

  Availability of  information with respect to medical procedures.

Engagement channels

  Web-based and telephonic pre-admission facility.

  Technology driven multimodal patient feedback system.

  Hello Peter.

  Discharge SMSs.

  Patient focus groups.

  Brochures.

  Netcare and related websites.

  Netcare magazine.

  Listening forums.

Issues for Netcare

  Partner with doctors and other healthcare service providers 
to enhance patient care.

  Stringent clinical governance framework.

  Train, provide and retain highly skilled and qualified  
nursing employees.

  Invest in new facilities and upgrade existing facilities.

  Actively address patient complaints.

  Provide patients with adequate information.

  Comply with the Patient Rights Charter.

Our response to stakeholder issues

  Embedded the concept of  the strategic Triple Aim for best patient outcomes, best patient experience and cost effective care.

  Extended the technology driven multimodal patient feedback system already available at Netcare hospitals and emergency 
departments to Netcare 911 and National Renal Care.

  Developed and tested the use of  patient information leaflets at our hospitals on areas such as post discharge care, pain 
management and medication usage.

  National Renal Care hosted monthly patient tutorials and workshops to serve the needs of  chronic renal dialysis patients both in 
the public and private sectors.

  Primary Care introduced an integrated quality nursing audit tool in 2013 as a monitoring mechanism to promote compliance with 
the various standards, including patient safety and care.

  Commenced implementation of  an IT system to provide automated laboratory results and antimicrobial usage in Netcare hospitals.

  Netcare is the founding member and an active leader of “Best Care…Always!” – the South African clinical improvement campaign 
that runs across the public and private sector.

  1 322 nursing graduates qualified at Netcare Education facilities between 2012 and early 2013.

  Netcare’s doctor network grew by 79.

  Sponsored 13 fellow and registrar posts.

  Netcare has a number of  centres of  excellence including:

 –  Trauma Society of  South Africa’s only accredited level 1 and 2 trauma units at Netcare Union, Netcare Milpark and 
Netcare Sunninghill hospitals;

 –   Only private Burns Unit in South Africa (SA) at Netcare Milpark Hospital; and

 –  Only intra-operative CT and MRI spinal and neuro surgery at Netcare N1 City and Netcare Milpark hospitals.

 

IR
SDAFS

i Centres of excellence can be found on page 51.

  Invested R815 million (2012: R875 million) in capital expenditure in SA (including intangible assets).

  Launched the Netcare Assist App this year providing access to a range of  services, including:

 –  Quick dial functionality to the Netcare 911 emergency call centre;

 –  Locating a specialist, general practitioner or dentist; and

 –  Providing quick and easy access to basic first aid tips.

  Introduced the Portable Navigation Device that identifies the physical location of  a logged emergency call and assigns the closest 
Netcare 911 emergency vehicle.

Stakeholder engagement – SA
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Doctors

Issues for stakeholder group

  Access to quality nursing support.

  Access to the most clinically advanced and appropriate 
medical equipment, instruments, consumables 
and support employees.

  Convenience of  access to multi-disciplinary health services.

  Availability of  beds and theatre slates.

Engagement channels

  Physician Advisory Board and subcommittee meetings.

  Netcare Clinical Ethics Committee, which includes external 
academic ethics experts and clinical governance 
representatives from Netcare. The Committee advises on 
ethics, conduct, doctor training and development and clinical 
governance issues.

  Educational initiatives for doctors.
Issues for Netcare 

  Deliver the best possible clinical outcomes.

  Facilitate superior doctor care through uncompromising quality 
of  nursing care and comprehensive medical infrastructure.

  Continue to provide the services of  top quality doctors.

Our response to stakeholder issues

  Over 3 331 students registered on various Netcare Education nursing programmes between October 2012 and September 2013.

  70 beds added at hospitals in 2013.

  Converted 56 beds to psychiatric beds in 2013 to service an increasing need.

  Invested R815 million in capital expenditure in SA (including intangible assets).

  Netcare has a network of  high acuity multidisciplinary hospital network.

  Provider of  several centres of  excellence.

  Educational initiatives for doctors held at Medicross in association with the Medicross Practitioners Association, to ensure that best 
practice is adopted and patient outcomes enhanced in the management of  specific chronic conditions.

  19 collaborative continuous professional development forums for doctors held at National Renal Care focused on achieving clinical 
excellence, best practice and enhanced patient care.

  Significant investment in quality leadership.

Stakeholder engagement – SA
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Stakeholder engagement – SA continued

Employees

Issues for stakeholder group

  Opportunities for growth and development.

  Recognition of  contribution to the Group.

Engagement channels

  Annual employee satisfaction survey.

  Quarterly Employee Lead Communication forums.

  Site-specific employee magazines and newsletters.

  Enhancing Performance and Development programme that 
facilitates meaningful and continuous engagement between 
line management and employees.

  In addition to ongoing executive and operational interaction 
with unions, Netcare funds three full-time shop stewards to 
assist in employee relations.

Issues for Netcare 

  Attract and retain the best skills.

  Recognised as an employer of  choice.

  Provide employee wellness facilities.

  Accelerate transformation of  the workforce.

Our response to stakeholder issues

  40 994 learning and development interventions were undertaken for the 12 months ending 31 March 2013.

  Awarded Top Employer in the healthcare sector category of  the Top Employers South Africa 2014 certification, awarded to 
organisations that meet the highest standards in human resource policies and practices.

  Increased the number of  employees with disabilities from 410 in the prior year to 505 in 2013.

  72% of  Netcare’s employees are African, Coloured and Indian.

  Netcare achieved a Level 2 Broad-based Black Economic Empowerment (B-BBEE) rating and an Empowerdex AAA rating.

  Netcare’s Carer of  the Year programme recognises employees who go above and beyond the call of  duty in caring 
for our patients.

  The Employee Wellness Programme provides employees with telephonic and face-to-face counselling including advice on legal, 
financial and domestic matters.

  Currently, 53% of  Netcare employees are unionised.

IR
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i Our people: SA.

Funders

Issues for stakeholder group

  Cost-effective healthcare.

  Levels of  nursing standards.

  Quality of  service and outcomes.

Engagement channels

  Daily engagements regarding patient pre-authorisations, 
admissions, case-management and discharge management.

  Regular liaison meetings and interaction relating to 
operational issues.

  Contract negotiations.

  Ongoing quality engagements.

Issues for Netcare 

  Maintain good working relationships with medical schemes 
and medical scheme administrators.

  Participation in hospital networks.

  Financial stability of  medical schemes.

Our response to stakeholder issues

  Netcare remains committed to low medical inflation through well-managed and efficient healthcare delivery.

  Significant investment in quality leadership.

IR
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i Chief Executive Officer’s review on pages 28 – 31.
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Stakeholder engagement – SA continued

Government

Issues for stakeholder group

  Access to quality and affordable healthcare.

  Safe and correct disposal of  medical waste.

  Participation in informing and implementing health reform.

  Arm’s length relationships between providers and private 
health facilities.

Engagement channels

  Netcare has established a dedicated policy unit to inform 
health reform debates and partner with government to find 
solutions to broader healthcare issues.

  Netcare engages actively with public sector quality 
leaders and clinicians in public hospitals to facilitate 
closer collaboration.

  Netcare participated in the National Consultative Health Forum 
and the Ministerial Emergency Medical Services Committee.

  Netcare has and continues to engage with the National 
Department of  Health on the National Core Standards.

Issues for Netcare 

  Participate in the development of  health policy.

  Implement Public Private Partnership (PPP) projects.

Our response to stakeholder issues

  We are committed to partnering with government in its strategic drive to promote affordable access to quality care.

  Netcare’s PPPs provide a platform to our commitment in respect of  broadening quality healthcare services.

  The Queen ‘Mamohato Memorial Hospital PPP project in Lesotho was named one of  the top ten PPPs to be completed during the 
period 2007 to 2012 in sub-Saharan Africa in a global competition sponsored by the International Financial Corporation (IFC) and 
Infrastructure Journal. In 2013, the World Bank commissioned an independent study undertaken by the Public Health Faculty of  
Boston University to evaluate the PPP’s clinical outcomes. 

IR
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i CEO’s review on pages 28 – 31.

IR
SDAFS

i Lesotho PPP case study on page 42.

 Medicross is one of  the private sector healthcare providers that successfully tendered for a collaborative contract between the 
Western Cape Department of  Health and the City of  Cape Town, to provide family planning and immunisation services to public 
sector patients.

  Netcare is contributing to increased access through:

 –   Training of  nurses;

 –   Continued investment in health infrastructure; and

 –    Corporate Social Investment (CSI) initiatives, which include providing indigent emergency medical services, healthcare 
accessibility initiatives, and academic, community, health and welfare sponsorships.

  Netcare SA has undertaken a rigorous process to ensure that our waste disposal contractors meet all legislative requirements.

  National Renal Care maintained its 14 PPPs with public healthcare institutions, supporting greater access to care for all 
South Africans.

  Netcare is a signatory to the Department of  Health’s Social Compact.
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Stakeholder engagement – SA continued

Investors

Issues for stakeholder group

  Enhanced shareholder value.

  Regulatory uncertainty surrounding healthcare provision.

Engagement channels

  Active engagement with investors via:

 –  Results presentations;

 –  Road shows;

 –  Analysts’ days;

 –  Participation in investor conferences; and

 –  Maintaining access and interactive engagement between 
the investment community and management.

  General communication also includes:

 –  Online reporting; and

 –  Annual reports.

Issues for Netcare 

  Deliver shareholder value.

  Regulatory uncertainty surrounding healthcare provision.

  Execute Netcare’s strategy.

Our response to stakeholder issues

  The Netcare share price performed well over the year, with a closing share price of  2 400 cents at 30 September 2013 
(2012: 1 790 cents).

  Netcare operates in a highly regulated environment where the interests and expectations of  stakeholders are complex 
and inter-related. We have been active participants in the healthcare industry process, providing constructive input for all 
proposed legislation.

  Netcare remains resolute in its strategic intent to deliver quality affordable healthcare.

Suppliers

Issues for stakeholder group

  Continued engagement and opportunity to tender in 
accordance with commercially reasonable contractual terms.

  Fair payment terms.

Engagement channels

  Regular interactions.

  Both Netcare and its appointed suppliers are required to 
commit to the highest ethical standards. The Netcare Fraud 
and Ethics Hotline is available for reporting unethical 
behaviour.

  Entering into agreed terms and conditions with all suppliers.

  Online surveys.

Issues for Netcare 

  Delivery on schedule.

  Ethical behaviour.

  Preference is given to ISO accredited companies over 
non-accredited companies to ensure consistent quality 
product and services.

  As a key sponsor and strategic partner of  the Proudly South 
African campaign, we aim to support local suppliers where 
logistically possible, commercially viable and where 
acceptable quality is provided.

  Compliance to B-BBEE standards and accreditation.

Our response to stakeholder issues

  Netcare Rating Questionnaires assess our interactions with suppliers from procurement to payment.

  Annual joint audits are conducted with selected suppliers to evaluate their performance against criteria, ranging from fair pricing, 
delivery to schedule, and additional value added services.

  Implementing a supply chain methodology with due regard to sustainability and governance issues.
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Stakeholder engagement – SA continued

Communities

Issues for stakeholder group

  Support developmental community projects.

  Offer employment and training opportunities.

Engagement channels

  Providing medical services to indigent patients.

  Initiatives to broaden healthcare access such as the Cleft Lip 
and Palate programme and Elephantiasis programme.

  Community health and welfare sponsorships run on a 
national basis.

  Hospital initiatives that meet the needs of  the immediate 
community.

Issues for Netcare

  Create awareness of  Netcare in our communities.

Our response to stakeholder issues

  Netcare provides medical services to indigent patients.

  More than 30 000 beneficiaries benefitted from our initiatives in 2013. 

  Netcare CSI spend in 2013 of  R58 million (2012: R36 million) at 3.0% (2012: 2.2%) of  SA net profit after tax.

  Netcare was the winner of  the 2013 Metropolitan Oliver Empowerment Awards for Socially Responsible Investment.

  Netcare was awarded the national 2012 PMR.africa Golden Arrow award in the Private Clinics/Hospitals CSI category.

  Initiatives to broaden healthcare access include the Cochlear and Johannesburg Craniofacial programmes.

  Hospital initiatives that meet the needs of  the immediate community range from medical supply donations to free eye assessments 
and corrective surgery initiatives.

IR
SDAFS

i Corporate social investment: SA.
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Sinethemba finds the help he needs

Sinethemba Quasha, a 31-year-old man from Kokstad with 
severe facial anomalies, is a shining example of  someone 
who has triumphed over adversity. A massive tumour had 
grown over the right side of  his face, covering his eye and 
mouth, and leaving his nose to sag disjointedly. He had lost 
everything because of  his disfigurement, including his job 

Sinethemba, visiting Netcare’s Dr Richard Friedland, 
Communications Director Kerishnie Naiker, and CSI Project 
Manager Adelaide Senabe after the first procedure.

and the ability to talk and 
eat with ease. Despite it 
all, he remained resolute 
in his belief  that he would 
one day find the help 
he needed.
Sinethemba’s plight was uncovered by the 
Sowetan, who partnered with the Netcare 
Foundation to enter him into the Johannesburg 
Craniofacial Programme. His first corrective 
surgery was sponsored by Netcare Sunninghill 
Hospital in conjunction with the Netcare 
Foundation, and took place in June 2013. 
The four-hour operation was performed by 
plastic surgeons Dr Efthimios Christofides 
and Dr Martin Kelly.

However, R1 million was still needed for further 
operations. A funding drive by the Sowetan for 
his extensive and ongoing procedures garnered 
the support of  its readers, the Motsepe 
Foundation, ANC staff, African Rainbow Minerals, 
African Union Communications and African Nero 
Hair Salon. Their generous support was pledged 
to Sinethemba on Nelson Mandela Day at a 
ceremony held in Soweto.
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The table below provides specific details on our strategic approach in engaging with our stakeholders.

Patients

Issues for stakeholder group

  Access to top consultants.

  Quality of  nursing care.

  Quality outcomes.

  Understanding medical procedures and processes, and their 
pathway at a BMI Healthcare hospital.

Engagement channels

  Web-based and telephonic preadmission facility.

  Paper-based patient experience survey (handed out in person 
or by post).

  External patient groups such as The Patients’ Association, 
Patient Voices and Patient Opinion.

  BMI Healthcare website.

  BMI magazine.
Strategic response

  Consultants and other healthcare service providers to 
enhance patient care.

  Operate according to a stringent clinical governance 
framework.

  Provide highly trained and qualified nursing staff.

  Upgrade existing facilities.

  Proactively address patient complaints on a timely basis.

  Provide patients with adequate information.

Key initiatives

  No cases of  methcillin resistant staphylococcus aureus (MRSA) bacteraemias reported in 2013.

  97.2% of  patients rated the overall quality of  care as very good or excellent.

  BMI Healthcare continues to hold ISO 27001 (Information Security) accreditation that ensures all patient and other data is 
managed securely at all times.

Doctors

Issues for stakeholder group

  Access to quality nursing support.

  Access to the most clinically advanced and appropriate 
medical equipment, instruments, consumables and 
support staff.

  Convenience of  access to multidisciplinary health services.

Engagement channels

  National Medical Advisory Committee.

  Hospital Medical Advisory Committees.

  Consultant Reference Group.

  Consultant Connect, a magazine distributed locally by hospital 
executive directors.

  Annual, digital or paper response surveys. Strategic response

  Continue to provide the services of  top quality consultants.

  Facilitate superior care through uncompromising quality of  
nursing care and comprehensive medical infrastructure.

  Focus on relationship building programme for specialists 
and GPs.

  Delivery of  best possible clinical outcomes.

Key initiatives

  Invested £39.8 million (2012: £41.2 million) in capital expenditure (including intangible assets).

  Launched a pilot graduate theatre nursing programme to get newly qualified nurses into operating theatres and ready to act as 
scrub practitioners.

  Redeveloped our clinical resourcing strategy, with some notable successes in recruiting from other European Union countries.

 Completed roll-out of  PeopleSoft IT system.

  Worked on plans to provide consultants with IT solutions to integrate with BMI systems.

  Re-invigorated digital Consultant Connect magazine to keep consultants better informed of  BMI news and developments.

Stakeholder engagement – uK
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Employees

Issues for stakeholder group

  Opportunities for growth and development.

  Recognition of  contribution to the Group.

Engagement channels 

  Annual employee satisfaction survey – Pulse Survey.

  @BMI, quarterly magazine featuring events, new initiatives and 
achievements from across the Group.

  Weekly News, an email with information on people, places, 
policies, procedures and progress updates, and a vehicle for 
communicating issues as well as successes.

  Moments of  Truth senior management development 
programme and regular communications with senior 
management (both operational and corporate).

Strategic response

  Attract and retain the best skills.

  Recognised as an employer of  choice.

  Provide employee wellness facilities.

Key initiatives

  33 447 (2012: 32 080) training days delivered.

  Launched Moments of  Truth – a leadership development programme for hospital directors, directors of  nursing and clinical 
services, and corporate senior managers.

  Launched new staff  recognition programme – Above & Beyond – in 2013.

  Conducted internal talent reviews each quarter, and introduced a senior executive development programme with the 
Ashridge Business School.

  38% of  recruitment made up of  promotional or lateral moves of  our own employees this year, a key indicator that we are 
developing our talent in a way that benefits the business.

IR
SDAFS

i Our people: UK.

Insurers

Issues for stakeholder group

  Establish good working relations based on transparency 
and co-operation.

  Cost-effective healthcare.

Engagement channels

  Periodic renegotiation of  contracts with private 
medical insurers.

  BUPA – Quarterly clinical scorecards and quarterly 
clinical review meetings.Strategic response

  Contract negotiations.

  Quality reviews.

Key initiatives

  The majority of  insurers are now on multi-year contracts.

  Agreed dataset by hospital and continued to review scorecards, complaints and serious incidents.

  Quality initiative updates.

Stakeholder engagement – uK continued
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National Health Services

Issues for stakeholder group

  The goal of  the National Health Service (NHS) is to become 
a world-class, patient-centred public healthcare provider.

  Proactive collaboration with key providers through the 
Any Willing Provider programme.

  Meet Care Quality Commission (CQC) standards.

Engagement channels

  BMI Healthcare plays an active role in debates about 
healthcare reform, engaging with the Department of  Health 
directly and through representative organisations of  which it is 
a member (including NHS Partners Network, Association of  
Independent Healthcare Organisations and the Independent 
Sector Reference Group).

Strategic response

  Continue to grow as a trusted and reliable partner.

  Propose solutions to reduce waiting times.

Key initiatives

  BMI Healthcare has continued to increase the volume of  Choose & Book patients treated at its hospitals, and has been successful 
in other local NHS tenders, such as an ophthalmology service with Brent Clinical Commissioning Group.

  Participation in working groups and periodic dialogue with senior Department of  Health officials.

Regulators

Issues for stakeholder group

  Engagement when setting standards to ensure the position 
of  the independent healthcare sector is recognised and 
that standards are appropriate to both state and private 
healthcare provision.

Engagement channels

  BMI Healthcare engages with relevant regulators such as 
the CQC, Health Improvement Scotland and Healthcare 
Inspectorate Wales, both locally and at corporate level.

  BMI Healthcare has constructive relationships with the 
General Medical Council (which regulates doctors), the 
Nursing Midwifery Council (which regulates nurses) and 
other healthcare profession regulators.

Strategic response

  Meaningful engagement to ensure BMI Healthcare’s corporate 
and operational views are constructively communicated.

Key initiatives

  Quarterly meetings with the CQC at a corporate level.

  Regular liaison with professional regulators by Group Medical Director, Responsible Officer and Director of  Clinical Services.

Communities

Issues for stakeholder group

  Support for charities at both hospital and corporate level.

Engagement channels

  Corporate Social Responsibility has its own  
corporate committee.

  BMI Healthcare hospitals support healthcare events  
to raise awareness of  specific health conditions.

  Hospital initiatives that meet the needs of  the immediate 
community.

Strategic response

  Support developmental community projects.

Key initiatives

  Individual hospitals choose and support their own charity initiatives.

  BMI Healthcare now has a Charity Committee to select partners to create relationships that reflect our business activity.

IR
SDAFS

i Corporate social investment report: UK.
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Risk management report

South Africa

Introduction
Grounded by our unwavering commitment to our core value of  
Care, Netcare continues to strive for the best-quality patient 
care. Providing care is both a duty and a privilege, and we strive 
to treat our patients with the utmost dignity and respect. 
Netcare’s risk management strategy and processes are 
fundamental to achieving our strategic objectives in a 
sustainable manner.

The governance of risk
The governance of  risk within Netcare is ultimately the 
responsibility of  the Board, which has appointed the Risk 
Committee to assist in discharging this responsibility. The Board, 
through the Risk Committee, sets the strategic direction for the 
process and system of  risk management by authorising the risk 
management policy and plan.

IR
SDAFS

i The Risk Committee’s terms of reference can be found online 
at www.netcareinvestor.co.za/jse_sri.php.

The Board defines the risk appetite for the Group in terms of  
the level of  risk that it is willing to accept in pursuit of  its vision 
and in creating sustainable value for stakeholders. In defining 
the risk appetite, the Board considers the economic, social and 
environmental requirements of  stakeholders. Our risk appetite is 
not one specific figure or formula, but varies depending on the 
specific category of  risk.

Management is accountable to the Board for designing, 
implementing and monitoring the process and system of  risk 
management. Risk management is embedded in overall Group 
governance as part of  the policy framework.

Risk management process
Netcare has adopted a comprehensive, enterprise-wide 
approach to managing risk to ensure that material risks are 
systematically identified, assessed, evaluated and managed in 
accordance with the agreed risk appetite. The risk management 
process provides management with a Group-wide overview of  
Netcare’s risks and provides a basis for improved decision-
making regarding its management.

The Group Risk Management function is the custodian of  
the risk management policy and plan, and co-ordinates risk 
management activities throughout Netcare. In implementing 
the risk management policy, it ensures that risk management 
is embedded in business activities and decision-making 
processes, and that Netcare follows a common framework 
for managing risk.

The Group Risk Management function engages with key 
stakeholders from the major divisions and business units within 
South Africa (SA) and Lesotho to identify key risks, and monitors 
the plans and processes to manage these risks. With these 
stakeholders, it also consolidates and assesses key risks to 
define the top business risks affecting the organisation. 
Netcare assesses risks based on their potential influence 

(low, medium, high and significant) on achieving strategic 
and business objectives. All of  the top business risks affecting 
Netcare have been assessed as either high or significant. 
The top business risks are managed at an executive level 
and are formally reported to the Risk Committee, which meets 
twice a year.

The process and system of  managing risk takes into 
account the:

  Strategic direction and objectives of  the business;

  Nature and extent of  risks facing the business;

  Extent and categories of  risk regarded as acceptable 
for the business to tolerate;

  Likelihood and impact of  identified risks materialising;

  Ability of  the business to reduce the incidence and impact 
to the business if  identified risks materialise;

  Cost of  risk response plans and processes relative to the 
benefit obtained; and

  Effectiveness of  the implemented risk response plans.

Effectiveness of risk management
The Audit Committee is responsible for providing independent 
and objective assurance on the effectiveness of  the system 
of internal control, governance and risk management within 
Netcare. The Audit Committee has specific oversight over 
Netcare’s Internal Audit function, financial risk management, 
compliance and information technology (IT) internal 
control environment.

The Group Internal Audit function is an integral component of  
the risk management process. It provides independent and 
objective assurance to the Board, through the Audit Committee, 
on the effectiveness of  the system of  internal control and risk 
management, and provides recommendations for improvement 
where necessary. Netcare’s internal control environment 
comprises the policies and control procedures adopted and 
implemented by management to provide reasonable assurance 
that risks are mitigated and that our business objectives are 
attained. During the year the Group Risk Management function 
commenced a review and revision of  the management self-
assessment process throughout the organisation. Management 
self  assessments form an integral part of  Netcare’s internal 
control environment, where management assumes responsibility 
and ownership for identifying and assessing risks, and for 
developing, implementing and maintaining control activities to 
manage those risks. The management self-assessment process 
enhances overall risk management practices within Netcare and 
supports the embedding of  a control culture within its operations.

The Board is satisfied that Netcare’s risk funding strategy and 
existing cover are adequate and appropriate in relation to the 
exposures identified. The Board, through the Audit Committee, 
has also considered the effectiveness and efficiency of  the 
process and system of  risk management and found it to be 
effective, a determination that has been corroborated by 
appropriate compliance reports. Furthermore, in the event 
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of a disastrous incident there is a documented and tested major incident plan and disaster recovery programme to support continuity 
of  critical business processes.

The Board is confident that:

  The system and process of  risk management in place is appropriate for Netcare’s model and strategy;

  The risk appetite inherent in the business model is appropriate;

  An appropriate risk culture has been embedded in Netcare’s strategy; and

  The system and process of  risk management operates appropriately to inform the Board of  major risks facing the Group.

An ongoing process for identifying, evaluating and managing the top risks faced by Netcare has been in place for the year under 
review and up to the date of  approval of  the integrated report.

Risk management report
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Risk management report continued

Top business risks – Southern Africa
The table below discusses the top business risks currently faced by Netcare’s Southern African operations, together with the plans and 
processes to mitigate these risks. The overall risk profile of  the organisation has not changed significantly during the year and the top 
business risks remain unchanged. However, details about developments in mitigations for the top business risks are included in the 
table below.

Quality patient care (clinical quality)

Risk description A failure by the Group to consistently provide quality care in every patient interaction throughout the 
organisation.

Strategic pillar and 
strategic priorities

Best and safest patient care:
   Ensure patients receive the best and safest care;
  Remove the variability of  service offerings and increasingly define clinical pathways under a clinical 

governance programme; and
  Define clinical protocols.

Performance
IR

SDAFS
i Refer to the online Quality and clinical governance report: SA for information on specific clinical quality measures and key 

performance indicators (KPIs).

Netcare has aligned the strategy and goals for quality leadership across all divisions, including the hospital 
and primary care networks, emergency services and renal dialysis units. This has created a platform of  
system-wide learning across every area and level of  the business, which contributes to a culture of  
performance excellence, continuous improvement against measurable quality outcomes and accountability 
for results.

During the year, the Hospital division launched their revised patient feedback system that employs multiple 
technologies such as tablet, web and cell phone surveys to collect patient feedback.

Netcare has completed the roll-out of  the Netcare Way, a programme of  action focused on Netcare’s core 
value of  Care. The programme is a key area of  differentiation supporting the realisation of  Netcare’s strategy.

Key stakeholders Potential impact

  Patients
  Doctors

Failure to consistently provide the best and safest patient care could adversely affect Netcare’s:
    Quality of  clinical outcomes;
    Brand and reputation; and
    Long-term sustainability.

Risk mitigation The Netcare Quality Leadership Board and quality governance structures provide oversight to the 
implementation of  the quality improvement strategy and evaluate quality outcomes across all divisions. 
Netcare continues to measure quality leadership performance through multi-dimensional quality balanced 
scorecards (BSCs). Progress against targets included in the BSCs are tracked monthly and formally reviewed 
quarterly at business unit and executive level.

The Group’s quality assurance framework includes an annual quality review process to enable ongoing 
measurement and support continuous improvement. During the year, quality reviews were performed  
at 53 hospitals.

Netcare’s Group-wide Antibiotic Stewardship Programme (ASP) continues to improve clinical outcomes 
by using appropriate antimicrobial treatment regimes, reducing overall exposure to antibiotics, preventing 
antimicrobial resistance and decreasing antibiotic utilisation. During the year, Netcare reviewed the ASP 
and has set specific programme improvement goals across all facilities for the 2014 financial year.

The Netcare Adverse Events/Incident Learning Group, a sub-committee of  the Quality Leadership Committee, 
continues to drive the following focus areas throughout the Group:
   Review serious adverse events, identify trends and derive learnings for the organisation;
    Effectively communicate learnings throughout Netcare and develop and implement preventative actions; 

and
   Drive specific focused improvement in the major adverse events identified as the highest trends and risks.

Patient feedback collected through our patient feedback systems is used to improve our understanding of  
our patients’ needs and to direct resources appropriately to improve the overall patient experience. Patient 
feedback is benchmarked locally and internationally.
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Availability and quality of skills

Risk description The healthcare sector continues to experience a shortage of  specialists and specialist registered nurses.

Strategic pillar and 
strategic priorities

Best and safest patient care:
    Ensure patients receive the best and safest care; and
    Implement the Netcare Way.

Physician partnerships:
     Attract and retain the best doctors.

Growing with passionate people:
    Attract and retain the skills we require to achieve our objectives;
    Provide training and development opportunities;
    Recognise and reward performance; and
    Be an employer of  choice.

Performance The Hospital division Executive Committee monitors the number of  healthcare practitioners joining and leaving 
on a monthly basis.

IR
SDAFS

i Refer to the Our people: SA report online for specific measures and KPIs relating to: 
     Employee attraction and retention; and
     Training and development.

Key stakeholders Potential impact

     Patients
     Doctors
     Employees
    Communities

The shortage of  skilled healthcare professionals may impact on:
     Quality of  clinical outcomes;
     Netcare’s ability to expand; and
     Access to healthcare in SA and the future sustainability of  health access.

Risk mitigation An adequate solution to the shortage of  specialists in SA is currently not within the control of  Netcare or 
the private hospital sector in general.

Through Caring the Netcare Way, we continue to establish a differentiated work environment to attract 
and retain the best specialists.

We continue to sponsor speciality training and registrar positions at tertiary institutions, and grant 
scholarships and fellowships to doctors.

The annual Employee Engagement Survey continues to inform Netcare’s attraction and retention strategy.

Netcare Education, the largest private trainer of  nurses in SA, assists in alleviating the shortage of  skills 
by providing specialist training to qualified nurses.

Risk management report continued
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Industry regulations and funder regime

Risk description Changes in healthcare industry regulation and funder regime impact on the industry landscape and 
competitive environment. The most significant changes are:

Competition Commission market inquiry in SA
The Competition Commission’s inquiry into the private healthcare sector is expected to commence during 
January 2014 and should be completed within 18 to 24 months. The final Terms of  Reference (ToR) for the 
inquiry were released on 29 November 2013.

Medical scheme consolidation
Medical scheme consolidation is expected to continue, further strengthening the negotiating position of  
the larger schemes with three administrators and one scheme already negotiating on behalf  of  over 70% 
of medical scheme lives.

Designated Service Providers (DSPs) or preferred networks
The current market for DSPs remains competitive, with price being imperative for successful participation. 
DSP networks have a greater ability to negotiate lower prices with healthcare providers with promises of  
higher volumes. Not being selected as a DSP poses the threat of  a decline in patient volumes depending 
on the size of  the scheme.

National Health Insurance (NHI)
The South African Government is planning to implement major healthcare sector reform through the 
introduction of  NHI. As at the end of  September 2013, Government had not yet published the NHI white paper. 
National Treasury is working with the Department of  Health to examine the funding arrangements for NHI.

Office for Health Standards Compliance (OHSC)
The National Health Amendment Act formally introduced the OHSC, an independent entity consisting of  three 
units – an inspectorate, an accreditation body and an ombudsman. The OHSC is empowered to monitor and 
enforce health standards in all health establishments throughout the country, including both private and public 
healthcare facilities.

Strategic pillar and 
strategic priorities

Organisational growth:
      Engage with government in SA and the rest of  the continent on further partnership initiatives.

Operational excellence:
      Contain costs without compromising quality; and
      Develop affordable healthcare services.

Performance
IR

SDAFS
i Refer to Health policy and regulation: SA online for information on the healthcare industry and funder regime.

Netcare has engaged the Competition Commission during the year and has made a formal submission 
on the draft ToR.

Netcare strives to remain “future fit” through an ongoing focus on improving efficiencies, which will be aided 
in the year ahead by the successful roll-out of  the SAP Industry Solution for Healthcare module (SAP ISH) 
completed on 1 August 2013.
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Industry regulations and funder regime (continued)

Key stakeholders Potential impact

      Funders
           Government
       Investors

Changes in healthcare regulation and funder regime may impact the industry landscape and competitive 
environment.

Risk mitigation Netcare continuously monitors the regulatory environment and engages with regulators regarding policy 
decisions where appropriate. This enables proactive amendments to our strategy and business model.

We have dedicated internal and external resources to research and analyse changes to healthcare policy 
and to inform the engagement with industry stakeholders.

Netcare continues to manage its cost base through a sustained focus on increasing efficiencies, product 
standardisation and reducing costs throughout the business.

We also continue to implement our strategy for identifying DSP opportunities and preparing competitive 
proposals. We review unsuccessful proposals to enable proactive amendments to the DSP strategy.

Through the Primary Care division, the Group remains well positioned to play a strategic role in the provision 
of  equitable and sustainable healthcare through the NHI.

IT strategy and development

Risk description Advancements in electronic medical records, remote patient monitoring and the increased adoption of  mobile 
medical devices and applications may have a significant impact on the demand and delivery of  healthcare in 
future. Netcare is required to apply available IT resources efficiently to maintain an appropriate balance 
between sustaining the current IT infrastructure and enabling technological advancement and innovation.

Netcare remains dependent on IT to enable critical business processes.

Strategic pillar and 
strategic priorities

Operational excellence:
 Enhance operational efficiency.

Performance The Information Systems division manages the performance of  the IT environment and IT service delivery 
through Netcare’s IT helpdesk system (Sigma).

Key stakeholders Potential impact

  Patients
  Doctors
  Funders
  Investors

IT and technological advancement have the potential to substantially impact the demand and delivery 
of healthcare.

Risk mitigation Netcare’s IT strategy applies available IT resources efficiently to maintain an appropriate balance between 
sustaining the current IT infrastructure (operational continuity and risk management) and driving technological 
advancement and innovation (value creation).

The Information Technology Steering Committee (ITSC) is an integral element in the IT governance framework 
and convenes quarterly. The ITSC has overall responsibility for recommendations and decisions regarding 
IT priorities, funding and other IT and security requirements. The ITSC provides strategic and governance 
direction for IT throughout the business.

The successful completion of  the SAP Industry Solution for Healthcare roll-out on 1 August 2013 is helping the 
Group to achieve further operational efficiencies.

Risk management report continued
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Fire and electrical safety

Risk description The appropriate operation of  the fire safety measures incorporated in Netcare facilities, including the safety 
of electrical installations.

Strategic pillar and 
strategic priorities

Physician partnerships:
  Create and maintain facilities to ensure the best clinical outcomes.

Best and safest patient care:
  Ensure patients receive the best and safest care.

Performance Emergency preparedness was evaluated as part of  the quality reviews performed during the year.

Key stakeholders Potential impact

 Patients
 Doctors
  Employees
  Government

The appropriate operation of  fire safety measures is essential to maintain business continuity and ensure 
the safety of  patients, doctors, employees and members of  the public.

Risk mitigation Netcare continues to be proactive in ensuring that facilities provide a safe and secure environment for 
patients, employees and members of  the public.

The Group has a documented and tested major incident plan that contains detailed procedures to be 
adhered to in response to a major incident. The plan is reviewed and updated at least every two years and is 
published on the Group intranet.

Emergency preparedness is evaluated as part of  annual quality reviews. The scope of  the emergency 
preparedness reviews includes written hospital-specific evacuation plans, training for disaster management 
teams and fire marshals, annual evacuation drills and inspection of  fire equipment.

Netcare maintains comprehensive insurance cover to mitigate the financial impact of  physical damage 
and interruptions to business operations.

Pandemic or infection breakout

Risk description A pandemic or widespread infection breakout that affects the public as well as healthcare institutions 
and professionals.

Strategic pillar and 
strategic priorities

Best and safest patient care:
  Ensure patients receive the best and safest care.

Performance
IR

SDAFS
i Refer to the Quality and clinical governance report: SA for information on specific clinical quality  

measures and KPIs.

Key stakeholders Potential impact

  Patients
 Doctors
 Employees
  Government
  Communities

A pandemic or widespread infection breakout could challenge the current clinical protocols designed 
to ensure business continuity and maintain quality patient care.

Risk mitigation Netcare has a documented and tested major incident plan that contains detailed procedures to be adhered 
to in response to a major incident. The major incident plan is reviewed and updated at least every two years 
and published on the Group Intranet.

We also have a Pandemic Preparedness Plan which outlines the roles, responsibilities, authorities and 
mechanisms to prevent and manage a potential pandemic or infection outbreak. The Pandemic Preparedness 
Plan is also published on the Group intranet.
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International investments – Public Private Partnership (PPP) in Lesotho

Risk description The continued operation of  the Lesotho PPP depends on the ability of  the Government of  Lesotho  
to meet its financial obligations in terms of  the agreement, in good time.

The provision of  clinical services exposes Netcare to the associated clinical risk involved with providing 
quality healthcare services.

Strategic pillar and 
strategic priorities

Organisational growth:
  Engage with government in SA and the rest of  the continent on further partnership initiatives.

Best and safest patient care:
  Ensure patients receive the best and safest care.

Performance
IR

SDAFS
i Lesotho PPP case study on page 42.

The Lesotho PPP continues to produce excellent improvements in clinical outcomes across all key 
indicators, as evidenced by the Endline Study for Queen ‘Mamohato Hospital PPP Report published on 
20 September 2013. The study was conducted by Boston State University’s Centre for Global Health and 
Development and the Lesotho Boston Health Alliance between February and May 2013, and included the 
Queen ‘Mamohato Memorial Hospital, the Gateway clinic and the three filter clinics.

The Council for Health Service Accreditation of  Southern Africa (COHSASA) completed the survey of  the Queen 
‘Mamohato Memorial Hospital (including the Gateway clinic) on 22 August 2013. The hospital achieved an 
overall score of  93% with intermediate accreditation being awarded.

Key stakeholders Potential impact

  Patients
  Doctors
  Employees
  Investors

The success of  the Lesotho PPP is critical to Netcare’s brand and reputation, and may create future growth 
and expansion opportunities to support and improve public healthcare infrastructure and delivery, while 
redressing existing healthcare inequalities.

Risk mitigation The potential financial exposure associated with the Lesotho PPP’s operations is ring-fenced to the 
partnership, with no recourse to Netcare or its South African operations.

Netcare continues to improve stakeholder relations relating to the Lesotho PPP and has formed a strong 
partnership with the Development Bank of  Southern Africa.

The PPP in Lesotho continues to focus on improving the quality of  care enabling it to produce excellent 
clinical outcomes across all indicators.

Risk management report continued
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International investments – BMI Healthcare (BMI OpCo) and General Healthcare Group PropCo 1 (GHG PropCo 1) in the UK

Risk description The UK Competition Commission published the provisional findings of  its investigation into the UK private 
healthcare market during August 2013. These findings suggested that private hospital groups in the UK have 
market power and use that power to derive excess profit. 

The trading outlook for the year ahead remains largely unchanged with continued softness expected in the 
Private Medical Insurance (PMI) and self-pay markets. This is balanced against an anticipated increase in 
National Health Service (NHS) volumes, while the prospects for significant economic recovery remain in the 
balance.

The maturity date of  the non-recourse GHG PropCo 1 debt facility, which exceeds £1.5 billion, was extended 
by three months to 15 January 2014 by mutual agreement between the relevant stakeholders. Parties continue 
to actively pursue a longer-term restructuring solution. Additionally, and subject to obtaining prior written 
consent from the designated lenders, the debt maturity date may be further extended to 15 April 2014. 
Given the changes in the property and debt markets since initial acquisition of  the properties in May 2006, 
exacerbated by the significant out-of-the-money position of  the interest rate swap, refinancing the £1.5 billion 
debt will remain a challenge.

Strategic pillar and 
strategic priorities

Organisational growth:
  Become a provider of  choice to the NHS in the UK.

Performance
IR

SDAFS
i For further information on the performance of BMI OpCo, refer to the UK Hospital division review on pages 58 to 61.

Key stakeholders Potential impact

  Employees
  Investors

The success of  BMI OpCo in the UK is critical to Netcare’s brand and reputation, and may create future 
growth and expansion opportunities through improved collaboration between private and public healthcare 
providers.

Risk mitigation BMI OpCo has constituted a sub-committee of  directors to oversee the response to the UK Competition 
Commission’s provisional findings. BMI OpCo is of  the opinion that, in reaching their assessment on 
profitability, the UK Competition Commission has made material errors that are being contested where 
appropriate. BMI OpCo has filed a successful application with the Competition Appeal Tribunal in the UK 
related to the availability and access to information and documentation used by the UK Competition 
Commission during their investigation.

The GHG PropCo 1 debt facility is ring-fenced and without recourse to Netcare or its South African operations. 
The Board of  GHG PropCo 1 and lender classes (junior, senior and swap counterparties) continue to actively 
engage in constructive discussions with a view to facilitating an orderly and consensual solution to the GHG 
PropCo 1 debt.

Financial risk management
IR

SDAFS
i Details on Netcare’s financial risk management are included in note 33 to the online annual financial statements.

Looking ahead
The Group Risk Management function will continue to enhance the risk management strategy and framework to ensure that Netcare 
continues to increase stakeholder value through achieving business objectives. Key priorities and focus areas for the 2014 financial 
year include:

  Formalise a combined assurance model for the management of  the top risks affecting the South African operations;

  Conduct a formal fraud risk assessment, which will form part of  a comprehensive fraud risk management approach aimed at 
preventing, detecting and responding to fraud; and

   Continue embedding the revised control management self  assessment process throughout the organisation.
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United Kingdom
Risks pertaining to the UK operations are identified by the Clinical Risk Committee; the Health, Safety and Non-Clinical Risk Committee; 
and by the executive management of  BMI Healthcare. A consolidated risk matrix is then reported to the UK OpCo Board and formally 
ratified twice a year. The UK risks are presented to the Netcare Group Risk Committee.

The major risks identified as being business critical for the sustainability of  the UK operations, together with the plans and processes 
to mitigate these risks, are detailed below:

Economic, political and business environment

Risk The fragile state of  the UK economy and business environment continues to adversely affect the demand 
for private healthcare services. Political focus on the NHS, its capacity constraints and the role of  the 
independent sector in healthcare provision is anticipated to grow substantively as the 2015 general  
election approaches. 

Performance Financial KPIs are monitored each month, including revenue growth by case type, cost/efficiencies  
and profitability.

IR
SDAFS

i Refer to the UK Hospital division review on pages 58 to 61 for more details on performance.

Impact Adverse impact on the demand for private healthcare services procured through PMI and direct  
patient payment.

Risk mitigation BMI Healthcare continues to monitor, analyse and forecast the impact of  the economic downturn, to enable 
proactive change to our strategy and hospital operating models.

Industry regulations

Risk Failure to comply with healthcare regulation and legislation.

Performance
IR

SDAFS
i Refer to the Health policy and regulation: UK review online for information on the UK healthcare industry.

Impact Possible prosecution if  BMI Healthcare is considered non-compliant, which – depending on the nature 
of such non-compliance – could in turn risk BMI Healthcare’s ability to continue operating one or more of  
its hospitals and adversely affect BMI Healthcare’s reputation.

Risk mitigation BMI Healthcare continuously monitors the regulatory and legislative environment, and makes proactive 
changes where required to ensure ongoing compliance.

Regulatory risk

Risk Final findings of  the UK Competition Commission inquiry into private healthcare and the associated remedies 
may have a significantly adverse impact on BMI Healthcare.

Performance The final findings are expected to be released by April 2014.

Impact The Competition Commission has significant powers to address anti-competitive behaviour.

Risk mitigation Continued compliance with competition law.

BMI Healthcare is working with external lawyers, economists and other relevant expert advisors to support the 
internal team in its response to the enquiry and in addressing the Competition Commission’s questions. This 
will ensure that BMI Healthcare has the information necessary to respond to the Competition Commission’s 
provisional findings and proposed remedies. BMI Healthcare will continue to respond robustly to any findings 
or remedies that it believes to be unfounded or disproportionate.

Risk management report continued
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Quality patient care (clinical quality)

Risk A failure to provide safe and clinically effective care.

Performance
IR

SDAFS
i Refer to the Quality and clinical governance report: UK online for information on specific clinical quality measures  

and KPIs.

Impact Failure to provide safe and high-quality patient care adversely affects BMI Healthcare’s operations, brand 
and reputation.

Risk mitigation BMI Healthcare operates within a robust clinical governance framework and has further developed its clinical 
governance processes to ensure that only the highest standards of  patient outcomes are achieved. Where 
any issues are identified, they are investigated and group-wide learning is undertaken to minimise risk of  
recurrence. In 2013, BMI Healthcare launched its new Clinical Service Strategy that focuses on the “6Cs” – 
Care, Compassion, Competence, Communication, Courage and Commitment.

Debt servicing and covenant compliance

Risk Failure to meet the requirements of  debt covenants.

Performance Compliance with all loan covenants is reported on a quarterly basis. 

IR
SDAFS

i Refer to the Chief Financial Officer’s review on page 39 for further details on debt covenants.

IR
SDAFS

i Refer to the Directors’ report in the full annual financial statements online.

Impact Failure to meet the requirements of  debt covenants would require BMI Healthcare to seek a waiver from 
lenders, and if  this was not forthcoming it could result in the need to refinance or restructure existing debt. 
This would be subject to the cost and availability of  capital that has been affected by the prevailing capital 
market conditions and interest in the wider healthcare market.

Risk mitigation BMI Healthcare refinanced its debt facilities during the year and has benefited from greater headroom under 
its debt covenants. We continue to monitor, analyse and forecast compliance with the requirements of  debt 
covenants and remains confident of  our ability to comply with debt covenants in the coming year and beyond.

Key skills shortages

Risk A failure to attract and retain the appropriate quality and number of  medical consultants, nurses and other 
employees critical to the continued success of  BMI Healthcare.

Performance
IR

SDAFS
i Refer to the Our people: UK report online for specific measures and KPIs relating to:

  Employee attraction and retention; and
  Training and development.

Impact BMI Healthcare’s future success will depend on its ability to attract and retain highly skilled and qualified 
personnel.

Risk mitigation BMI Healthcare strives to be an employer of  choice. Levels of  remuneration are benchmarked against peers.

We make a concerted effort to retain and manage our talent pool. We have introduced a number of  new 
training, recognition and management development programmes to recognise and nurture potential, and to 
acknowledge and reward good performance.

New performance management tools have also been rolled out across BMI Healthcare.

The development of  a theatre graduate training programme will continue into 2014, after a successful pilot 
in 2013.
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IT dependencies

Risk A failure of  information technology (IT) platforms could impact BMI Healthcare’s ability to meet its objectives.

Performance Measured as the number of  service-impacting outages during the year and time taken to respond and resolve 
issues, compared to the Service Level Agreement for IT services.

Impact BMI Healthcare’s IT systems need to be reliable to support clinical services and commercial objectives.

Risk mitigation BMI Healthcare has contracts in place with third parties for the delivery of  all core IT services incorporating 
telecommunications, server hosting and core application delivery.

Pressure on margins

Risk A decline in insured lives and self-pay patients, and lower margins from NHS work, are being driven by the 
current economic conditions, as well as a lag in the private healthcare market recovery more generally.

Performance Profit margins across all areas of  the business are monitored closely on a monthly basis to ensure targets 
are met. 

IR
SDAFS

i Refer to the UK Hospital division review on pages 58 to 61 for further information relating to the performance  
of BMI Healthcare.

Impact Reduced profit margins would hinder the ability of  BMI Healthcare to invest in capital expenditure, future 
growth and innovation in key clinical areas to drive quality and choice for patients.

Risk mitigation BMI Healthcare continues to focus on ensuring that its operating framework and patient pathways are as 
efficient as possible, while delivering clinical excellence. It also ensures that administrative support and 
discretionary costs are adequately controlled and appropriate.

Risk management report continued

Quality patient care (clinical quality)

Risk A failure to provide safe and clinically effective care.

Performance
IR

SDAFS
i Refer to the Quality and clinical governance report: UK online for information on specific clinical quality measures  

and KPIs.

Impact Failure to provide safe and high-quality patient care adversely affects BMI Healthcare’s operations, brand 
and reputation.

Risk mitigation BMI Healthcare operates within a robust clinical governance framework and has further developed its clinical 
governance processes to ensure that only the highest standards of  patient outcomes are achieved. Where 
any issues are identified, they are investigated and group-wide learning is undertaken to minimise risk of  
recurrence. In 2013, BMI Healthcare launched its new Clinical Service Strategy that focuses on the “6Cs” – 
Care, Compassion, Competence, Communication, Courage and Commitment.

Debt servicing and covenant compliance

Risk Failure to meet the requirements of  debt covenants.

Performance Compliance with all loan covenants is reported on a quarterly basis. 

IR
SDAFS

i Refer to the Chief Financial Officer’s review on page 39 for further details on debt covenants.

IR
SDAFS

i Refer to the Directors’ report in the full annual financial statements online.

Impact Failure to meet the requirements of  debt covenants would require BMI Healthcare to seek a waiver from 
lenders, and if  this was not forthcoming it could result in the need to refinance or restructure existing debt. 
This would be subject to the cost and availability of  capital that has been affected by the prevailing capital 
market conditions and interest in the wider healthcare market.

Risk mitigation BMI Healthcare refinanced its debt facilities during the year and has benefited from greater headroom under 
its debt covenants. We continue to monitor, analyse and forecast compliance with the requirements of  debt 
covenants and remains confident of  our ability to comply with debt covenants in the coming year and beyond.

Key skills shortages

Risk A failure to attract and retain the appropriate quality and number of  medical consultants, nurses and other 
employees critical to the continued success of  BMI Healthcare.

Performance
IR

SDAFS
i Refer to the Our people: UK report online for specific measures and KPIs relating to:

  Employee attraction and retention; and
  Training and development.

Impact BMI Healthcare’s future success will depend on its ability to attract and retain highly skilled and qualified 
personnel.

Risk mitigation BMI Healthcare strives to be an employer of  choice. Levels of  remuneration are benchmarked against peers.

We make a concerted effort to retain and manage our talent pool. We have introduced a number of  new 
training, recognition and management development programmes to recognise and nurture potential, and to 
acknowledge and reward good performance.

New performance management tools have also been rolled out across BMI Healthcare.

The development of  a theatre graduate training programme will continue into 2014, after a successful pilot 
in 2013.
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Remuneration report

Netcare’s remuneration 
philosophy is to ensure that 
employees are appropriately 
rewarded for their contribution 
to the Group’s operating and 
financial performance, in line 
with its objectives and strategy 
and with the core focus to 
retain talent at every level of  
the organisation. 

Introduction
This report details Netcare’s remuneration policy for executive 
and non-executive directors, and prescribed officers1 in 
South Africa (SA), as well as the actual payments, accruals 
and awards for the year ended 30 September 2013. The  
annual non-binding advisory vote by shareholders at the  
annual general meeting on 7 February 2014 pertains only to  
the remuneration policy outlined below. The policy has  
been enhanced since 2012 to incorporate additional 
performance metrics.

The Board delegates responsibility for the oversight of  the 
Group’s remuneration practices to the South African and 
United Kingdom (UK) Remuneration committees. 

IR
SDAFS

i For a summary of the remuneration structure in the UK,  
refer to page 99.

Remuneration Committee
The Committee meets biannually. The members of  the 
Committee for the year under review were:

 HR Levin (Chairman)

 T Brewer

 APH Jammine

 SJ Vilakazi

IR
SDAFS

i Attendance for the year is available in the full  
Corporate governance report online.

T Brewer, APH Jammine and SJ Vilakazi are independent 
non-executive directors. HR Levin is a not an independent 
non-executive director, however the Board has deemed his 
position appropriate given his extensive commercial and 

business experience, knowledge and skills. A review has been 
conducted based on consultation with external advisors and a 
detailed review of  the composition of  Board committees was 
conducted by the Nomination Committee, both of  which 
confirmed that the composition of  the Remuneration Committee 
accords with governance principles and represents no material 
conflict of  interest.

The Group Chief  Executive Officer (CEO) and the Group Human 
Resources Director attend the Remuneration Committee 
meetings by invitation and are not present when matters relating 
to their own remuneration are discussed. The Group Company 
Secretary or another approved nominee acts as the secretary 
for the Committee.

IR
SDAFS

i The role of the Committee is set out in its terms of reference, 
which can be found online at www.netcareinvestor.co.za/ 
jse_sri.php.

The Committee may appoint external consultants to obtain 
salary survey information and assist in the conduct of  any 
review. The Committee may also consult with the Company’s 
attorneys and its auditors where necessary. In addition, the 
Committee is empowered to obtain the assistance of  the Group 
Human Resources Director in obtaining relevant information.

Note that any variance or deviation from the remuneration 
policy and the application of  rules of  the incentive and 
share schemes can only be approved by the Remuneration 
Committee.

Remuneration policy
The remuneration policy aims to encourage sustainable 
performance based on a values-driven organisational culture, 
and provide incentives for employee attraction, motivation and 
retention. The demands of  the business dictate that Netcare 
should, at all times, attract and have in its employ exceptional 
individuals who perform at the highest level. Remuneration, 
reward and recognition practices play a key role to meet this 
demand, and they are inculcated in the objectives of  the 
remuneration policy outlined below. The policy ensures that 
executives are compensated according to their performance, 
which is measured in terms of  financial and strategic delivery 
as well as non-financial objectives.

The main objectives of  the remuneration policy are to:

  Recruit and retain high-quality employees to achieve 
Netcare’s strategic goals;

  Ensure that all employees are recognised and rewarded for 
their performance in a fair, equitable and consistent manner;

  Adhere to legislative and regulatory requirements relating to 
remuneration policies in SA and the UK;

  Ensure that remuneration and benefits provided to employees 
are competitive within the healthcare industry;

1  The methodology underpinning the determination of  prescribed officers was approved by the Nomination Committee in 2011/2012 and remains 
unchanged for the period under review.
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  Recognise the basic needs of  employees and ensure that compensation levels consistently address the cost of  living and inflation;

  Reward employees for achieving predetermined corporate, business unit and personal performance targets to ensure ongoing 
alignment with shareholder interests; and

  Ensure that employee costs are within budget as determined by the Group Executive Committee and are thus sustainable.

Netcare is committed to creating a strong performance culture that drives performance over and above the expectations of  
shareholders and the market in an active and responsible manner. Accordingly, incentive programmes reward individual, team and 
Group performance, and ensure alignment of  the efforts and outputs of  management with the strategic objectives of  the Group. 
Netcare’s long-term sustainability is an underlying principle in determining remuneration. The Remuneration Committee and Board 
are satisfied that the financial targets do not encourage an inappropriate level of  risk taking to achieve the performance targets set.

The remuneration policy will be subject to a non-binding advisory vote at the annual general meeting of  shareholders on  
7 February 2014. The effectiveness of  the policy is reviewed annually and forms the basis of  developing the Remuneration  
Committee’s annual work plan.

Remuneration structure
Executive remuneration
The table below summarises the different remuneration elements of  the prescribed officers, executive directors’ and Executive 
Committee members’ packages. Further details are provided on pages 97 and 98.

Summary of executive remuneration structure

Element Type Objective Basis for determination Delivery method

Guaranteed 
package

Fixed Reflects individual 
contribution and market 
value relative to role.

Based on the complexity of  the role, 
market value, the employee’s personal 
performance and contribution to 
Netcare’s overall performance.

Monthly payments in 
cash after deducting 
contributions to 
retirement funding and 
medical aid.

Short-term 
incentives

Variable Individual and Company 
performance.

Combination of  Company-specific 
financial targets, operational and 
strategic objectives, as well as 
individual performance targets. 

Annual payment in cash 
subsequent to annual 
review.

Long-term 
incentives

Variable Attracting and retaining 
executives.

Netcare Share Incentive Scheme
Equity share-based scheme with 
share options vesting in equal 
amounts over five years commencing 
on the second anniversary of  the 
grant date.

Delivered in Netcare 
shares over vesting 
period.

Variable based 
on performance 
and retention

Attracting and retaining 
executives.

Forfeitable Share Plan
Combination of  performance-based 
share awards that are fixed to clearly 
defined performance targets, which, 
if not met, result in the forfeiture of  
shares, and a retention-based award 
that serves to incentivise the executive 
to remain in the employ of  the 
Company. Consistent with the rules 
of  the scheme and the decision 
of  the Remuneration Committee, 
the split in shares is awarded in 
favour of  the performance-based 
targets as opposed to the 
retention-based awards. 

Delivered in Netcare 
shares over vesting 
period with dividends 
being earned over 
the period.

Remuneration report
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The maximum bonuses that may be earned by executives and 

senior management as a percentage of  total annual guaranteed 

package (excluding company contributions to retirement 

funding and medical aid as well as cellular phone allowances) 

are as follows:

Position
Maximum

bonus

Group CEO 75%

Executive Committee members 60%

Other executives/senior management 50%

Long-term incentives

Netcare Share Incentive Scheme
Long-term incentives are offered through participation in the 

Netcare Share Incentive Scheme, and are intended to attract 

and retain quality executives and reward improved, sustainable 

business performance to align with shareholder interest over the 

longer term. Share options granted vest in equal amounts over 

five years commencing on the second anniversary of  the grant 

date. Share options are granted at the discretion of  the 

Remuneration Committee taking into account management’s 

recommendations. 

IR
SDAFS

i
Details of the Netcare Share Incentive Scheme can be found online 
in note 36 to the Group annual financial statements. 

IR
SDAFS

i
Details of the executive directors’ and prescribed officers’ 
share options in terms of the Netcare Share Incentive Scheme 
are presented online in note 35 to the Group annual financial 
statements.

Forfeitable Share Plan
The Forfeitable Share Plan (FSP), which was adopted by 

shareholders at the annual general meeting in January 2012, 

provides benefits that are commensurate with recommended 

governance practice. The most significant benefit is the ability to 

derive dividends but not voting rights, and therefore addresses 

immediate retention risk. The FSP is also characterised by 

strictly monitored performance targets. Although it is focused on 

executives and senior management, other employees may be 

selected to participate. The number of  forfeitable shares subject 

to an FSP award made to an employee, and the mix between 

performance shares and retention shares, will primarily be 

based on the employee’s total cost to company, grade, 

performance, retention requirements and market benchmarks as 

determined by the Remuneration Committee.

Only one grant of  forfeitable share awards has been issued to 

executives and prescribed officers. The vesting of  the awards will 

occur over a three-year vesting period; a portion of  the award 

depends on meeting targets and the balance is retention based. 

If  the targets are not met, the performance portion is forfeited.

The principles relating to the prescribed targets are outlined 

below: 

  Linked to the Netcare share price and takes into account 

a minimum return over and above inflation; and

 Based on suitable stretch targets for executives.

Guaranteed package
Netcare aims to remunerate its employees at the market median 
while taking into account individual responsibilities and 
performance. Guaranteed remuneration packages are 
benchmarked against the market every three to four years. 
Guaranteed pay includes salary, employee benefits (such as 
retirement funding and medical aid contributions), Group life 
cover, funeral cover and disability insurance.

Guaranteed remuneration is reviewed annually and increases 
take effect in March. Annual increases are performance and 
market related, taking into account factors such as the 
prevailing economic conditions, inflation, Company performance 
and affordability. 

IR
SDAFS

i Details of the executive directors and prescribed officers’ 
guaranteed packages can be found on pages 97 to 98. 

Short-term incentives
Executives and senior management participate in an annual 
short-term incentive plan that delivers a cash bonus based on 
Netcare’s achievement of  financial targets and strategic and 
personal performance objectives set annually as approved by 
the Remuneration Committee.

All participating members have a detailed Balanced Scorecard 
which contains divisional, functional and individual performance 
metrics which are aligned to the strategic pillars and identified 
key areas of  focus. Individuals have to score a minimum of  60% 
in these Balanced Scorecards to be eligible for participation in 
the scheme.

Executive Committee “ExCo” members also participate in an 
ExCo Balanced Scorecard to ensure alignment across the 
operating divisions and support functions. The ExCo Scorecard 
carries a 40% weighting for all ExCo members’ potential 
incentive payments. The remaining 60% focuses on their 
individual and divisional responsibilities.

Actual incentives are linked to the performance of  the company, 
the division and the individual.

The incentive plan has a “gateway” of  an annual improvement to 
SA headline earnings per share as approved on an annual basis 
by the Remuneration Committee.

If  this gateway is achieved, the achievement against targets 
linked to the following performance metrics is measured to 
determine actual incentives:

  Earnings before interest, tax, depreciation and 
amortisation (EBITDA); 

  Patient care feedback;

  Staff  satisfaction feedback;

  Sustainability initiatives; 

  Transformation targets;

  Working capital management;

  Return on capital and net assets;

 Control environment and governance; and

  Quality metrics and outcomes.
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Directors and prescribed officers remuneration
Executive directors and prescribed officers’ emoluments
The executive directors and prescribed officers’ emoluments are disclosed in the table below.

R000
Guaranteed

 package
Short-term
 incentives1 Total

2013

Executive directors

RH Friedland2 7 230 5 169 12 399

KN Gibson 3 602 1 733 5 335

Prescribed officers

Prescribed officer A 2 854 1 237 4 091

Prescribed officer B 3 183 1 469 4 652

Prescribed officer C2 459 459

Prescribed officer E3 1 821 238 2 059

2012

Executive directors

RH Friedland 6 798 5 000 11 798

KN Gibson5 2 836 1 250 4 086

Prescribed officers4

Prescribed officer A 2 631 1 400 4 031

Prescribed officer B 2 861 1 500 4 361

Prescribed officer C 2 631 1 300 3 931

Prescribed officer D5 202 202

1  The short-term incentives include incentive bonuses paid in respect of  the previous financial year and amounts paid in terms of  the Executive Leveraged 
Bonus Scheme.

2 Until 30 November 2012.
3 Effective 1 December 2012.
4 Determined by the Nomination Committee in terms of  the Companies Act.
5 Executive director with effect 10 November 2011.

IR
SDAFS

i Further details of the executive directors’ and prescribed officers’ remuneration can be found in note 35 to the Group annual financial statements.

Remuneration report continued

and other committees. King III recommends that non-executive 
directors be paid an attendance fee and a base fee. Netcare 
has elected to pay the non-executive directors a fixed fee for 
services rendered, on the basis that the services of  directors 
extend beyond the boardroom and are therefore not confined 
to attendance at meetings only.

Non-executive directors do not qualify for participation in any 
share or incentive schemes.

The remuneration of  non-executive directors is reviewed 
annually by the Remuneration Committee and the Board and 
recommendations for increases are made to shareholders at 
the annual general meeting for consideration and approval.

The non-executive directors’ fees paid for the year ended 
30 September 2013 are shown in the table on page 98, and 
the proposed fees for the year ending 30 September 2014 
are shown in the table on page 98. A modest increase of  
approximately 6%, which is linked to inflation and consistent 
with the increasing demands faced by non-executive directors 
in respect of  personal liability and ongoing regulatory demands, 
was proposed by the Board and remains subject to shareholder 
approval in February 2014.

In the event of  termination or resignation of  an employee, the 

FSP award will be forfeited in its entirety and all rights will lapse 

immediately. However, the Remuneration Committee is entitled, 

in its sole and absolute discretion, to determine in writing that all 

or any part of  the FSP awards are not forfeited. All FSP awards 

not subsequently issued to participants will revert to the FSP.

Dilution

IR
SDAFS

i
The potential dilution that could occur if all the share options 
are implemented under the Netcare Share Incentive Scheme 
is addressed online in note 29 to the Group annual financial 
statements.

Service contracts
Executive directors are not employed on fixed-term contracts 

and have standard employment service agreements with current 

notice periods of  three months. RH Friedland is restrained from 

competing with Netcare for a six-month period should he 

terminate his employment with the Company.

Non-executive directors’ remuneration
Non-executive directors receive a fixed level of  remuneration for 

their services based on their participation in Board meetings 
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Netcare Share Incentive Scheme share options
The gains on share options exercised by directors and 
prescribed officers during the year are reflected in the 
table below.

Exercise
price

(cents)

Share
options

exercised

Market
price at

 exercise
date

(cents)

Gain on
exercise

(R000)

Executive 
directors

RH Friedland 907 2 000 000 2 310 28 060

KN Gibson 907 71 954 2 261 974 

907 124 486 2 289 1 720 

907 3 560 2 278 49 

838 56 589 2 261 805 

838 93 411 2 290 1 356 

350 000 4 904 

Prescribed 
officers

Prescribed 
officer B 907 160 000 1 750 1 349 

838 160 000 1 750 1 459 

320 000 2 808

2 670 000 35 772

IR
SDAFS

i
Details of the share options held by the directors and prescribed 
officers at 30 September 2013 are disclosed in note 35 to the 
Group annual financial statements.

Shares awarded in terms of FSP
Shares awarded to executive directors and prescribed officers 
during the year are reflected in the table below. The shares were 
granted on 13 December 2012 and become exercisable from 
13 June 2015.

Retention
shares

 granted

Perfor-
mance
shares

 granted Total

Executive directors

RH Friedland 218 529 655 586 874 115

KN Gibson 85 301  255 903 341 204

Prescribed officers

Prescribed officer A 53 352 160 057 213 409

Prescribed officer B 68 499 205 496 273 995

Prescribed officer E 38 063 114 189 152 252

463 744 1 391 231 1 854 975

IR
SDAFS

i
Further details on the FSP can be found in note 36 to the Group 
annual financial statements.

Fees paid to non-executive directors
Fees paid to non-executive directors for 2013 and 2012 were 
as follows:

R000 2013 2012

T Brewer 1 188 1 040

APH Jammine 1 060 965

JM Kahn 894  900

MJ Kuscus 1 022 870

HR Levin 938 835

KD Moroka 618 580

SJ Vilakazi 1 417 1 335

N Weltman 996 935

8 133 7 460

The table below reflects the annual fee payable to non-executive 
directors based on their chair or member status.

R000 2014 2013 2012

Board

Chairman 1 011 955 900

Member 517 490 460

Audit Committee

Chairman 169 160 150

Member 135 128 120

Remuneration 
Committee

Chairman 135 128 120

Member 96 90 85

Risk Committee

Chairman 135 128 120

Member 96 90 85

Nominations 
Committee

Chairman 135 128 120

Member 96 90 85

Social and Ethics 
Committee

Chairman 135 128 120

Member 96 90 85

Quality Leadership 
Committee

Chairman 169 159 150

Member 135 127 120

Payable per meeting

Ad hoc committees 34 32 30

Remuneration report continued
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The maximum bonuses that can be earned by executives and 
management as a percentage of  total guaranteed package, 
excluding company contributions to retirement funding and 
medical insurance, are as follows:

Position
Maximum

bonus

CEO 75%

 CFO and managing directors 50%

Leadership team members 
(including Executive Committee) 45%

Long-term incentives
A new cash-based long-term incentive scheme to incorporate 
senior leadership in the UK was approved by the Remuneration 
Committee in the prior year. The scheme is designed to reward 
achievement of  certain targets over a three-year period and to 
retain key employees in the business. Amounts are accrued into 
the scheme over the three-year period if  financial performance 
permits under scheme rules. These amounts are then payable in 
cash to the members of  the scheme at the end of  the three-year 
period if  they remain an employee at that time. The payments 
are made based broadly on the remuneration of  the individual 
and their period of  employment during the three year scheme.

Summary of UK remuneration structure 
The UK Remuneration Committee is currently chaired by Peter 
Warrener. The Committee reviews and sets BMI Healthcare’s 
remuneration strategy, salary and benefit levels across the 
Company to ensure competitiveness of  remuneration. It also 
monitors the management of  equity arrangements in place.

The remuneration elements in the UK consist of  the following:

Guaranteed package
BMI Healthcare aims to remunerate its employees at a fair 
market rate while taking into account individual responsibilities 
and performance. Basic remuneration packages are 
benchmarked against the market (including NHS remuneration) 
periodically. Basic remuneration includes salary, employee 
benefits (such as car allowances, pension contributions and 
private health cover), life cover, and critical illness cover.

Basic remuneration is reviewed annually and increases take 
effect in October. Annual increases are performance and 
market related, taking into account factors such as the 
prevailing economic conditions, inflation, Company performance 
and affordability.

Short-term incentives
Executives and senior management participate in an annual 
short-term incentive plan that delivers a cash bonus based 
on BMI Healthcare’s achievement of  financial targets and on 
team and personal performance objectives set annually. The 
incentive plan is activated on the achievement of  certain 
financial targets. Once this is achieved, payment levels are 
determined by the achievement of  team and personal objectives 
for the year. The Remuneration Committee approves the overall 
payment level for BMI Healthcare.

Remuneration report continued
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Abridged Group annual financial statements

These abridged Group annual financial statements comprise a summary of  the complete audited Group annual financial statements 
for the year ended 30 September 2013 that were approved by the Netcare Board on 15 November 2013. The abridged Group annual 
financial statements do not contain sufficient information to allow for a complete understanding of  the results of  the Group, as would be 
provided in the complete audited Group annual financial statements. The audited Group annual financial statements have been 
prepared under the supervision of  KN Gibson CA(SA), Chief  Financial Officer of  Netcare Limited.

IR
SDAFS

i A copy of the complete audited Group annual financial statements is available at www.netcareinvestor.co.za/reports/ar_2013.

The abridged Group annual financial statements consists of:

  Group income statement;

  Group statement of  comprehensive income;

  Group statement of  financial position;

  Group statement of  cash flows;

  Condensed Group statement of  changes in equity; and

  Condensed notes to the abridged Group annual financial statements

Basis of preparation and accounting policies
The annual financial statements from which these abridged financial statements have been derived, have been prepared in accordance 
with International Financial Reporting Standards (IFRS), SAICA Financial Reporting Guides, the Listings Requirements of  the JSE 
Limited and the South African Companies Act No 71 of  2008.

The abridged annual financial statements are presented in South African Rand (ZAR), the functional currency of  the Group and all 
amounts are rounded to the nearest million, except when otherwise indicated. They are prepared on the historical cost basis, except 
for the following material items included in the statement of  financial position that are measured as described below:

   Derivative financial instruments are measured at fair value; and

   Post-retirement benefit obligations are measured in terms of  the projected unit credit method.

The accounting policies applied in the preparation of  these abridged annual financial statements are consistent with those applied in 
the audited annual financial statements for the year ended 30 September 2012, except for the adoption of  amendments arising from the 
Annual Improvements to IFRS – 2009 to 2011 Cycle, which have been adopted ahead of  the effective date.

The directors consider it appropriate to adopt the going concern basis in preparing the Group annual financial statements.

Independent report of the auditors
These abridged Group annual financial statements for the year ended 30 September 2013 have been extracted from the complete 
audited Group annual financial statements on which the auditors, Grant Thornton have expressed an unqualified audit opinion. 

for the year ended 30 September 2013
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Group income statement

Rm Notes 2013

Total before 
exceptional 

items 
2012

GHG PropCo 1 
exceptional 

items 
2012

Reported 
2012

CONTINUING OPERATIONS

Revenue 27 801 25 174 25 174 

Cost of  sales (15 746) (14 567) (14 567)

Gross profit 12 055 10 607 10 607 

Other income 306 288 288 

Administrative and other expenses (9 301) (7 083) (7 083)

Operating profit before items listed below 3 060 3 812 3 812 

Impairment of  goodwill (10 773) (10 773)

Profit on deconsolidation* 3 257 

Operating profit/(loss) 2 6 317 3 812 (10 773) (6 961)

Investment income 3 351 231 231 

Financial expenses 4 (756) (1 993) (1 993)

Other financial losses – net 5 (193) (73) (2 960) (3 033)

Attributable earnings of  associates 58 27 27 

Profit/(loss) before taxation 5 777 2 004 (13 733) (11 729)

Taxation 6 (673) (289) 2 305 2 016 

Profit/(loss) for the year from continuing operations 5 104 1 715 (11 428) (9 713)

DISCONTINUED OPERATIONS

Profit for the year from discontinued operations 7 413 413 

Profit/(loss) for the year 5 104 2 128 (11 428) (9 300)

Attributable to:

Owners of  the parent 5 093 1 825 (6 060) (4 235)

  Continuing operations 5 093 1 606 (6 060) (4 454)

  Discontinued operations 219 219 

Preference shareholders 47 46 46 

Profit/(loss) attributable to shareholders 5 140 1 871 (6 060) (4 189)

Non-controlling interest (36) 257 (5 368) (5 111)

 Continuing operations (36) 63 (5 368) (5 305)

 Discontinued operations 194 194 

5 104 2 128 (11 428) (9 300)

Earnings/(loss) per share (cents)

Basic 8 384.9 (323.8)

  Continuing operations 384.9 (340.5)

  Discontinued operations 16.7 

Diluted 8 375.8 (317.9)

  Continuing operations 375.8 (334.3)

  Discontinued operations 16.4 

* Profit on deconsolidation of  the GHG Property Businesses. Refer to note 12 for more detail.

for the year ended 30 September
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Group statement of comprehensive income

Rm 2013 2012

Profit/(loss) for the year 5 104 (9 300)

Items that may not subsequently be reclassified to profit or loss 191 1 

Actuarial losses on defined benefit schemes (103) (11)

Effect of  translation of  foreign entities – Deconsolidation of  GHG Property Businesses 274 

Taxation on items that may not subsequently be reclassified to profit or loss 20 12 

Items that may subsequently be reclassified to profit or loss 3 559 1 171 

Effect of  cash flow hedge accounting 3 108 1 246 

  Deconsolidation of  GHG Property Businesses 2 473 

  Change in the fair value of  cash flow hedges 177 (38)

  Reclassification of  the cash flow hedge accounting reserve 458 1 284 

Effect of  translation of  foreign entities 520 311 

  Deconsolidation of  GHG Property Businesses 310 

  Other 210 311 

Taxation on items that may subsequently be reclassified to profit or loss (69) (386)

Other comprehensive income for the year 3 750 1 172 

Total comprehensive income/(loss) for the year 8 854 (8 128)

Attributable to:

Owners of  the parent 7 139 (3 602)

  Continuing operations 7 139 (3 821)

  Discontinued operations  219 

Preference shareholders 47 46 

Non-controlling interest 1 668 (4 572)

  Continuing operations 1 668 (4 766)

  Discontinued operations  194 

8 854 (8 128)

for the year ended 30 September
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Group statement of financial position

Rm Notes 2013 2012

ASSETS

Non-current assets

Property, plant and equipment 10 487 27 678 

Goodwill 3 484 5 099 

Intangible assets 389 327 

Associated companies, loans and receivables 9 1 552 1 132 

Financial asset – Derivative financial instruments 10 49 

Deferred taxation 1 225 2 730 

Total non-current assets 17 186 36 966 

Current assets

Loans and receivables 9 34 80 

Financial asset – Derivative financial instruments 10 9 

Inventories 920 817 

Trade and other receivables 4 073 3 419 

Taxation receivable 20 25 

Cash and cash equivalents 1 686 2 906 

Total current assets 6 733 7 256 

Total assets 23 919 44 222 

EQUITY AND LIABILITIES

Capital and reserves

Ordinary share capital and premium 934 720 

Treasury shares (766) (654)

Other reserves 2 146 509 

Retained earnings 4 846 427 

Equity attributable to owners of  the parent 7 160 1 002 

Preference share capital and premium 644 644 

Non-controlling interest 2 628 (2 666)

Total shareholders’ equity 10 432 (1 020)

Non-current liabilities

Long-term debt 11 5 293 27 015 

Financial liability – Derivative financial instruments 10 8 7 433 

Post-retirement benefit obligations 229 213 

Deferred lease liability 71 63 

Deferred taxation 1 129 3 530 

Provisions 97 61 

Total non-current liabilities 6 827 38 315 

Current liabilities

Trade and other payables 5 145 4 342 

Short-term debt 11 1 147 1 938 

Taxation payable 251 210 

Bank overdrafts 117 437 

Total current liabilities 6 660 6 927 

Total equity and liabilities 23 919 44 222 

as at 30 September
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Group statement of cash flows

Rm Notes 2013 2012

Cash flows from operating activities

Cash received from customers 27 613 25 401 

Cash paid to suppliers and employees (23 771) (20 208)

Cash generated from operations 3 842 5 193 

Interest paid (812) (1 976)

 Continuing operations (812) (1 959)

 Discontinued operations (17)

Taxation paid (749) (740)

 Continuing operations (749) (720)

 Discontinued operations (20)

Ordinary dividends paid by subsidiaries (3) (4)

Ordinary dividends paid (813) (694)

Preference dividends paid (47) (46)

Distributions to beneficiaries of  the HPFL trusts (66) (43)

Net cash from operating activities 1 352 1 690 

 Continuing operations 1 352 1 646 

 Discontinued operations 44 

Cash flows from investing activities

Purchase of  property, plant and equipment (1 373) (1 365)

 Continuing operations (1 373) (1 354)

 Discontinued operations (11)

Proceeds on disposal of  property, plant and equipment 15 52 

Additions to intangible assets (37) (30)

Decrease/(increase) in investments and loans 333 (522)

Proceeds from financial assets 5 

Increase in equity interest in subsidiaries (172) (32)

Interest received 249 162 

Dividends received 2 

Proceeds from disposal of  businesses 12 309 

Net cash from investing activities (978) (1 426)

 Continuing operations (978) (1 416)

 Discontinued operations (10)

Cash flows from financing activities

Proceeds from issue of  ordinary shares 94 105 

Proceeds on disposal of  treasury shares 36 129 

Long-term debt (repaid)/raised (303) 565 

Short-term debt repaid (1 067) (503)

Settlement of  derivatives (120)

Net cash from financing activities (1 360) 296 

Net (decrease)/increase in cash and cash equivalents (986) 560 

Translation effects on cash and cash equivalents of  foreign entities 146 131 

Cash and cash equivalents at the beginning of  the year 2 469 1 805 

Cash and cash equivalents of  businesses deconsolidated/disposed (60) (27)

Cash and cash equivalents at the end of the year 1 569 2 469 

for the year ended 30 September
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Rm

Ordinary
share

capital and
premium 

Treasury
shares 

Cash flow
hedge

accounting
reserve

Foreign
currency

translation
reserve

Other
reserves

Retained
earnings

Equity
attributable

to owners
of  the parent

Preference
share

capital and
premium

Non-
controlling

interest

Total
shareholders’

equity

Balance at 30 September 2011 615 (714) (2 091) 1 111 697 5 537 5 155 644 1 886 7 685 

Shares issued during the year 105 105 105 

Sale of  treasury shares 60 57 117 117 

Share-based payment reserve movements 22 22 22 

Income tax recognised in equity (12) (12) (12)

Deferred tax recognised in equity 31 31 31 

Preference dividends paid (46) (46)

Dividends paid (694) (694) (4) (698)

Distributions to beneficiaries of  the HPFL trusts (83) (83) (83)

Other reserve movements 135 (135)

Disposal of  subsidiaries 3 3 

Increase in equity interest in subsidiaries (37) (37) 21 (16)

Total comprehensive loss for the year 456 179 (4 237) (3 602) 46 (4 572) (8 128)

Balance at 30 September 2012 720 (654) (1 635) 1 290 854 427 1 002 644 (2 666) (1 020)

Shares issued during the year 214 (120) 94 94 

Sale of  treasury shares 8 22 30 30 

Share-based payment reserve movements 36 36 36 

Income tax recognised in equity 38 38 38 

Deferred tax recognised in equity (9) (9) (9)

Dividend withholding tax (8) (8) (8)

Preference dividends paid (47) (47)

Dividends paid (813) (813) (3) (816)

Distributions to beneficiaries of  the HPFL trusts (66) (66) (66)

Other reserve movements (523) 523 

Increase in equity interest in subsidiaries (6) 37 1 (41) (9) (168) (177)

Deconsolidation of  GHG Property Businesses (274) (274) 3 797 3 523 

Total comprehensive income for the year 1 641 451 5 047 7 139 47 1 668 8 854 

  Deconsolidation of  GHG Property Businesses 1 311 310 3 257 4 878 1 436 6 314 

  Other movements 330 141 1 790 2 261 47 232 2 540 

Balance at 30 September 2013 934 (766)  1 778 368 4 846 7 160 644 2 628 10 432 

Condensed Group statement of changes in equity

as at 30 September
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Rm

Ordinary
share

capital and
premium 

Treasury
shares 

Cash flow
hedge

accounting
reserve

Foreign
currency

translation
reserve

Other
reserves

Retained
earnings

Equity
attributable

to owners
of  the parent

Preference
share

capital and
premium

Non-
controlling

interest

Total
shareholders’

equity

Balance at 30 September 2011 615 (714) (2 091) 1 111 697 5 537 5 155 644 1 886 7 685 

Shares issued during the year 105 105 105 

Sale of  treasury shares 60 57 117 117 

Share-based payment reserve movements 22 22 22 

Income tax recognised in equity (12) (12) (12)

Deferred tax recognised in equity 31 31 31 

Preference dividends paid (46) (46)

Dividends paid (694) (694) (4) (698)

Distributions to beneficiaries of  the HPFL trusts (83) (83) (83)

Other reserve movements 135 (135)

Disposal of  subsidiaries 3 3 

Increase in equity interest in subsidiaries (37) (37) 21 (16)

Total comprehensive loss for the year 456 179 (4 237) (3 602) 46 (4 572) (8 128)

Balance at 30 September 2012 720 (654) (1 635) 1 290 854 427 1 002 644 (2 666) (1 020)

Shares issued during the year 214 (120) 94 94 

Sale of  treasury shares 8 22 30 30 

Share-based payment reserve movements 36 36 36 

Income tax recognised in equity 38 38 38 

Deferred tax recognised in equity (9) (9) (9)

Dividend withholding tax (8) (8) (8)

Preference dividends paid (47) (47)

Dividends paid (813) (813) (3) (816)

Distributions to beneficiaries of  the HPFL trusts (66) (66) (66)

Other reserve movements (523) 523 

Increase in equity interest in subsidiaries (6) 37 1 (41) (9) (168) (177)

Deconsolidation of  GHG Property Businesses (274) (274) 3 797 3 523 

Total comprehensive income for the year 1 641 451 5 047 7 139 47 1 668 8 854 

  Deconsolidation of  GHG Property Businesses 1 311 310 3 257 4 878 1 436 6 314 

  Other movements 330 141 1 790 2 261 47 232 2 540 

Balance at 30 September 2013 934 (766)  1 778 368 4 846 7 160 644 2 628 10 432 

Condensed Group statement of changes in equity
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1. Condensed segment report

Rm

South Africa United Kingdom

Hospital and
 Emergency

 services
Primary

Care Total BMI OpCo

GHG
Property

Businesses

Adjustments
and

eliminations Total Group 

20131

Income Statement

External revenue 14 354 1 163 15 517 12 284 12 284 27 801 

Inter-segment revenue 275 (275)

  GHG PropCo 1 rent 264 (264)

  GHG PropCo 2 rent 11 (11)

Revenue 14 354 1 163 15 517 12 284 275 (275) 12 284 27 801 

EBITDA 3 164 82 3 246 652 274 3 257 4 183 7 429 

  EBITDA before profit on deconsolidation 3 164 82 3 246 652 274 926 4 172 

  EBITDA before capital items and profit on deconsolidation 3 158 83 3 241 658 274 932 4 173 

  Capital items 6 (1) 5 (6) (6) (1)

  Profit on deconsolidation2 3 257 3 257 3 257 

Operating profit 2 705 48 2 753 (20) 227 3 357 3 564 6 317 

  Operating profit before profit on deconsolidation 2 705 48 2 753 (20) 227 100 307 3 060 

   Operating profit before capital items and profit on deconsolidation 2 699 49 2 748 (14) 227 100 313 3 061 

  Capital items 6 (1) 5 (6) (6) (1)

  Profit on deconsolidation2 3 257 3 257 3 257 

Segment assets and liabilities

Total assets 12 546 11 373 23 919 

Total liabilities (6 802) (6 685) (13 487)

20123

Income Statement

External revenue 13 219 1 388 14 607 10 567 10 567 25 174 

Inter-segment revenue 1 699 (1 699)

  GHG PropCo 1 rent 1 621 (1 621)

  GHG PropCo 2 rent 78 (78)

Revenue 13 219 1 388 14 607 10 567 1 699 (1 699) 10 567 25 174 

EBITDA 2 826 82 2 908 537 (3 310) (5 772) (8 545) (5 637)

  EBITDA before impairment of  goodwill 2 826 82 2 908 537 (3 310) 5 001 2 228 5 136 

  EBITDA before capital items and impairment of  goodwill 2 818 83 2 901 542 1 691 2 233 5 134 

  Capital items 8 (1) 7 (5) (5 001)4 5 001 (5) 2 

  Impairment of  goodwill (10 773) (10 773) (10 773)

Operating profit/(loss) 2 417 51 2 468 (113) (3 868) (5 448) (9 429) (6 961)

  Operating profit/(loss) before impairment of  goodwill 2 417 51 2 468 (113) (3 868) 5 325 1 344 3 812 

   Operating profit/(loss) before capital items  
and impairment of  goodwill 2 409 52 2 461 (108) 1 133 324 1 349 3 810 

  Capital items 8 (1) 7 (5) (5 001)4 5 001 (5) 2 

  Impairment of  goodwill (10 773) (10 773) (10 773)

Segment assets and liabilities

Total assets 11 899 32 323 44 222 

Total liabilities (7 331) (37 911) (45 242)

Notes:
1   The results of  the GHG Property Businesses are included until 16 November 2012 when they were deconsolidated. Refer to note 12 for more detail.
2 Profit on deconsolidation of  the GHG Property Businesses.
3 The segment report excludes the results of  Care and Transform in the UK which were treated as discontinued operations in 2012.
4 This relates to the impairment of  the carrying value of  land and buildings in GHG PropCo 1, which was reversed on consolidation.

Condensed notes to the abridged Group annual 
financial statements

for the year ended 30 September
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1. Condensed segment report

Rm

South Africa United Kingdom

Hospital and
 Emergency

 services
Primary

Care Total BMI OpCo

GHG
Property

Businesses

Adjustments
and

eliminations Total Group 

20131

Income Statement

External revenue 14 354 1 163 15 517 12 284 12 284 27 801 

Inter-segment revenue 275 (275)

  GHG PropCo 1 rent 264 (264)

  GHG PropCo 2 rent 11 (11)

Revenue 14 354 1 163 15 517 12 284 275 (275) 12 284 27 801 

EBITDA 3 164 82 3 246 652 274 3 257 4 183 7 429 

  EBITDA before profit on deconsolidation 3 164 82 3 246 652 274 926 4 172 

  EBITDA before capital items and profit on deconsolidation 3 158 83 3 241 658 274 932 4 173 

  Capital items 6 (1) 5 (6) (6) (1)

  Profit on deconsolidation2 3 257 3 257 3 257 

Operating profit 2 705 48 2 753 (20) 227 3 357 3 564 6 317 

  Operating profit before profit on deconsolidation 2 705 48 2 753 (20) 227 100 307 3 060 

   Operating profit before capital items and profit on deconsolidation 2 699 49 2 748 (14) 227 100 313 3 061 

  Capital items 6 (1) 5 (6) (6) (1)

  Profit on deconsolidation2 3 257 3 257 3 257 

Segment assets and liabilities

Total assets 12 546 11 373 23 919 

Total liabilities (6 802) (6 685) (13 487)

20123

Income Statement

External revenue 13 219 1 388 14 607 10 567 10 567 25 174 

Inter-segment revenue 1 699 (1 699)

  GHG PropCo 1 rent 1 621 (1 621)

  GHG PropCo 2 rent 78 (78)

Revenue 13 219 1 388 14 607 10 567 1 699 (1 699) 10 567 25 174 

EBITDA 2 826 82 2 908 537 (3 310) (5 772) (8 545) (5 637)

  EBITDA before impairment of  goodwill 2 826 82 2 908 537 (3 310) 5 001 2 228 5 136 

  EBITDA before capital items and impairment of  goodwill 2 818 83 2 901 542 1 691 2 233 5 134 

  Capital items 8 (1) 7 (5) (5 001)4 5 001 (5) 2 

  Impairment of  goodwill (10 773) (10 773) (10 773)

Operating profit/(loss) 2 417 51 2 468 (113) (3 868) (5 448) (9 429) (6 961)

  Operating profit/(loss) before impairment of  goodwill 2 417 51 2 468 (113) (3 868) 5 325 1 344 3 812 

   Operating profit/(loss) before capital items  
and impairment of  goodwill 2 409 52 2 461 (108) 1 133 324 1 349 3 810 

  Capital items 8 (1) 7 (5) (5 001)4 5 001 (5) 2 

  Impairment of  goodwill (10 773) (10 773) (10 773)

Segment assets and liabilities

Total assets 11 899 32 323 44 222 

Total liabilities (7 331) (37 911) (45 242)

Notes:
1   The results of  the GHG Property Businesses are included until 16 November 2012 when they were deconsolidated. Refer to note 12 for more detail.
2 Profit on deconsolidation of  the GHG Property Businesses.
3 The segment report excludes the results of  Care and Transform in the UK which were treated as discontinued operations in 2012.
4 This relates to the impairment of  the carrying value of  land and buildings in GHG PropCo 1, which was reversed on consolidation.

Condensed notes to the abridged Group annual 
financial statements
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Condensed notes to the abridged Group annual  
financial statements continued

Rm 2013 2012

2. Operating profit/(loss)
After charging:

Depreciation and amortisation 1 112 1 324 

  GHG Property Businesses 47 337 

  Other 1 065 987 

Impairment of  goodwill 10 773 

Operating lease charges 2 270 527 

  GHG Property Businesses 1 719 

  Other 551 527 

After crediting:

Profit on deconsolidation 3 257 

3. Investment income
Expected return on retirement benefit plan assets 116 46 

Interest on bank accounts and other 235 185 

351 231 

4. Financial expenses
Amortisation of  arrangement fees (23) (104)

  GHG Property Businesses (11) (77)

  Other (12) (27)

Interest on bank loans and other (401) (1 566)

  GHG Property Businesses (185) (1 309)

  Other (216) (257)

Interest on preference shares classified as debt (2)

Interest on promissory notes (255) (255)

Retirement benefit plan interest cost (77) (66)

(756) (1 993)

5. Other financial losses – net
Amount reclassified from the cash flow hedge accounting reserve (224) (1 343)

  GHG Property Businesses (118) (1 345)

  Other (106) 2 

Fair value (losses)/gains on derivative financial assets (4) 4 

Fair value gains/(losses) on inflation rate swaps 44 (16)

Fair value gains/(losses) on interest rate swaps 3 (1 598)

  GHG Property Businesses 25 (1 598)

  Other (22)

Ineffectiveness (losses)/gains on cash flow hedges (12) (80)

  GHG Property Businesses (95)

  Other (12) 15 

(193) (3 033)

for the year ended 30 September
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Condensed notes to the abridged Group annual  
financial statements continued

Rm 2013 2012

6. Taxation
South African normal and deferred taxation

  Current year (750) (637)

  Prior years (2) 3 

  Capital gains tax (1)

(752) (635)

Foreign normal and deferred taxation

Current year (52) 2 363 

  GHG Property Businesses 2 310 

  Other (52) 53 

Prior years 111 (2)

Rate change 20 337 

  GHG Property Businesses 319 

  Other 20 18 

79 2 698 

Secondary tax on companies (STC) (47)

Total taxation per the income statement (673) 2 016 

The 2013 prior year foreign taxation adjustment included an amount of  R103 million related to a change in the deferred 
taxation treatment of  subsequent additions to non-qualifying property, plant and equipment that was initially acquired through 
business acquisitions.

7. Discontinued operations
Care
Effective 16 June 2012, the Group disposed of  Care Fertility Group Limited (Care), which formed part of  the UK operating 
segment. Care represented a separate major line of  business being the Group’s only specialist fertility service provider.

Transform
The Group held a 42.5% equity interest in Health and Surgical Holdings Limited (Transform) with an option to acquire a further 
42.5% interest. During July 2012, the Group formally waived the option to purchase a controlling stake in Transform resulting in 
the disposal of  a subsidiary and acquisition of  an associate. The Group also resolved to dispose of  its remaining interest in 
Transform, which formed part of  the UK reportable segment. Transform represented a separate major line of  business as it 
specialised in low cost cosmetic surgery and related services and was classified as an associate held for sale. The sale was 
concluded on 28 March 2013. 

The results and cash flows of  the discontinued operations included in the consolidated income statement and statement of  cash 
flows, are set out below.

Rm Care Transform Total

Year ended 30 September 2012

Revenue 187 370 557 

Administrative and other expenses (140) (386) (526)

Operating profit/(loss) 47 (16) 31 

Net financial income/(expenses) 1 (17) (16)

Profit/(loss) before taxation 48 (33) 15 

Taxation (13) (13)

Profit/(loss) for the year before profit on disposal 35 (33) 2 

Profit on disposal of  discontinued operations, net of  tax 365 46 411 

Profit for the year from discontinued operations 400 13 413 

Cash flows from operating activities 17 27 44 

Cash flows from investing activities (3) (7) (10)
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Cents 2013 2012

8. Earnings per share
Basic earnings/(loss) per share 384.9 (323.8)

  Continuing operations 384.9 (340.5)

  Discontinued operations 16.7 

Diluted earnings/(loss) per share 375.8 (317.9)

  Continuing operations 375.8 (334.3)

  Discontinued operations 16.4 

Headline earnings per share 138.4 95.3 

  Continuing operations 138.4 95.2 

  Discontinued operations 0.1 

Diluted headline earnings per share 135.1 93.6 

  Continuing operations 135.1 93.5 

  Discontinued operations 0.1 

Adjusted headline earnings per share 142.0 113.3 

  Continuing operations 142.0 113.2 

  Discontinued operations 0.1 

Million

Weighted average number of ordinary shares

The weighted average number of  ordinary shares used in the calculations is as follows:

Weighted average number of  shares 1 322 1 308 

Potential dilutive effect of  employee share options and HPFL trust units 32 24 

Diluted weighted average number of shares 1 354 1 332 

Rm

Basic earnings per share

The earnings used in the calculation of  basic earnings per share is as follows:

Profit/(loss) for the year from continuing operations 5 104 (9 713)

Less:

  Dividends paid on shares attributable to the Forfeitable Share Plan (4)

  Preference shareholders (47) (46)

  Non-controlling interest 36 5 305 

Earnings/(loss) used in the calculation of basic earnings per share 
from continuing operations 5 089 (4 454)

Profit for the year from discontinued operations 413 

Less:

  Non-controlling interest (194)

Earnings used in the calculation of basic earnings per share from 
discontinued operations 219 

Profit/(loss) attributable to owners of the parent 5 089 (4 235)

Condensed notes to the abridged Group annual  
financial statements continued

for the year ended 30 September
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Rm 2013 2012

8. Earnings per share continued
Headline earnings 

Headline earnings are determined as follows:

Earnings/(loss) used in the calculation of basic earnings per share 
from continuing operations 5 089 (4 454)

Adjusted for:

  Impairment of  goodwill 10 773 

  Profit on deconsolidation (3 257)

  Loss/(profit) on disposal of  property, plant and equipment 10 (17)

  Reversal of  impairment of  property, plant and equipment (9)

  Loss on disposal of  subsidiaries 3 

  Tax effect of  headline adjusting items (2) 1 

  Non-controlling share of  headline adjusting items (2) (5 060)

Headline earnings from continuing operations 1 829 1 246 

Profit used in the calculation of basic earnings per share 
from discontinued operations 219 

Adjusted for:

  Profit on disposal of  discontinued operations (411)

  Non-controlling share of  headline adjusting items 193 

Headline earnings from discontinued operations 1 

Headline earnings 1 829 1 247 

Adjusted headline earnings

Adjusted headline earnings are determined as follows:

Headline earnings 1 829 1 247 

Adjusted for:

  Amount reclassified from the cash flow hedge accounting reserve 224 1 362 

  Fair value (gains)/losses on derivative financial instruments (43) 1 614 

  Ineffectiveness losses on cash flow hedges 12 80 

  Impairment of  loans and other 22 

  Reduction in UK statutory tax rate (20) (337)

  Deferred tax relating to the change in measurement basis of  UK properties (1 727)

  Deferred tax adjustment relating to prior periods (103)

  Fees related to UK debt refinancing 41 

  Tax effect of  adjusting items (19) (583)

  Non-controlling share of  adjusting items (44) (196)

Adjusted headline earnings 1 877 1 482 

9. Associated companies, loans and receivables
Non-current

Associated companies 628 486 

Loans and receivables 924 646 

1 552 1 132 

Current

Loans and receivables 34 80 

1 586 1 212 

Included in loans and receivables is an investment of  R855 million (September 2012: R658 million) relating to the acquisition of  a 
contractual economic interest in the debt of  the BMI OpCo.

Condensed notes to the abridged Group annual  
financial statements continued
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Rm 2013 2012

10. Derivative financial instruments
Derivative financial assets

European style call options

South African Rand 9 

Interest rate swaps

South African Rand 21 

Inflation rate swaps

Foreign currency 28 

49 9 

Included in:

Non-current assets 49 

Current assets 9 

49 9 

Derivative financial liabilities

Interest rate swaps

South African Rand 5 29 

Foreign currency 7 387 

  GHG Property Businesses 7 273 

  BMI OpCo 114 

5 7 416 

Inflation rate swaps

South African Rand 17 

Foreign currency 3 

8 7 433 

Included in:

Non-current liabilities 8 7 433 

11. Debt
Long-term debt 5 293 27 015 

Short-term debt 1 147 1 938 

Total debt 6 440 28 953 

Maturity profile

Rm Total < 1 year 1 – 2 years 2 – 3 years 3 – 4 years > 4 years

2013

Debt in South African Rand 3 903 1 098 1 177 1 011 8 609 

Debt in foreign currency 2 537 49 422 400 355 1 311 

6 440 1 147 1 599 1 411 363 1 920 

2012

Debt in South African Rand 3 975 1 020 747 1 178 1 011 19 

Debt in foreign currency 24 978 918 21 277 1 661 1 101 21 

  GHG Property Businesses 21 808 625 20 633 550 

  Other 3 170 293 644 1 111 1 101 21 

28 953 1 938 22 024 2 839 2 112 40 

Condensed notes to the abridged Group annual  
financial statements continued

for the year ended 30 September
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12. Disposal of businesses
The 2013 disposal of  businesses relates to the deconsolidation of  GHG PropCo 1 and GHG PropCo 2 (collectively the 
“GHG Property Businesses”). After evaluating the overall factors of  control, including a decision to sell down Netcare’s interests 
in GHG PropCo 1 to 50.0%, the GHG Property Businesses have been deconsolidated with effect from 16 November 2012. 
The GHG Property Businesses were consolidated for the first one-and-a-half  months of  the 2013 financial year, and thereafter 
they are equity accounted as Netcare continues to exercise significant influence. The 2013 results include a profit on 
deconsolidation of  R3 257 million. 

The carrying amounts of  assets and liabilities included in the disposal of  businesses are summarised as follows:

Rm 2013 2012

Property, plant and equipment 18 935 210 

Goodwill 2 252 75 

Investments and loans (83) 1 

Current assets 77 84 

Cash flow hedge accounting reserve 1 311 2 

Foreign currency translation reserve 310 

Debt (22 607) (263)

Financial liability – Derivative financial instruments (7 606)

Deferred taxation (901) (34)

Current liabilities 36 (202)

Net assets disposed (8 276) (127)

Non-controlling interest 4 959 1 

Profit on deconsolidation/disposal 3 257 408 

Cash and cash equivalents of  businesses deconsolidated/disposed 60 27 

Proceeds from disposal of businesses 309 

Comprising:

Care Fertility Group Limited 306 

Netcare Parklands Linac Joint Venture Proprietary Limited 3 

309 

13. Commitments
Capital commitments 1 934 767 

  South Africa 1 795 505 

  United Kingdom 139 262 

Operating lease commitments 45 734 5 802 

  South Africa 1 380 1 387 

  United Kingdom 44 354 4 415 

 GHG Property Businesses 38 264 

 Other 6 090 4 415 

14. Contingent liabilities 
South Africa 481 556 

Condensed notes to the abridged Group annual  
financial statements continued
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Headline earnings
This comprises the earnings attributable to owners of  the 
parent after adjusting for specific re-measurements as defined 
in Circular 2/2013 issued by the South African Institute of  
Chartered Accountants.

Interest cover
Operating profit divided by net interest paid.

Net debt
Long-term debt, short-term debt and bank overdrafts net  
of  cash and cash equivalents.

Net debt to EBITDA
Net debt divided by EBITDA.

An explanation of  some of  the terms and abbreviations used in this annual integrated report is shown below.  

Glossary

Financial definitions
Capital items
Capital items includes items such as the impairment of  goodwill, 
impairment of  investments and loans, impairment of  property, 
plant and equipment, profit/loss on disposal of  property, plant 
and equipment, and profit/loss on disposal of  subsidiaries. 

EBITDA
Earnings before interest, taxation, depreciation  
and amortisation.

EBITDA margin
EBITDA expressed as a percentage of  revenue.

Effective tax rate
Taxation expressed as a percentage of  profit before taxation.
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Acronyms and non-financial definitions
ACI
African, Coloured and Indian

B-BBEE
Broad-based Black Economic Empowerment

BEE
Black Economic Empowerment

BMI OpCo
Operating business forming part of  General Healthcare Group 
in the United Kingdom

CMS
Council for Medical Schemes

CSI
Corporate social investment

DoH
Department of  Health (South Africa)

EE
Employment equity

EMS
Emergency medical services

GHG
General Healthcare Group Limited, a subsidiary in the United 
Kingdom

GHG PropCo 1
Portfolio of  35 UK hospital properties initially acquired as part 
of  the General Healthcare Group acquisition in 2006

GHG PropCo 2
Six properties acquired from Nuffield in 2008 and incorporated 
as part of  General Healthcare Group in the United Kingdom

GHG Property Businesses
The General Healthcare Group property businesses GHG 
PropCo 1 and GHG PropCo 2

GP
General practitioner

GRAFS
Group Risk, Audit and Forensic Services

GRI
Global Reporting Initiative

HAI
Healthcare associated infections

HASA
Hospital Association of  South Africa

HC
High care

HIV/Aids
Human Immunodeficiency virus/Acquired immune 
deficiency syndrome

ICU
Intensive care unit

IFRS
International Financial Reporting Standards

IT
Information technology

JSE
Johannesburg Stock Exchange

NHI
National Health Insurance (South Africa)

NHS
National Health Service (United Kingdom)

NICU
Neo-natal intensive care unit

PMI
Private medical insurance

PPP
Public Private Partnership

SA
South Africa

UK
United Kingdom
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Corporate information

Company registration number
1996/008242/06

Business address and registered office
Netcare Limited 
76 Maude Street (corner West Street) 
Sandton 2196 
Private Bag X34, Benmore 2010 
Telephone: +27 (0) 11 301 0000

Company Secretary
Lynelle Bagwandeen 
Telephone: +27 (0) 11 301 0265 
Lynelle.Bagwandeen@netcare.co.za

Investor relations
ir@netcare.co.za 
www.netcareinvestor.co.za

Customer call centre
0860 NETCARE (0860 638 2273) 
customer.service@netcare.co.za

Fraud line
0860 fraud 1 (086 037 2831) 
fraud@netcare.co.za

Selected websites
www.netcare.co.za 
www.netcareinvestor.co.za 
www.netcare911.co.za 
www.medicross.co.za 
www.primecure.co.za 
www.nrc.co.za 
www.ghg.co.uk 
www.bmihealthcare.co.uk

JSE information
JSE share code: NTC (Ordinary shares) 
ISIN code: ZAE000011953 
JSE share code: NTCP  
(Preference shares) 
ISIN code: ZAE000081121

Transfer secretaries
Link Market Services South Africa  
Proprietary Limited 
13th Floor, Rennie House,  
19 Ameshoff  Street, Braamfontein 2001 
PO Box 4844, Johannesburg 2000 
Telephone +27 (0) 11 713 0800

Sponsor
Nedbank Capital, a division  
of  Nedbank Group Limited

Auditors
Grant Thornton

Principal bankers
Nedbank Limited

Attorneys
HR Levin Attorneys

Shareholders’ diary

Annual general meeting  7 February 2014

Reports

Interim results announcement  May
Final results announcement November

Dividends Declared Paid
Ordinary dividend
Interim  May  July
Final  November  February

Preference dividend
Interim  April May
Final October November
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Disclaimer

Certain statements in this annual integrated report constitute ‘forward-looking statements’. Forward-looking statements may be 
identified by words such as ‘believe’, ‘anticipate’, ‘expect’, ‘plan’, ‘estimate’, ‘intend’, ‘project’, ‘target’, ‘predict’ and ‘hope’. By their 
nature, forward-looking statements are inherently predictive, speculative and involve risk and uncertainty because they relate to 
events and depend on circumstances that will occur in the future, involve known and unknown risks, uncertainties and other facts 
or factors which may cause the actual results, performance or achievements of  the Group, or the healthcare sector to be materially 
different from any results, performance or achievement expressed or implied by such forward-looking statements. Forward-looking 
statements are not guarantees of  future performance and are based on assumptions regarding the Group’s present and future 
business strategies and the environments in which it operates now and in the future. No assurance can be given that forward-
looking statements will prove to be correct and undue reliance should not be placed on such statements.

Forward-looking statements apply only as of  the date on which they are made, and Netcare does not undertake other than in 
terms of  the Listings Requirements of  the JSE Limited, to update or revise any statement, whether as a result of  new information, 
future events or otherwise.
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