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Passionate about advancements in healthcare 
Largest stem cell unit in southern Africa opens

The Albert Alberts Haemopoitic Stem Cell Transplant Unit 
at Netcare Pretoria East Hospital is the largest stem cell 
transplant centre in southern Africa. This world-class facility 
performs more transplants than any other medical centre  
on the continent. 

Launched in August 2010, this facility boasts 30 single 
private rooms that are all in an isolation ward. This is vital 
to protect transplant patients whose immune systems 
are weak after transplantation. The unit is supported by a 
stem cell laboratory and cryopreservation facility. A major 
advantage of having the stem cell transplants performed at 
Netcare Pretoria East Hospital is that the entire procedure 
is done under one roof.
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In South Africa (SA), we experienced 
the euphoric highs of our successful 
hosting of the 2010 FIFA World Cup™ 
(World Cup) only to be followed by the 
dramatic lows of widespread private and 
public sector strikes. In England, the first 
coalition government in 70 years ended 
13 years of rule by the Labour Party. 

Despite strong growth and a positive 
financial performance in 2010, Netcare’s 
operating environment was similarly 
eventful, with deferment of the Initial 
Public Offering (IPO) of the General 
Healthcare Group (GHG) Operating 
Company (OpCo) on the London 
Stock Exchange, debate following the 
announcement of radical National Health 
Service (NHS) reforms in the United 
Kingdom (UK), a firm commitment to 
the proposed National Health Insurance 
(NHI) scheme in SA and finally 
resolution of a legacy issue pertaining 
to organ transplantation.

Healthcare reform remains a key focus 
for citizens and governments alike. 
SA is no exception, and the debate 
has often been characterised by a deep 
divide between the private and public 
healthcare sectors. However, there 
has recently been a distinct shift and 
we welcome the ruling party’s spirit of 
openness and willingness to engage 
with the private healthcare sector. 
We continue to believe that cooperation 
and productive partnerships will yield 
sustainable healthcare reform.

Progress in NHI in SA
We welcome the announcement by 
the South African government that 
they are moving forward with the NHI 
system, at the heart of which is the 
constitutional principle to afford all South 
Africans access to quality healthcare. 
In one of the most ambitious reforms 
since the advent of democracy in 1994, 
government plans to implement the 
NHI in phases from 2012 over a 14-year 
period. Minister Aaron Motsoaledi of the 
Department of Health (DoH) has said 
that NHI implementation is not an 
event, but the beginning of a gradual 
process which will be piloted in eight 
critical districts.

The DoH has also identified six focus 
areas to be addressed over three years 
to facilitate the implementation process 
– improving the values and attitudes 
of staff, managers and patients; 
cleaning hospitals and clinics; reducing 
waiting times; keeping patients safe 

and providing reliable care; preventing 
infections; and ensuring medicines, 
supplies and equipment are available. 

Additional areas also need to be 
addressed if the NHI is to work – 
expenditure must be allocated 
efficiently; proper reporting mechanisms 
and sufficient financial oversight must 
be developed and maintained; the 
number of healthcare professionals’ 
needs to be increased drastically; and 
quality service and outcomes must 
improve substantially.

Improvements in all these areas require 
effective management. As Netcare 
has proven expertise in healthcare 
management and training, particularly 
in procurement processes and 
procedures, we are ready and willing 
to share our knowledge and partner 
with government to leverage healthcare 
spend effectively and so broaden 
avenues of access.  

In the UK, we have partnered with 
the government to incorporate NHS 
patients into the GHG network, learning 
important lessons in assisting the state 
in public healthcare provision. These 
lessons will serve us well.  

So too will the lessons from our 
flagship Public Private Partnership 
(PPP) in Lesotho that is reaching the 
final stages of construction, with the 
three filter clinics already completed 
and operational. It aims to make quality 
primary, secondary and tertiary clinical 
services accessible to the people of 
Lesotho. The Lesotho PPP would not 
have been possible had it not been 
supported and championed by 
the Lesotho Prime Minister, Ministers 
of Finance and Health and other 
high-level members of government. 
It is also being supported by the 
World Bank and we are excited by the 
great potential of the Lesotho PPP as 
an important example of a long term 
sustainable PPP healthcare model.

We are ideally placed to draw on our 
experience and leverage our capabilities 
to engage with the South African 
government in formulating policy and 
delivering a workable model for this 
country. We see this not only as an 
opportunity to act as a responsible 
corporate citizen, but also as an 
opportunity to sustainably increase 
shareholder value.

Chairman’s review

Jerry Vilakazi
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Public sector strike
Netcare truly lived out its values in 
assisting the state during the recent 
public sector healthcare strike. We 
transported and attended to hundreds 
of patients, including over 200 critically 
ill babies by activating our disaster 
management plan, refined for the World 
Cup. We also provided food, bedding 
and accommodation for the mothers of 
those babies. The logistics of having to 
provide medical care, food, clothing and 
supplies at extremely short notice could 
have been daunting were it not for the 
leadership of Richard Friedland and his 
team – their actions spoke louder than 
words about Netcare’s capabilities and 
commitment to civic leadership.  

I am extremely proud of the manner 
in which the sanctity of life and dignity 
of these patients was upheld. To our 
professional and non-professional 
staff, other members of the healthcare 
community and members of the public 
who showed great compassion in giving 
their time and resources to assist, you 
truly did our country proud. 

Illegal kidney transplants 
at St Augustine’s Hospital 
Turning to internal operational issues, 
the charges laid against Netcare 
Limited, Netcare Kwa-Zulu (Proprietary) 
Limited (NKZ) and Richard Friedland 
arising from illegal organ transplants 
performed by several specialist 
doctors at the Netcare St Augustine’s 
Hospital during the period June 2001 to 
November 2003 have been the subject 
of much media attention.

Netcare cooperated with the 
authorities over the entire course of 
the investigation. After concluding 
that certain employees must have 
been aware that illegal operations 
were performed at the St Augustine’s 
Hospital, that certain employees 
participated in these activities and 
that NKZ wrongly benefitted from the 
proceeds of these operations, the Board 
determined that NKZ should plead guilty 
to the offences. The conduct of these 
employees is legally attributable to NKZ 
notwithstanding that they disregarded 
Netcare’s internal policies and protocols 
governing non-related live organ 
transplants and the guidelines issued 
by the DoH. None of these employees 
remain in the employ of Netcare or NKZ. 

Important lessons have been learned 
from this experience. The last of the 
illegal operations was performed at the 
end of 2003, and since then Netcare 
and our subsidiaries have devoted 
considerable time and attention to 
strengthening and ensuring that the 
law, guidelines issued by the DoH and 
Netcare’s own internal guidelines are 
meticulously adhered to and enforced. 
However, we must always remain 
mindful that the actions of some can 
have severe consequences for the 
reputation and morale of the Group. 
Consequently the lesson learned is that 
we must remain ever vigilant in enforcing 
all policies and regulations and that we 
must apply them with consistency.

The unconditional withdrawal of charges 
against Netcare Limited and Richard 
Friedland was consistent with the view 
of Netcare’s legal counsel that there 
was no basis for such charges to be 
laid. It also vindicates the Board’s and 
Netcare’s unwavering confidence in 
Richard’s  absolute integrity. I would like 
to pay tribute to his dignified conduct 
and forbearance during this period.

Looking forward 
and appreciation
In the UK, we are very pleased with 
progress over the year. Our partners 
called for an IPO in December 2009 
which was suspended as a result of 
the economic downturn and political 
uncertainty of a coalition government. 
Nevertheless, the preparatory work 
yielded a constructive diagnosis of the 
business and an objective analysis 
of the significant improvements and 
reengineering that the business has 
experienced since acquisition in 2006. 
Although there is still work to be done, the 
UK team have done an excellent job over 
the year which has placed the business in 
a good position for further growth.

Despite the strengthening of the 
SA Rand and a difficult economic 
environment, our investment in the 
UK remains strategically very important 
to Netcare, with GHG successfully 
extending its services and geographic 
presence and delivering a positive set 
of results. Congratulations are due to 
the GHG leadership and management 
team, particularly the Chairman, 
Sir Peter Gershon, and GHG’s Chief 
Executive Officer, Adrian Fawcett.

I would also like to thank Richard 
Friedland and his management team for 
continuing to deliver excellence despite 
a difficult year. To my colleagues on the 
Board, thank you for your leadership and 
support. Our strong results over the past 
year and positive outlook for the year 
ahead are based on your commitment 
and dedication to our business.

Franklin D. Roosevelt once commented 
that there is only one way of standing 
still, but “many ways of moving forward”.  
With a new dispensation in the UK, 
greater cooperation with the DoH in SA 
and the first signs – however tentative 
– that the global economy is beginning 
to recover, Netcare is moving forward. 
We continue to provide shareholder 
value while delivering quality outcomes 
for a growing number of patients in 
three countries. Despite a number of 
challenges during the year, we remain 
true to our commitment to operating a 
values-led organisation.

Jerry Vilakazi
Chairman
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2010 has demonstrated that in 
South Africa (SA) and the United 
Kingdom (UK), Netcare positively and 
constructively rose to meet a number of 
challenges. However, there is still much 
to do and improve on. 

Strategic review
Service leadership – 
living our vision of being a 
leading corporate citizen 
In SA, great effort and attention was 
dedicated to hosting the 2010 FIFA World 
Cup™ (World Cup). 22 Netcare hospitals 
were designated as strategic healthcare 
providers for the event and over 500 
local and overseas patients were treated 
during this period. Under a tender 
awarded by National Treasury, Netcare 
911 provided emergency services 
during the World Cup. Our internal staff 
engagement campaign, “Participate with 
Passion” encouraged support for nation 
building activities among our staff in SA 
in and around the World Cup, and was a 
great success across the business.

Not long after the end of the World Cup, 
as the public sector healthcare workers 
strike grew in severity in SA, it quickly 
became clear that human suffering 
remained the greatest cost. Netcare’s 
quick response in assisting hundreds of 
patients during the strike was the result of 
activating our disaster management plan, 
developed over the years and refined for 
the World Cup. Netcare 911 was on hand 
to transport emergency public patients 
to Netcare facilities and over 800 patients 
in need of urgent medical care were 
admitted to our facilities throughout the 
country. Of these, over 200 were babies 
and children. National Renal Care also 
provided urgent dialysis for an additional 
450 patients.

We appreciate the selfless commitment 
shown by Netcare’s staff, nurses and 
paramedics, as well as the doctors and 
specialists, who put aside personal and 
financial considerations to work around 
the clock to help where they could. We 
did not charge for our services as this 
was unmistakably a humanitarian effort. 
Like all those who assisted, we put 
purpose before profit.

We were humbled by members of the 
public and companies who came forward 
and helped where they could – scrubbing 
floors, helping with laundry, supplying 
nappies, changing bed linen and donating 
clothes. In the midst of great suffering, 
the actions of ordinary South Africans 
showed our indomitable spirit.

This year Netcare spent R57 million on 
corporate social investment (CSI) in SA, 
approximately 5.2% of SA’s net profit 
after tax. These initiatives aim to increase 
access to quality healthcare and uplift 
the communities in which we operate.

These initiatives are described in detail on:

Read more

pp 103 to 105

We continue to reach out to 
government, particularly in SA, to assist 
in strengthening multi-lateral efforts to 
broaden access to affordable quality 
healthcare. With the deadline for 
meeting the Millennium Development 
Goals (MDGs) less than five years 
away it is incumbent on the public and 
private sectors to refocus our efforts. 
Accountability and service leadership 
are crucial if we hope to achieve these 
goals, not only in the healthcare sector 
but among all role-players. 

The South African government 
recently introduced the National 
HIV Counselling and Testing (HCT) 
campaign, which replaces Voluntary 
Counselling and Testing. Netcare 
is offering free HCT at all primary 
healthcare clinics. After engaging with 
the Department of Health (DoH) and 
traditional leaders in KwaZulu-Natal, 
the province with the highest levels of 
HIV/Aids in the country, we will also be 
offering free circumcision throughout our 
hospital and clinic network.

Quality leadership – striving 
for excellence in patient care
Netcare’s strategic objective to provide 
the highest standard of holistic, quality 
care is achieved through the combined 
efforts of our hospital network (including 
pharmacy), primary care facilities, 
emergency services and Public Private 
Partnership (PPP) initiatives, supported 
by Netcare Education and National Renal 
Care. It is delivered by passionate people, 
effective clinical governance guidelines 
and capable leadership in every area.

Chief Executive Officer’s review

Richard Friedland
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Our Clinical governance report demonstrates our 
achievements and progress in our commitment 
to quality leadership on:

Read more

pp 64 to 71

Supporting outstanding care and quality 
leadership does not occur in a vacuum; 
it requires a corresponding commitment 
to safeguarding the environment in 
which we operate. Although Netcare 
is classified as a low-impact industry 
in terms of carbon emissions, we 
are determined to do all we can to 
reduce our impact on the environment 
and promote sustainable solutions 
in our sector. Our commitment was 
acknowledged by achieving 10th position 
in the UK-based Carbon Disclosure 
Project Leadership Index in 2010, 
improving from 14th place last year.

In the UK, the Big Turn Off campaign 
that was launched in February 2009 
continued, with monthly energy efficiency 
campaigns and a rolling programme 
of site visits. A new waste recycling 
initiative was implemented and General 
Healthcare Group (GHG) registered for 
the Carbon Reduction Commitment 
(CRC), a new UK government statutory 
carbon pricing scheme.

Our environmental initiatives and performance 
are described in detail on:

Read more

pp 107 to 111

Investing in our people
This year Netcare Education celebrated 
21 years of providing education to the 
healthcare sector. With a worldwide 
shortage of trained medical staff, we 
have grown its scope from providing 
formal nursing programmes to include 
multidisciplinary healthcare courses 
in, for example, all levels of operational 
management and clinical engineering. 
The case study on page 98 highlights 
this important aspect of our business.

Netcare SA invested more than 
R114 million in training in 2010. 
More than 3 200 learners at our five 
campuses were trained in various 
basic, post-basic and six-month nursing 
programmes. A total of 1 192 students 
graduated during the year. In addition, 
almost 300 of our management staff 
completed Management Development 
Programmes and we trained 
23 Surgical Technology and Clinical 
Engineering Technical Assistants.

Netcare 911’s School of Emergency 
and Critical Care trained more than 
500 paramedics during the year.

We have also maintained a top 10 
position in the Large Companies 
category of the Deloitte Best Company 
to Work For survey and were awarded 
the Top Gender-empowered Company 
in the Healthcare & Pharmaceuticals 
category of the 2010 Top Women 
Awards. This is for outstanding 
contribution and commitment to the 
empowerment of women in SA.

Further details about our activities in transforming 
our business can be found in the Human capital 
report on:

Read more

pp 94 to 99

Investing in infrastructure 
and technology 
Netcare continues to invest in modern 
and state-of-the-art facilities and 
equipment in both SA and the UK, 
with over R1.2 billion invested in new 
property, equipment and infrastructure 
in 2010. In the UK, GHG acquired new 
hospitals and businesses.

In SA, the SAP Enterprise Resource 
Planning software was implemented 
successfully at three more hospitals 
during the year and we expect to roll 
out to another 14 hospitals during 
2011. The SAP software platform 
provides centralised functionality and 
standardisation which is resulting in 
greater efficiencies.

In Medicross, a new practice 
management IT system was rolled out 
during the year. In the UK, planning for 
the implementation of new generation 
IT platforms is nearing completion.

Creating new healthcare 
horizons – the future of 
healthcare delivery models
Inequality in healthcare provision persists 
in many areas around the world. Netcare 
maintains that addressing the imbalance 
between primary and tertiary healthcare 
services is fundamental to correcting 
this. Most healthcare-related MDGs, 
such as lowering infant and maternal 
mortality and reducing the prevalence 
of HIV/Aids, tuberculosis and malaria, 
can be effectively addressed through 
focused primary care interventions, 
easing the burden on tertiary healthcare 
and strained national budgets.

Our compliant network of service 
providers in our Primary Care division 
are well placed to help address the 
unique challenges to healthcare reform 
in SA, particularly when National Health 
Insurance (NHI) becomes a reality.

Netcare is devoting much time and 
resources to developing and refining 
PPP models that may prove to be 
highly effective in dealing with 
healthcare challenges.

Our PPP with the government of 
Lesotho is progressing quickly. 
Construction of the 425-bed hospital 
is expected to be completed during 
2011, while the three filter clinics 
commenced operations in May this year.

The Lesotho PPP is a first for Africa and 
one of only a handful of similar projects 
worldwide. Netcare is the lead partner 
in the Tsepong consortium, which is 
designing, building and operating the 
hospital and associated health care 
facilities over an 18-year contract. The 
consortium will be responsible for 
employing all staff, including nurses and 
doctors, and for the clinical outcomes of 
all patients treated in the facilities.

The new hospital will operate as the 
national referral hospital as well as the 
district hospital for the greater Maseru 
area. The three primary healthcare 
clinics at Qoaling, Mabote and Likotsi 
will provide primary healthcare services 
and refer more severe cases to the 
hospital. This will ensure that resources 
are effectively allocated and will be an 
application of the primary care model 
discussed earlier. The clinics are 
already attending to over 400 patients 
per day and are making a difference in 
the surrounding communities by also 
addressing broader health issues such 
as sanitation and education. 

We believe that the project will not only 
improve healthcare delivery and access, 
but will help Lesotho meet many of 
its MDG goals by 2015. Our progress 
in this regard will be independently 
benchmarked. The model will test the 
hypothesis that local empowerment and 
ownership, coupled with the right level 
of accountability and risk transfer to the 
private sector, can result in affordable 
and sustainable healthcare delivery. For 
Netcare, this PPP is a critical test case 
that, if successful, has potential to be 
replicated across Africa.
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Netcare has already established PPPs 
with the state at the Universitas and 
Pelonomi hospitals in Bloemfontein and at 
the Settlers and Grahamstown hospitals 
in the Eastern Cape. Establishing 
additional PPPs, particularly in the primary 
healthcare sector, could offer a number of 
benefits to the South African healthcare 
system, including reduced financial, 
operational and technical risk exposure 
for government, fast and cost-effective 
project execution and freeing up scarce 
public funds for more effective use.

We are pleased that government has 
indicated a willingness to engage with 
the private sector in formulating policy, 
legislative frameworks and delivery models 
for the NHI scheme. We look forward to 
participating in planning and contributing 
to the delivery of more equitable 
healthcare services for all South Africans.

Operating review
Operationally, our business units in 
both geographies delivered a solid 
performance. Cash generation and 
working capital management 
improved significantly.

South Africa
In SA, growth in demand for healthcare 
in our hospitals continued with an 8.3% 
increase in revenue per patient day and 
an increase in patient days of 0.6%, off 
the high base of 4.9% growth achieved 
in 2009. We recorded a length of stay 
increase of 2.4%. 

Together with our empowerment 
partners, the construction of the new 
132-bed private hospital in Waterfall, 
Midrand, is progressing well with the 
opening of this facility anticipated for 
August 2011. 

Our Emergency services division, 
Netcare 911, experienced solid revenue 
growth, driven primarily by an increase in 
membership in schemes with capitation 
arrangements, and a slight growth in 
total lives under management. Significant 
efficiencies were achieved, especially in 
working capital management, the call 
centre and operations. Additional cost-
saving initiatives were implemented to 
reduce overtime and dispose of 
non-core services, yielding positive 
results for the business.

The division also assisted more than 
6 800 indigent patients at a cost of 
R11 million during the year. We will 
continue to absorb these costs as 
we will not deny anyone emergency 
services in their time of need.

Our Primary Care division experienced 
a contraction in managed care lives in 
Prime Cure and it terminated a number of 
loss-making contracts and administration 
agreements with marginal clinics. I am 
pleased to report that the strategy to 
optimise operational efficiencies and 
working capital management has finally 
gained traction. We will continue to refine 
the model during 2011.

Medicross Medicentres and Prime 
Cure clinics managed more than three 
million patient visits during the year 
under review, with more than 1.5 million 
scripts dispensed from our pharmacies. 
The division continued with upgrades 
and refurbishments, bringing the total 
number of Medicentres upgraded over 
the past two years to 11.

We increased our overall score 
and maintained our AA rating from 
Empowerdex, equivalent to Level 3 
compliance under the Department 
of Trade and Industry’s Codes of 
Good Practice for Broad-based Black 
Economic Empowerment (B-BBEE). 
Netcare again received recognition 
for working towards the normalisation 
of South African society, being 
independently rated as the most 
empowered company in the JSE’s 
healthcare sector and ranked thirteenth 
most empowered listed company 
overall in SA in the Financial Mail’s Top 
Empowerment Companies 2010 survey. 
As a case in point, Netcare’s spend on 
B-BBEE accredited suppliers accounts 
for more than 80% of all spend.

Further details on the operational performance 
of the various divisions are contained in the 
Operational reviews on:

Read more

pp 36 to 61

United Kingdom
GHG, which operates under the BMI 
hospital brand, delivered positive 
results during the year under review 
notwithstanding the recessionary 
environment and significant political 
change. It was successful in extending 
its services and geographic presence 
in the UK, with almost 90% of the UK 
population now living less than an hour 
away from a BMI facility. BMI hospitals 
admitted more than 270 000 patients and 
attended to over one million outpatients.

GHG also succeeded in adapting 
quickly to changing demands of 
private patients and the National Health 
Service (NHS), effectively utilising 

spare capacity to protect revenue 
and profitability. Caseload grew by 
5.8%, with approximately 50% of this 
attributable to acquisitions. It was also 
driven by strong growth in NHS cases 
through Choose and Book (C&B). 
Private Medical Insurance (PMI) patient 
volumes declined in the second half of 
the year, as consumers continued to be 
affected by the recession, particularly 
rising unemployment and diminishing 
disposable income.

Strong acquisitive growth was achieved 
through purchasing a minority stake in 
Phoenix Hospital Group, a 50% stake 
in the BMI Southend Private Hospital in 
Essex, three ex-Abbey Hospitals and a 
42.5% stake in the Transform cosmetic 
surgery business. GHG also acquired 
SterilPlus in January 2010. Two new 
ventures commenced operations in the 
form of the BMI Syon Clinic in Brentford 
and the Coombe Wing Private Patient 
Unit in Kingston.

GHG continued to invest in hospital 
infrastructure to maintain its leading 
position in the market. Major projects 
that commenced during the year 
included equipping the new BMI 
Syon Clinic, the refurbishment and 
regeneration of the BMI Park Hospital in 
Nottingham, and the phased upgrade 
of seven operating theatres at the BMI 
Alexandra Hospital in Manchester.

The NHS’s C&B programme continues 
to grow as doctors and patients 
become more familiar with the process. 
While the majority of C&B referrals 
are to NHS units, the private sector is 
playing an increasingly important role in 
collaborating with the public sector to 
ensure patients receive appropriate care 
in good time.

The underlying structure of healthcare 
provision in the UK remains unchanged, 
however pressures on government 
spending and an upcoming structural 
reorganisation of the NHS are beginning 
to influence changes to aspects of 
the NHS model. While changes will 
take years to implement, the coalition 
government sees the NHS shifting from 
a single organisation to a wider open-
access system that will facilitate access 
by patients to the provider of their choice. 
This will create significant opportunities 
for GHG as choice is widened to include 
independent healthcare providers.

In December 2009, the minority 
shareholders in the Netcare-led 
consortium which acquired GHG in 
May 2006 gave notice in terms of the 

Chief Executive Officer’s review (continued)
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Partnership Agreement of their desire to 
exit their investment in GHG by calling 
for the commencement of a process 
to list the GHG Operating Company 
on the London Stock Exchange. 
While preparations for this Initial Public 
Offering progressed well, it was decided 
to delay the listing due to the volatility 
and depressed state of financial markets 
following the fallout from the global 
economic crisis.

Organ transplant case
Between 2001 and 2003, fraud was 
committed at St Augustine’s Hospital in 
KwaZulu-Natal in organ transplantation. 
Foreign patients received kidney 
transplants from unrelated donors as 
part of an international syndicate which 
targeted Netcare and the hospital. 
Despite having policies and procedures 
in place to safeguard against illegal 
operations, affidavits attesting that 
donors and recipients were related 
were falsified. Additionally five patients 
between the ages of 19 and 20 were 
also operated on and, as the age of 
consent was 21 years at the time, they 
were considered minors under law.

Netcare’s Board ordered an independent 
investigation into the matter in 2004 but 
this was halted at the request of the 
investigating authorities, lest it interfere 
with their investigation. The matter has 
only recently been concluded.

While Netcare had denied any 
wrongdoing on the basis of persistent 
denials from the staff and doctors 
involved at the time, it has now become 
clear that staff must have suspected or 
known that patients were not related 
and hence payment for donating their 
kidneys must therefore have been 
made. Consequently, Netcare Kwa-
Zulu (Proprietary) Limited, the legal 
entity responsible for St Augustine’s 
Hospital, has assumed liability for the 
actions of its staff and returned all 
profits generated by the operations 
(approximately R3.8 million) to the 
prosecuting authorities. In addition, a 
fine of R4 million was also paid. The 
total penalty in relation to these illegal 
operations was R7.82 million.

Subsequent to these events Netcare 
implemented additional protocols 
and strengthened existing clinical 
governance procedures across the 
Group to mitigate the risk of this ever 
happening in a Netcare facility again. 
However, this saga demonstrated that 
notwithstanding existing policies and 

procedures, the responsibility lies with 
each and every Netcare employee to 
remain vigilant and enforce all policies 
and regulations. 

On behalf of Netcare, I sincerely 
and unconditionally apologise to our 
stakeholders and the South African 
public – we are truly sorry that these 
shameful events occurred.

This issue occurred almost a decade 
ago and Netcare has undergone 
significant change since then. The 
excellent work currently being 
performed by Netcare employees with 
honesty and integrity should provide 
assurance that Netcare is truly an 
organisation guided by sound values. 

Financial review
As a result of the Group’s solid 
operational performance, with sustained 
strong growth despite continuing stress 
in the global economy, we were pleased 
to announce a 26.2% increase in basic 
headline earnings per share to 98.7 
cents on a constant currency basis.

The prevailing strength of the Rand 
against the Pound Sterling (Pound) had a 
major impact on both the year-end results 
and financial position of the Group.

In their respective local currencies, 
revenue grew in both SA and the UK. 
However, due to Rand appreciation 
Group revenue decreased by 3.3% to 
R22 474 million (2009: R23 232 million). 

The operating margin improved from 
15.9% to 16.5%, largely due to efficiency 
improvements and cost control. The 
SA operating profit rose 14.3% to 
R1 899 million (2009: R1 662 million), 
while in the UK, operating profit 
was 1.6% higher at £150.3 million 
(2009: £147.9 million). Operating 
expenses include IPO preparatory 
costs of £2.5 million.

Further details are provided in the Chief 
Financial Officer’s review on:

Read more

pp 22 to 27

Looking ahead
In SA, persisting challenges impede 
increased access to quality healthcare, 
including skills and funding shortages. 
In every instance Netcare is ready 
and willing to participate in the policy 
debate and in the design and delivery of 
models to bridge the access divide. We 

remain confident that PPPs will have a 
significant impact. 

In the year ahead, Netcare will build on 
our focus on patient dignity and quality 
of care. Demand for private healthcare 
looks set to continue in SA, underpinned 
by a financially sound and growing 
medical scheme market. 

Recessionary pressures in the UK 
economy are expected to constrain 
growth in the short term, but this should 
be offset by growth in NHS activity 
through C&B. 

The proposed UK DoH’s White Paper 
reforms are a positive development 
for the private sector, but during 
implementation it is likely to cause a 
measure of disruption in the healthcare 
sector. We will remain agile, adapting to 
match the shifting demands of private 
and NHS patients.

May 2011 marks the five-year 
anniversary of the consortium’s 
acquisition of GHG and shareholders 
should be mindful that Netcare’s 
partners may renew their efforts to exit 
their investment in GHG in the year 
ahead. Shareholders will be updated 
accordingly as and when any formal 
process is initiated.

Appreciation
To my executive colleagues and 
leadership teams in SA and the 
UK, thank you. Despite challenging 
conditions, Netcare continues to benefit 
from your commitment and outstanding 
contribution. To our physician partners 
and the people of Netcare who 
demonstrate commitment and bring real 
care to their work, thank you for providing 
outstanding healthcare to our patients.

I would like to thank our Chairman, Jerry 
Vilakazi, and our non-executive directors 
for their unwavering support. Thank you 
once again for your sound advice and 
exceptional stewardship that guides 
the Group and which has enabled 
us to deliver increased value to all 
our stakeholders.

Richard Friedland
Chief Executive Officer
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Introduction
This report provides insight into 
the financial position and operating 
performance of the Group and should 
be read in conjunction with the Group 
annual financial statements presented 
on pages 113 to 209.

Netcare is pleased to report sustainable 
earnings growth and solid profitability 
despite the economic hardship and 
currency volatility that continued over the 
year in review. While South Africa (SA) 
remained relatively shielded from the 
impact of the economic slowdown, the 
United Kingdom (UK) was significantly 
affected by the prevailing recessionary 
environment. The Group’s performance 
reflects the defensive nature of 
healthcare services. 

Netcare’s geographic mix exposes the 
Group to currency fluctuations and it 
is Group policy not to hedge offshore 
operations against currency movements. 
Currency conversion had a major impact 
on Group performance and financial 
position due to the relative strength of 
the Rand against the Pound Sterling 
throughout the year under review. 
The average exchange rate used to 
convert offshore income and expenditure 
was 15.3% lower at R11.63: £1 
(2009: R13.73: £1), and the closing 
exchange rate used to convert assets and 
liabilities at 30 September 2010 was 8.5% 
lower at R10.93: £1 (2009: R11.95: £1).

The Group continued to focus on debt 
management throughout the year, 
maintaining stringent capital expenditure 
and working capital management 
processes. In combination with the 
underlying strong cash conversion 
metrics, this served to further improve 
the Group’s liquidity position. 

Netcare’s share price increased by 33.5% 
during the year, from an opening price of 
R10.37 per share to R13.84 per share at 
30 September 2010. In comparison, the 
JSE All Share Index (ALSI) grew by 
18.2% over the same period.

Corporate 
finance activities
Acquisitions
A consequence of the challenging 
economic climate has been that a 
number of assets have come onto the 
market in the UK. General Healthcare 
Group (GHG) has been successful in 
securing the following acquisitions with 
minimal cash outlay by the Group: 

Hospitals (Abbey), consisting of three 
hospitals, was acquired for a nominal 
consideration with effect from 
28 May 2010. As the fair value of the 
net assets and liabilities acquired 
exceeded the consideration paid, 
a bargain purchase credit of 
£3.3 million was recognised in 
the income statement. The Abbey 
acquisition generated revenue of 
£6.3 million and an operating loss of 
£0.3 million in the four-month period 
since acquisition. It adds 81 beds to 
GHG’s footprint.

Transform Holdco Limited (Transform), 
renamed Health and Surgical Holdings 
Limited, for a nominal consideration 
at the same time as the Abbey 
acquisition. £20 million of debt 
was acquired within this business, 
while goodwill of £3.7 million was 
recognised as a result of the purchase. 
Transform is a cosmetic surgery 
business operating 24 clinics across 
the UK. Cosmetic surgery operations 
are conducted at two dedicated 
Transform owned and operated 
hospitals. The Group has an option, 
currently exercisable, to purchase 
an additional 42.5% interest up to 
28 May 2013. The Transform business 
generated revenue of £11.7 million 
and contributed £0.2 million towards 
operating profit in the four-month 
period since acquisition.

a 50% share in BMI Southend Private 
Hospital Limited (BMI Southend), a 
day case and consulting room facility, 
for a consideration of £0.4 million, 
of which £0.2 million is payable in 
June 2011. The hospital contributed 
£0.4 million to Group revenue and 
was marginally profitable.

Chief Financial Officer’s review

Vaughan Firman
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SterilPlus Limited (SterilPlus), 
subsequently renamed BMI 
Hospital Decontamination Limited, 
a decontamination and sterilisation 
services company used in-house 
by GHG hospitals, for a nominal 
consideration. As the fair value of 
the net assets and liabilities acquired 
exceeded the consideration paid, 
a bargain purchase credit of 
£3.6 million was recognised in the 
income statement.

in Phoenix Hospital Limited 
(Phoenix), thereby taking operational 
responsibility for Phoenix’s London-
based businesses. This comprises 
the Harley Street consulting and 
diagnostic centre (with eight consulting 
rooms, four treatment rooms and a 
complete diagnostic imaging suite), 
as well as the purpose-built boutique 
Weymouth Hospital, which opened 
in August 2010, with 17 beds and 
four theatres.

Further details on the acquisitions can be found 
in note 28 of the annual financial statements on:

Read more

pp 174 and 175

Public Private Partnerships
The Group continued to develop its 
Public Private Partnership (PPP) projects 
during the year. The Universitas and 
Pelonomi hospitals PPP, in which the 
Group has a 25% interest, has been 
operational since October 2003. The 
Port Alfred and Grahamstown hospitals 
PPP in the Eastern Cape, in which the 
Group has a 50% investment, opened 
during the course of 2009. The public 
facilities have shown positive results at 
an operating profit level, but the private 
facilities traded at a loss due to start-up 
costs and low occupancies. 

The Lesotho PPP, in which Netcare 
holds a 40% interest, involves the 
design, construction and ongoing 
administration of clinical services and 
facilities for a 425-bed hospital and three 
off-site primary care clinics in Maseru. 
The three primary care clinics were 
opened during the year. Construction of 
the hospital is progressing well and it is 
scheduled for completion during 2011.

The Other businesses review contains more 
information on the PPPs and can be found on:

Read more

pp 50 and 51

Initial Public Offering of the 
GHG Operating Company
On 8 December 2009 Netcare 
announced through SENS that our 
consortium partners (with whom 
Netcare had acquired a 100% interest in 
GHG in May 2006) had formally notified 
Netcare of their intention to exercise their 
right to pursue an Initial Public Offering 
(IPO) of the GHG Operating Company 
(OpCo) on the London Stock Exchange. 
These rights do not affect Netcare’s 
ongoing position as majority shareholder 
of GHG. The announcement highlighted 
that public markets in the UK and 
elsewhere were volatile and the 
consortium partners could accordingly 
elect not to proceed with the IPO at any 
stage during the process. During the 
course of the year Netcare engaged with 
its consortium partners in terms of the 
provisions of the governing partnership 
agreement in order to facilitate the 
OpCo listing process. However, given 
prevailing market conditions, a final 
decision on whether to proceed with 
the IPO and its timing is yet to be made. 
Shareholders will be advised should this 
position change.

Operating performance
Income statement
It is Group policy not to hedge our 
income statement or statement of 
financial position against exchange rate 
fluctuations. As mentioned, during the 
year under review the Rand strengthened 
against the Pound Sterling by 15.3%.

As a significant portion of the Group’s 
earnings relate to its UK business, 
these exchange rate variances tend to 
distort year-on-year comparisons of 
performance. In certain cases, reference 
is made to comparisons that remove 
exchange rate fluctuations.

Revenue
The composition of Group revenue by 
segment for the past five years is set 
out below.

In SA, Hospital and Emergency services 
revenue increased by 8.2% to 
R11 167 million (2009: R10 319 million), 
driven by stable patient day and 
occupancy metrics. The Primary Care 
division undertook a strategic review of 
its business, which resulted in exiting 
from certain loss-making clinics. 
These actions have been successful 
in returning the division to profitability 
off a downscaled revenue base of 
R1 374 million (2009: R1 513 million).

Revenue from the UK operations 
increased by 2.8% to £855.0 million 
(2009: £831.5 million), driven by the 
significant growth in NHS cases, albeit 
at lower tariffs, and contributions from 
the newly acquired businesses. This 
was offset by the winding down of three 
NHS Independent Sector Treatment 
Centre contracts. 

Group revenue increased by 4.4% in 
constant currency terms. However, due 
to exchange rate fluctuations, reported 
Group revenue declined 3.3% against 
the prior year to R22 474 million 
(2009: R23 232 million).

Revenue
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Chief Financial Officer’s review (continued)

Operating profit
Group operating profit increased 
by 0.2% to R3 708 million 
(2009: R3 700 million). Excluding the 
impact of currency fluctuations, operating 
profit grew by 9.2% over the prior year. 
Hospital and Emergency services 
improved its operating profit margin to 
17.0% (2009: 16.5%) through underlying 
efficiency improvements and sound 
financial management. The Primary Care 
division delivered a pleasing turnaround, 
moving from an operating loss of 
R41 million in 2009 to an operating profit 
of R6 million in the current year.

GHG managed to maintain its 
operating margins in a tough economic 
environment, with the realisation of 
further efficiency improvements being 
offset by the shift in case mix. This shift 
is attributable to the rapid growth in 
NHS caseload and the lower margin 
contributions from the newly acquired 
Abbey hospitals and Transform cosmetic 
surgery business. Operating profit was 
impacted by a gain on the bargain 
purchase of assets under business 
combinations of R81 million and an 
impairment of non-core investments 
and assets of R36 million.

Net financial expenses
Net financial expenses decreased 
by 12.5% to R1 978 million 
(2009: R2 260 million). Net interest 
paid decreased due to lower prevailing 
interest rates in SA, reductions in 
average debt levels and lower 
exchange rates used to convert 
UK borrowing costs.

GHG has fixed its borrowing costs on 
97% of its debt until 2013 by means 
of interest rate swaps. These swaps 
are derivative instruments and are 
reflected at fair value in the statement of 
financial position. Hedge accounting is 
applied whereby fair value adjustments 
to the carrying value of the swaps 
are recognised in comprehensive 
income to the extent that this form of 
hedging proves to be effective, with 
the ineffective portion recognised in 
the income statement. The current 
year financial expenses were negatively 
affected by a non-cash charge of 
£8.7 million in this regard. Hedge 
ineffectiveness on the UK interest rate 
swaps remains an ongoing risk that 
could negatively impact earnings in 
future periods, although this would not 
result in any cash flow consequences 
to the Group.

Attributable earnings 
of associates
Attributable earnings of associates 
decreased to R24 million 
(2009: R27 million) and include the 
operational results of the Port Alfred and 
Grahamstown hospitals PPP for the first 
full year. The PPPs are accounted for in 
terms of IFRIC 12 Service Concession 
Arrangements, which allows for the 
accounting of revenue and profit during 
the construction period. As mentioned, 
the private facilities of Port Alfred and 
Grahamstown hospitals traded at a loss 
due to occupancies that were lower 
than forecast. Netcare accounted 
for R14 million of profits from the 
Lesotho PPP in terms of the IFRIC 12 
Service Concession Arrangements 
accounting guidelines.

Taxation
The total tax charge of R294 million 
(2009: R350 million) equates to an 
effective tax rate for the Group of 
16.8%. The effective tax rate of the 
SA operations is 26.9%, which differs 
marginally from the statutory rate due to 
the utilisation of assessed losses offset 
by non-deductible expenditure. Included 
in the tax line is a credit of £13.7 million 
representing the release of deferred tax 
following the substantive enactment of 
a reduction in the UK statutory tax rate 
from 28% to 27%. 

Profit from 
discontinued operations
Profit from discontinued operations in 
the prior year relates to the disposal 
of Netcare’s interest in the Ampath 
Holdings Trust, comprising R46 million 
of trading results and an after tax capital 
profit of R588 million.

Headline earnings
Basic headline earnings per share 
(HEPS) increased by 23.4% to 
96.5 cents (2009: 78.2 cents), of which 
the SA operations contributed 85.0 
cents and the UK operations 11.5 cents. 

Statement of 
financial position
Property, plant and equipment
The carrying value of property, 
plant and equipment decreased by 
R1 245 million from the balance in the 
prior year. However, R1 690 million 
of this amount is due to the impact 
of currency conversion. Capital 
expenditure continued to be tightly 
controlled in both geographies and 
stringent return hurdles are applied 
to capital allocations, in line with 
the Group’s focus on cash 
value-add investment returns. 
Total capital expenditure amounted to 
R1 284 million (2009: R1 272 million) 
for the year, including R351 million spent 
on expansionary projects.

The Group’s SA infrastructure was 
further extended during the year by 
adding 28 surgical, five paediatric and 
four high care beds at Netcare Kuilsriver 
Hospital, commissioning a 30-bed 
bone marrow transplant unit at Netcare 
Pretoria East Hospital, renovating the 
trauma and intensive care unit (ICU) and 
adding five trauma ICU beds at Netcare 
Sunninghill Hospital, opening a fully 
integrated oncology centre specialising 
in intensity modulated and image 
guided radiation therapy at Netcare 
Clinton Hospital, and opening  the first 
neuro-interventional MRI (magnetic 
resonance imaging) and CT (computed 
tomography) theatre in Africa at Netcare 
N1 City hospital. 

Expansionary capital expenditure in the 
UK includes a spend of £3.1 million on 
equipping the newly opened BMI Syon 
Clinic in London and £2.5 million on the 
phased upgrade of seven operating 
theatres at the BMI Alexandra Hospital 
in Manchester.

Goodwill
The carrying value of goodwill on 
the Group’s statement of financial 
position amounted to R13 153 million 
(2009: R14 303 million). R12 616 million 
(£1 154.3 million), arose from the 
acquisition of GHG and has been 
allocated to the hospital operations and 
property cash-generating units. During 
the year, further goodwill of £4.1 million 
arose from the acquisition of Transform 
and BMI Southend, both in the UK.

OVERVIEW
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Goodwill is reviewed for impairment at 
each reporting period in accordance 
with the provisions of IAS 36 Impairment 
of Assets, and the recoverable amount 
of the cash-generating units is based 
on a value in use calculation. The key 
judgement areas applicable to the 
impairment review include discount 
rates, residual value of properties and 
future cash flows. No goodwill was 
impaired during the year under review.

Working capital
Optimising working capital remains a 
key focus area across the Group. The 
shared service centres have continued 
to deliver efficiencies in difficult market 
conditions, and it is pleasing that 
working capital has declined in both 
geographies. The growth in the UK 
trade receivables has been driven by the 
increase in NHS case load and a decline 
in self-pay cases. 

Post-retirement 
benefit obligations
The Group has two post-retirement 
benefit obligations. In SA, Netcare 
has an obligation to subsidise the 
medical aid contributions of certain 
pensioners and employees who joined 
the Netcare Medical Scheme prior to 
November 2006. The present value of 
this obligation equates to R158 million 
(2009: R146 million). The scheme is 
now effectively closed and the Group 
continues to investigate methods of 
reducing its exposure.

In the UK, GHG has a defined benefit 
pension fund that has been closed to 
future accrual since 31 August 2008. 
The pension fund liability of £1.9 million 
(2009: £12.7 million) has been reduced 
significantly during the year, due to 
recovery in the UK equity markets.

Taxation payable
GHG has approximately £210 million 
of accumulated tax losses available to 
off-set against future taxable income, 
and a deferred tax asset has been 
recognised against £73 million of this 
future benefit. It is expected that all tax 
losses will be utilised by 2013 and until 
then, the effective UK tax rate will remain 
significantly below the statutory rate. 

Financial liability – Derivative 
financial instruments
SA manages its interest rate fluctuations 
on a pool of funds basis, whereby up to 
75% of total debt is hedged by interest 
rate swaps. At year-end 59% of total 
debt was fixed, while the rest remains at 
floating rates linked to prime and Jibar. 

The UK hedges its exposure to interest 
rate fluctuations through five interest rate 
swaps, which effectively hedge 97% of 
total debt. These swaps comprise:

notional loan of £170 million, maturing 
in April 2015; 

notional  loan value of  £1 605 million, 
maturing in April 2016; 

an effective starting date of April 2016;

covering a notional loan value of 
£79 million, maturing in April 2015; and

a notional loan value of £17 million, 
maturing in May 2031.

The Group applies hedge accounting on 
the interest rate swaps in accordance 
with IAS 39 Financial Instruments: 
Recognition and Measurement by 
using regression analysis modelling to 
determine hedge effectiveness, both in 
SA and the UK. We employ a dynamic 
hedging strategy on certain interest rate 
swaps whereby the portion of the swap 
designated for hedging purposes may 
be varied in order to achieve optimum 
hedge effectiveness. No hedge 
terminations or re-designations were 
made under this strategy during the 
year; however, this position will remain 
under review in the year ahead 
to respond to changing market 
dynamics. Of the fair value movement 
of £142.3 million, £8.7 million has been 
recognised in the income statement. 
It should be noted that these fair value 
adjustments have no cash flow impact 
on the Group.

Debt
Net debt decreased by R2 257 million to 
R24 197 million (2009: R26 454 million) 
at year-end. £1 875 million 
(2009: £1 887 million) of this debt 
relates to the UK and is without 
recourse to the SA business, being 
secured against assets in the UK. 
The majority of the reduction in debt 
is due to exchange rate fluctuations 
amounting to R1 912 million. The net 
debt to EBITDA ratio continues to 
improve, moving from 5.4 to 5.0 times 
coverage by year-end.

Working capital movements
2010 2009 % change

South Africa (Rm)
Inventory 413 361 14.4
Trade and other receivables 1 693 1 794 (5.6)
Trade and other payables (1 764) (1 675) (5.3)
Taxation (250) (302) 17.2

92 178 (48.3)
United Kingdom (£m)
Inventory 22 22
Trade and other receivables 147 136 8.1
Trade and other payables (124) (106) (17.0)
Taxation (2) (2)

43 50 (14.0)
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Chief Financial Officer’s review (continued)

South Africa
SA net debt continues to decline with 
net debt of R3 706 million reflecting a 
decrease of R197 million. Net debt to 
EBITDA also continues to decline and is 
set at 1.6 times, its lowest level in the past 
five years. The average debt maturity has 
reduced to just under one year.

United Kingdom
The gross debt in the UK amounted to 
£1 955.0 million at 30 September 2010, 
compared to £1 927.7 million in the 
prior year. The increase arises from the 
drawdown of the OpCo capex facility 
of £20.0 million and the inclusion of a 
further £20.0 million of debt arising from 
the Transform acquisition, offset by the 
repayments of £27.9 million. 

The UK debt financing is in place for 
the next three years, after which various 
facilities begin to mature between 
October 2013 and January 2015.

The UK business met all of its debt 
covenants during the financial year, 
which are tested on a quarterly basis. 
Covenants are set on both the GHG 
Property companies (PropCo) and 
the OpCo divisions. The PropCo 
covenants comprise:

The loan to value ratio is not tested 
unless the rent cover drops below 
1.4 times, and the Group currently 
enjoys adequate headroom before the 
rent cover ratio drops below this hurdle. 
Interest cover is not considered to be 
a risk as both rental and interest are 
fixed through leases and interest rate 
swaps respectively.

The OpCo covenants comprise:

The forecast covenant compliance is 
based on a number of key assumptions 
and permitted adjustments, which 
indicate that significant headroom exists 
on all covenants. The tightest covenant 
is the cash cover ratio which is forecast 
to have headroom of £15 million, 
increasing to £40 million if potential 
cures are activated.

GHG has undrawn loan facilities of 
£55.7 million. 

Cash flow
Cash generated from operations at 
R4 934 million, is 6.3% higher than 
the prior year result of R4 640 million. 
The Group cash conversion to EBITDA 
ratio of 101.4% is higher than the 2009 
ratio of 94.2%. This increase can be 
attributed to a decrease in working 
capital balances in both SA and the UK. 
This is a particularly pleasing ratio given 
the turbulent economic conditions that 
prevailed during the year.

Risk management
Netcare is exposed to a number of 
external risks which could have a 
significant impact on our results. These 
risks are monitored on an ongoing basis. 
Appropriate derivative instruments are 
used to mitigate risk wherever possible, 
in line with the Group’s strategy.

The Group’s financial risks are outlined in note 
33 of the annual financial statements on:

Read more

pp 179 to 184
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Financial targets
The Group’s performance targets and 
achievements against these targets are 
set out on page 7. Actual performance 
is regularly evaluated against targets 
and, when necessary, targets are 
revised. We are pleased to report that 
we met all targets except for revenue 
growth in SA, which was negatively 
affected by the closure of loss-making 
clinics in Medicross.

Accounting policies
The Group adopted the following new and 
revised International Financial Reporting 
Standards (IFRS) during the year:

(revised);

Disclosures;

Financial Statements (revised); and

(a number of which we have adopted 
earlier than required).

The adoption of these statements 
has not had any material effect on the 
Group financial statements and, in most 
instances, these statements have given 
rise to additional disclosures within the 
notes to the annual financial statements. 

The Group’s accounting policies can be found 
in note 1 of the annual financial statements on

Read more

pp 138 to 149

There are a number of new standards 
and interpretations that have been 
released and are not yet effective. These 
are dealt with in more detail on page 149.

Capital reduction 
and dividend
The Board of directors declared a final 
capital reduction out of share premium 
of 6.5 cents per ordinary share and 
a dividend of 21.0 cents per ordinary 
share, payable to shareholders 
recorded in the Company’s register at 
21 January 2011. In the prior year, a final 
capital reduction out of share premium 
of 22.0 cents per ordinary share was 
distributed to shareholders. Total 
distributions to shareholders in respect 
of the 2010 financial year, including 
the interim capital reduction of 19.0 
cents per share, amounts to 46.5 cents 
(2009: 38.0 cents) per ordinary share, 
representing an increase of 22.4%.

Looking ahead
Financial targets
The Group is forecasting revenue 
growth in the upper single digits in SA 
and modest revenue growth in the UK. 
EBITDA margin is expected to show 
marginal improvement in SA. However, 
considering the challenging conditions 
in the UK economy and a change in the 
case mix, margin dilution is expected in 
the UK. Cash conversion of 95% is set 
for SA operations with a slightly lower 
ratio of 85% for the UK operations, due 
to the change in revenue mix.

In May 2010 Netcare’s Board approved 
an additional capital expenditure budget 
of R670 million, specifically allocated to 
expansionary and capacity-enhancing 
projects. These projects include the 
new Waterfall Hospital in Midrand, 
12 large projects to add 295 new beds, 
refurbishment of 238 beds, three new 
theatres, 30 doctors’ consulting rooms 
and 21 smaller projects. The capital 
expenditure will be invested over the 
course of the next three years and will 
be funded from internally-generated 
cash flows and existing facilities. 
Together with the spend on Waterfall 
Hospital, due to open in August 2011, as 
well as replacement capital expenditure, 
total budgeted capital expenditure for 
2011 will be around R1 billion.

Debt refinancing
The convertible bond of R1 475 million 
matures in September 2011. To ensure 
that there is sufficient liquidity in place 
should the bond not convert, appropriate 
committed facilities have been arranged 
with a South African bank, which were 
concluded after year-end.

Interest rate swaps
The scale and complexity of accounting 
for these financial instruments in difficult 
market conditions means that the risk 
of further volatility and potential income 
statement impact remains high. Material 
non-cash fair value movements could 
flow through the income statement in 
future years.
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Rm 2010 2009 2008 2007 2006

ASSETS
Non-current assets
Property, plant and equipment 23 852 25 097 29 732 26 683 27 246 
Goodwill and intangible assets 13 484 14 669 17 910 16 380 17 016 
Associated companies, investments and loans 180 130 104 298 255 
Financial asset – Derivative financial instruments 26 558 1 453 834 
Deferred taxation 1 446 1 147 689 514 396 
Total non-current assets 38 988 41 043 48 993 45 328 45 747 
Total current assets* 5 384 4 898 5 493 5 211 4 791 
Total assets* 44 372 45 941 54 486 50 539 50 538 
EQUITY AND LIABILITIES
Equity attributable to owners of the parent 4 157 4 144 4 493 4 132 2 237 
Preference share capital and premium 644 644 644 644 644 
Non-controlling interest 1 728 2 345 3 714 3 806 3 355 
Total shareholders’ equity 6 529 7 133 8 851 8 582 6 236 
Non-current liabilities
Long-term debt 21 630 25 423 31 530 28 944 29 224 
Financial liability – Derivative financial instruments 4 113 2 797 1 654 1 156 2 152 
Post-retirement benefit obligations 179 297 126 115 294 
Deferred lease liability 122 114 91 63 64 
Deferred taxation 4 430 5 041 6 463 6 073 6 399 
Provisions 30 48 56 90 140 
Total non-current liabilities 30 504 33 720 39 920 36 441 38 273 
Total current liabilities* 7 339 5 088 5 715 5 516 6 029 
Total equity and liabilities* 44 372 45 941 54 486 50 539 50 538 

* Includes discontinued operation.

Five-year review

Statement of financial position
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Rm
Compound

growth %# 2010 2009 2008 2007 2006

CONTINUING OPERATIONS
Revenue 19.1 22 474 23 232 21 735 18 607 11 152 
Cost of sales  (12 893)  (13 701)  (12 842)  (10 856)  (6 376)
Gross profit 9 581 9 531 8 893 7 751 4 776 
Other income, administrative and 
other expenses  (5 873)  (5 831)  (5 523)  (4 761)  (3 198)
Operating profit 23.8 3 708 3 700 3 370 2 990 1 578 
Financial income and expenses 20.9  (1 978)  (2 260)  (2 427)  (2 135)  (927)
Attributable earnings of associates 24 27 2 32 28 
Profit before taxation 26.8 1 754 1 467 945 887 679 
Taxation  (294)  (350)  (68) 99  (229)
Profit for the year from 
continuing operations 34.2 1 460 1 117 877 986 450 
DISCONTINUED OPERATION
Profit for the year from 
discontinued operations 634 105 109 87 
Profit for the year 1 460 1 751 982 1 095 537 
Attributable to:
Owners of the parent 1 233 1 564 801 927 729 
Preference shareholders 53 73 67 30 12 
Non-controlling interest 174 114 114 138  (204)

1 460 1 751 982 1 095 537 

# Four-year compound growth percentage per annum.

Income statement
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Rm
Compound

growth %# 2010 2009 2008 2007 2006

Cash generated from operations before 
working capital changes 4 797 5 011 4 735 4 252 2 179 
Working capital changes  137  (371)  (72)  (278)  (50)
Cash generated from operations 23.4 4 934 4 640 4 663 3 974 2 129 
Interest paid  (1 981)  (2 430)  (2 558)  (2 355)  (838)
Taxation paid  (565)  (526)  (290)  (286)  (234)
Ordinary dividends paid by subsidiaries  (1)  (3)  (1)
Preference dividends paid  (53)  (73)  (67)  (30)  (12)
Capital reductions paid 7.4  (521)  (430)  (406)  (347)  (391)
Net cash from operating activities 29.0 1 813 1 178 1 341 956 654 
Net cash from investing activities  (1 298)  (333)  (2 175)  (1 664)  (17 818)
Net cash from financing activities  138  (978) 889 614 19 273 
Increase/(decrease) in cash and 
cash equivalents  653  (133) 55  (94) 2 109 
Translation effects on cash and cash 
equivalents of foreign entities  (82)  (115)  (32) 39  (1 393)
Cash and cash equivalents at 
beginning of year 714 962 900 1 009 293 
Cash in disposal group held for sale 39  (54)
Cash and cash equivalents at end 
of year 6.2 1 285 714 962 900 1 009 

# Four-year compound growth percentage per annum.

Five-year review (continued)

Statement of cash flows
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2010 2009 2008 2007 2006

PROFITABILITY AND 
ASSET MANAGEMENT
Operating profit margin* % 16.5  15.9 15.5  16.1  14.1 
Operating profit return on net assets* % 11.6  9.9 8.4  8.0  7.7 
Return on equity attributable to owners 
of the parent %  29.5 22.9 18.0 30.0 23.0
LIQUIDITY AND LEVERAGE
Current ratio :1 0.7 1.0 1.0 0.9  0.8 
Quick ratio :1 0.6 0.8 0.8 0.8  0.7 
Interest cover* times 2.0 1.6 1.4 1.4  1.9 
Debt:equity ratio* % 370.6 370.9 368.2 351.1  499.8 
Total liabilities to ordinary 
shareholders’ equity % 9.1 9.4 10.2 10.2 19.8
EXCHANGE RATES
Closing rate at 30 September R:£ 10.93 11.95 14.76 14.03 14.53
Average rate for the year R:£ 11.63 13.73 14.65 14.13 11.90

* Based on continuing operations.

Rand:Pound Sterling monthly closing rate

17

16

15

14

13

12

11

10

R
:£

Mar 06 Sept 06 Mar 07 Mar 08 Mar 09Sept 07 Sept 08 Sept 09 Mar 10 Sept 10

10.68

14.53 14.24 14.03

16.08
14.76

13.64

11.95

11.03
10.93

Ratios

31Netcare Limited Annual Report 2010



Five-year review (continued)

2010 2009 2008 2007 2006

OPERATIONAL PERFORMANCE INDICATORS
South African hospitals
Number of hospitals1  54  54  52  49  47 
Registered beds  8 874  8 766  8 678  7 936  7 610 
Increase in patient days (%)  0.6  4.9  12.8  4.5  3.8 
(Decrease)/increase in patient admissions (%)  (3.5)  4.3  10.8  5.9  5.3 
Average length of stay  3.44  3.36  3.32  3.32  3.24 
Primary Care
Medicross medicentres  69  79  77  70  67 
Prime Cure clinics  22  24  27  25  37 
Total number of visits  3 345 330  3 690 342  3 742 812  3 582 693  3 276 319 
Number of lives managed  181 881  256 243  235 039  177 355  129 920 
United Kingdom hospitals
Number of hospitals1 64  57  55  48  49 
Registered beds 3 035  2 878  2 840  2 606  2 658 
Patient admissions (total cases)  276 192  261 166  246 502  229 495  241 173 
Outpatient cases  1 279 539  1 135 010  944 360  892 527  865 697 
SOCIAL PERFORMANCE INDICATORS
Total employees  30 096 29 648 28 884 27 730 26 268 

South Africa  20 887 20 518 19 681 18 877 17 718 
United Kingdom  9 209 9 130 9 203 8 853 8 550 

ABC employee representation2 (%) 66.0  64.7  63.1  61.4  57.6 
Unionised employees2 (%) 48.0  40.8  41.6  39.0  39.8 
Training expenditure2 (R million)  114 93 95 100 86 
Community investment2 (R million)  57 37 25 37 29 
ENVIRONMENTAL PERFORMANCE 
INDICATORS
Energy use2 (GigaJoules)  820 075 935 306 876 890 1 056 562 731 003 
Water use2 (Kilolitres)  1 682 000 1 467 000 1 815 909 1 682 000 1 613 800 
CO2e emissions2, 3 (Metric tons)  274 041 296 987 278 901 250 970 
Total CO2e per R1 million revenue2, 3  21.85  25.10  26.86  24.32 

1 Owned and managed hospitals.
2 SA operations only.
3 Information not available on a comparable basis for 2006.

Key performance indicators

OVERVIEW
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Compound
growth %# 2010 2009 2008 2007 2006

ORDINARY SHARE 
PERFORMANCE
Shares in issue million  1 437  1 426  1 858  1 841  1 779 
Shares in issue net of treasury shares million  1 277  1 266  1 262  1 245  1 183 
Weighted average number of shares million  1 271 1 263  1 261 1 230  1 448 
Diluted weighted average number of 
shares million  1 303 1 275  1 280 1 293  1 469 
Attributable earnings per share cents

Basic 17.8 97.0 123.8  63.5 75.4 50.3
Diluted 17.5 94.6 122.6  62.6 71.7 49.6

Headline earnings per share cents
Basic 21.5 96.5 78.2  61.5 77.6 44.3
Diluted 21.1 94.1 77.5  60.5 73.8 43.7

Distributions per share cents 14.6 46.5 38.0  32.0 31.0 27.0
Capital reduction 25.5 38.0  32.0 31.0  27.0 
Dividend 21.0

Distribution cover times 2.1 2.1  1.9  2.5  1.6 
Equity attributable to owners of the 
parent per share cents  325.5  327.3  356.0  331.9  189.1 
Market capitalisation R million  19 888  14 788  15 329  21 963  22 056 
Earnings yield % 7.0 7.5  7.5  6.5  3.6 
Distribution yield % 3.4 3.7  3.9  2.6  2.2 
Price:earnings ratio times 14.3 13.3  13.4  15.4  28.0 
STOCK EXCHANGE 
PERFORMANCE
Market price per share cents

At 30 September  1 384  1 037  825  1 193  1 240 
Highest  1 410  1 090  1 360  1 677  1 318 
Lowest  1 048  600  630  1 150  611 
Weighted average  1 291  866  948  1 368  950 

Number of share transactions  129 387  112 941  22 384  114 167  77 800 
Value of share transactions R million  9 398.0  9 637.4  5 814.9  15 964.3  10 042.2 
Volume of shares traded million  727.9  1 112.9  664.1  1 166.9  1 057.0 
Volume traded to issued %  57.0  87.9  52.6  93.7  89.3 

# Four-year compound growth percentage per annum.

Share performance
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