
Financial capital

Financial overview1

Revenue
R18 843 million 
q12.7%

EBITDA

R2 088 million 
q52.4% 

Adjusted HEPS

47.6 cents 
q72.2%

Net debt/EBITDA

3.1x
(2019: 1.2x)

Cash and committed  
facilities

R5.6 billion

Suspension
of final dividend

1.  Normalised to exclude impact of IFRS 16 and exceptional items, comprising a once-off non-cash share-based payment expense on the B-BBEE transaction, a net profit on 
disposal of an associate and 2019 realisation of foreign currency translation reserve.

“The emergence of COVID-19 in South 
Africa in March made the 2020 financial 
year one of the most extraordinary 
periods in Netcare’s 23-year history. 
However, our efforts in past years to 
achieve an optimal capital structure 
resilient to economic shocks is standing 
us in good stead in our comprehensive 
response to the COVID-19 pandemic and 
ensuing socioeconomic crisis.”

Keith Gibson,  Group CFO

Chief Financial Officer’s review
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Overview
The year ended 30 September 2020 (FY2020) was a year 
of two halves. For the first five months, it was largely 
business as usual and the Group was tracking reasonably 
well against key operational and financial indicators, 
despite the already difficult socioeconomic conditions 
in SA. 

During November and December 2019, Netcare executed 
the buyback and cancellation of 12.7 million shares for 
R251 million at an average price of R19.68 per share, 
growing value for our shareholders. Total patient days at 
the end of February 2020 were 1.2% lower than the 
comparative period, with an increase in Akeso Clinics 
patient days of 4.7% offset by a decline in acute patient 
days of 1.7%. In our acute hospital business, EBITDA 
margins were in line with guidance of 20.5%, assisted by 
cost savings initiatives. At this stage, our net debt/EBITDA 
ratio was comfortable at 1.4 times, well below banking 
covenants.

The second half was dedicated to weathering the COVID-19 
storm and navigating extreme uncertainty, especially in 
making robust assumptions to underpin our financial 
planning. The additional expenses associated with 
operating in these circumstances more than offset the cost 
savings achieved early in the year. This, in combination with 
declining activity levels across our service lines, resulted in 
negative operating leverage with the reduction in EBITDA 
exceeding that of revenue due to the fixed component of 
our cost base. 

Despite the pressure, Netcare’s statement of financial 
position remains strong, and debt levels are manageable. 

This was largely due to the success of our cash 
preservation measures, aided by the receipt of 
R778 million from the sale of the UK properties owned 
by GHG PropCo 2. At 30 September 2020, the Group 
had cash resources and committed undrawn facilities 
of R5.6 billion available. 

Looking to FY2021, we anticipate capital expenditure of 
R1.2 billion including approximately R400 million on the 
new Netcare Alberton Hospital (replacing the Netcare 
Union and Clinton hospitals), a further R30 million on the 
implementation of CareOn, R70 million to upgrade our 
hospital Wi-Fi and firewall systems, and R30 million on 
the new 36-bed Akeso Clinics facility in Richards Bay due 
to open towards the end of the financial year. We will 
also invest an estimated R40 million in the new 72-bed 
Akeso Clinics facility in Port Elizabeth, to be completed in 
September 2022. 

Our focus will remain steadfast on maintaining an 
optimal capital structure, supported by disciplined capital 
allocation and measurement of returns, in full view of the 
considerations required to recover profitability and achieve 
balanced value creation for all our stakeholders.

We adopted International Financial Reporting 
Standards (IFRS) 16: Leases in FY2020, applying 
the modified approach, which requires no 
restatement of the prior year’s results. 
Additional disclosure is provided in this review 
to aid comparability in year-on-year 
performance. 

OUR BUSINESS HOW WE CREATE VALUE HOW WE RUN OUR BUSINESS HOW WE PERFORMED ADMINISTRATION
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Financial capital continued

Disciplined capital management approach 
Our ambition is to remain a world-class provider of healthcare, which requires disciplined capital allocation to strategic 
initiatives that will drive Netcare’s ability to compete, innovate and grow; while maintaining an optimal capital structure. We will 
achieve this through diligent application of the capital management framework (below), which has been implemented over 
several years and which we continue to refine and embed in the way we operate and measure value. 

u u u

INVESTMENT STRATEGY 
Identifying opportunities 
and alterations linked to 
Group strategy 

Examples:
• Digitisation
•  Additions to the Netcare 

ecosystem

OUR DISCIPLINED APPROACH THROUGH THE CAPITAL CYCLE INVOLVES:

CAPITAL INVESTMENT
Using decision models to 
select investments with 
highest NPV 

Examples:
• New hospital builds
•  Disposal of under-

performing facilities

CAPITAL DISTRIBUTION
Maintaining optimal 
capital structure and 
returning surplus capital to 
shareholders

Examples:
•  Dividend policy
•  Share buybacks

CASH GENERATION
Measuring performance 
through ROIC and 
economic profit 

Examples:
•  ROIC and economic profit 

implemented at hospital 
level to drive long-term 
cash generation

u u u

01  Investment strategy involves the search for new growth opportunities and the consideration of alternatives aligned 
to the Group strategy. This includes the identification and selection of investments in our digital and data strategies, 
and of new business lines and services added to the Netcare ecosystem. 

02  Capital investment pertains to applying robust decision models to evaluate and select investments with the 
highest expected net present value (NPV). This would apply to our decisions to invest in capacity, such as new 
hospital builds, as well as to disinvest where returns do not meet our hurdle rates, such as the disposal of 
under-performing facilities. 

03  Cash generation is served by sound capital investment decisions, with ROIC and economic profit being the key 
metrics we use to monitor and drive Netcare’s intrinsic value. These measures have been implemented at hospital 
level to ensure behaviours that will ultimately increase long-term cash generation. 

04  Capital distribution employs decision analysis to determine the optimal capital structure for the Group and 
payout policies. If we do not have sufficient positive NPV investments available, we distribute surplus capital to 
our shareholders. 
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The COVID-19 crisis has required that we make capital 
allocation decisions more quickly and having this 
framework in place has proven beneficial in this respect.  

Detailed scenario analysis informed Netcare’s planning 
during this period, enabling us to assess the potential 
impacts of the pandemic on our operating performance 
and cash flow. Our demand forecasting model, aligned to 
the scenario analysis, allowed us to adjust our operational 
plans and manage our bed capacity on a risk-stratified 
basis. This model is dynamic and adjusts daily based on 
actual experience as more data is obtained. 

Given the uncertainty surrounding the future impact and 
longevity of the pandemic, our short-term focus on cash 
preservation remains crucial. However, we will ensure we 
balance this with faithful application of our long-term 
capital management policies. As our operating environment 
normalises, we will advance our asset light strategy by 
favouring investments in strategic projects that will drive 
revenue growth, operational excellence and cost-efficiency. 

We strive to find the right balance between investing in the 
long-term health of the Group, and achieving our medium-
term financial targets. In addition to ROIC and economic 
profit, we also use cash flow return on investment (CFROI) 
to measure performance. However, ROIC is our preferred 
metric as it is less complicated to calculate, requires fewer 
adjustments and is easier to communicate, both internally 
to our managers and to external stakeholders. ROIC is also 
a key driver of economic profit. 

However, it is important to note that ROIC can be distorted, 
especially when comparing the performance of old 
hospitals to new ones, or by insufficient reinvestment in 
assets over time. Failing to invest in maintaining our 
facilities negatively impacts our ability to compete 
effectively as a trusted healthcare provider and, ultimately, 
would be detrimental to ROIC. CFROI removes this 
distortion because it is based on gross assets and is 
inflation-adjusted. For these reasons, it is ideal for 
benchmarking and acts as an assurance metric. As such, 
we monitor CFROI at executive level but we use ROIC for 
managing our business on a daily basis. The measures are 
highly correlated, and we are confident that driving ROIC 
and economic profit results in value creation. 

Robust returns in a sector under 
pressure 
The CFROI of healthcare facilities, both globally and in SA, 
has shown a declining trend over the past five years 
(shown below). This is also true for Netcare, with downward 
pressure on tariffs and the introduction of low-cost 
networks by funders, while cost pressures related to the 
shortage of nurses and rapidly rising utility costs have 
curbed margins. Our strategy seeks to mitigate these 
pressures; a key example being our environmental 
sustainability strategy, which has seen us invest in a 
substantial solar fleet to counter rising electricity costs and 
reduce our dependence on unreliable national supply. 

CFROI1 (%)

2015 2016 2017 2018 2019

Netcare2

14.1
12.8

11.0 11.5
12.2

2015 2016 2017 2018 2019

SA listed hospitals3

9.2
8.7 8.5 8.4

7.5

10

8

6

4

2

0

1. CFROI is a measure of real returns on capital (inflation adjusted).
2. Calculated by Fractal Value Advisors on Netcare’s SA operations. 
3. Source: Credit Suisse HOLT Lens.
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Financial capital continued

Despite the declining sector trend, Netcare has generated CFROI that exceeds our cost of capital to the extent that we are a 
best-in-class, top quartile performer globally, and we have delivered returns well above our South African peers for the five 
years to 30 September 2019. Comparing Netcare’s ROIC to the aggregate of the SA healthcare sector, our returns are at the 
top of the range. 

However, FY2020 created an anomaly in these trend lines. If we adjust reported ROIC for the impacts of IFRS 16, the estimated 
impact of COVID-19 and central costs relating to CareOn (the Hospital division’s digitisation project), data enablement and new 
business development, ROIC reconciles to a respectable 19.6%. 

2015 2016
■ Netcare ■ SA healthcare

2017 2018 2019

Netcare versus SA healthcare2 (%)

27.9

10.4

24.7

9.6

19.7

8.7

20.0

8.5

20.1

6.8

Reported 
ROIC

Impact of 
IFRS 16

Impact of 
COVID-19

Other3 Adjusted 
ROIC

2020 ROIC analysis (%)

5.6
1.1

12.4 0.5 19.6

ROIC1

Impact of COVID-19 on operating results 
The COVID-19 pandemic had a materially negative 
impact on Netcare’s performance for the year ended 
30 September 2020, with our estimates showing declines 
of about R3.7 billion and R2.3 billion in revenue and 
EBITDA, respectively. The Group incurred additional 
operating costs amounting to R300 million to keep our 
patients, nurses, doctors, contractors and employees safe 
during the pandemic. Mostly, this was spent on PPE, 
screening, training and sanitising. We also spent 
R156 million on COVID-19 related capital expenditure, 
and earned R78 million less from rental and parking 
income following concessions granted. The impact on 
working capital amounted to R700 million, including a 
build-up of inventory reserves to ensure adequate levels 
of PPE, drugs and consumables. 

In the second half, the suspension of non-urgent surgery 
during levels 5 and 4 of the national lockdown impacted 
patient days. This impact was most acute in July 2020 when 
COVID-19 infections peaked, exacerbated by the significant 
fall in typical seasonal flu or respiratory viral cases. 
Emergency and trauma-related activity also fell dramatically 
during the initial stages of lockdown. As lockdown levels 
eased and COVID-19 admissions reduced, medically 
necessary and time-sensitive surgeries resumed, which led 
to a gradual and steady uplift in patient days. However, this 
was insufficient to counter the falloff in activity in the initial 
months of the lockdown. 

1. Calculated by Fractal Value Advisors (Netcare reflects SA operations).
2. Major listed hospital and pharmaceutical companies. 
3. CareOn, data platform and analytics and new business development.
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Analysis of financial performance
To aid comparability, the commentary that follows excludes the impact of IFRS 16 and exceptional items 
(comprising a profit on disposal of investment in an associate and a once-off non-cash share-based payment 
expense on the B-BBEE transaction), unless otherwise indicated. 

Key financial results

Year ended
Six months

 ended

Rm
30 September

2020¹
30 September

2019
YoY

% change
31 March

2020¹
Revenue 18 843 21 589 (12.7) 10 713
Normalised EBITDA² 2 088 4 388 (52.4) 2 127
Normalised operating profit² 1 303 3 640 (64.2) 1 738
Profit before taxation² 837 3 229 (74.1) 1 523
Taxation² (322) (879) 63.4 (442)
Profit after taxation² 515 2 350 (78.1) 1 081
Exceptional items – net of taxation:
–  Profit on disposal of investment in associate 474
–  Share-based payment expense on B-BBEE transaction (348) (348)
–  Realisation of foreign currency translation reserve 128
Profit for the period 641 2 478 (74.1) 733
Adjusted HEPS (cents) 47.6 171.2 (72.2) 79.0
ROIC (%) 6.7 20.1 18.1

1.  March and September 2020 reported on a pre-IFRS 16 basis. (Please refer to note 11 and annexure E of the audited Group financial statements.)
2.  ‘Normalised’ to exclude the impact of exceptional items, comprising a net profit on disposal of investment in an associate and a once-off non-cash share-based payment 

expense on the B-BBEE transaction.

• As a result of lower patient days, Group revenue declined by 12.7% to R18 843 million (2019: R21 589 million). 
• Normalised EBITDA declined 52.4% to R2 088 million (2019: R4 388 million), and the EBITDA margin contracted to 11.1% 

from 20.3% in the previous year. 
• Higher costs resulted in negative operating leverage with operating profit down 64.2% to R1 303 million (2019: R3 640 million). 
• Impairments of financial assets recognised under IFRS 9: Financial Instruments increased to R274 million (2019: R123 million) 

as a result of the detrimental impact of COVID-19 on the broader business environment. 
• Net interest paid increased marginally to R504 million (2019: R484 million) benefiting from a lower average cost of debt, 

although applied to higher average debt levels during the year. 
• Profit before taxation decreased by 74.1% to R837 million (2019: R3 229 million). The taxation charge amounted to 

R322 million (2019: R879 million) reflecting an effective tax rate of 38.5% (2019: 27.2%). 
• Profit after taxation decreased by 78.1% to R515 million (2019: R2 350 million). 

Exceptional items 
In FY2020, an after tax profit of R474 million was realised on the disposal of the GHG PropCo 2 associate, following the sale 
of its UK hospital properties, while a once-off non-cash share-based payment expense of R348 million was recognised on the 
implementation of Netcare’s B-BBEE transaction in October 2019. This transaction benefits over 20 000 Netcare employees, 
of whom 80% are black and 65% are black women. In FY2019, a gain of R128 million was recognised on the realisation of a 
foreign currency translation reserve related to the deregistration of a foreign subsidiary. 

OUR BUSINESS HOW WE CREATE VALUE HOW WE RUN OUR BUSINESS HOW WE PERFORMED ADMINISTRATION
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Financial capital continued

Operational performance 

Rm

Hospital
and 

pharmacy
operations

Non-acute
services

Hospital
and

Emergency
services

Primary
Care

Inter-
segment

elimination1 Total
30 September 2020
Statement of profit or loss
Revenue 17 239 1 011 18 250 611 (18) 18 843
EBITDA – before items below 2 362 103 2 465 93 – 2 558
Depreciation and amortisation (885) (177) (1 062) (103) – (1 165)
Operating profit – before 
items below 1 477 (74) 1 403 (10) – 1 393
Share-based payment expense 
on B-BBEE transaction (348) – (348) – – (348)
Profit on disposal of investment 
in associate 522 – 522 – – 522
Operating profit 1 651 (74) 1 577 (10) – 1 567
Additional segment information
Impairment of property, plant 
and equipment – (3) (3) – – (3)

1. Relates to revenue earned in the Hospital and Emergency services segment. 

Rm

Hospital 
and 

pharmacy
operations1

Non-acute
services

Hospital
and

Emergency
services

Primary 
Care

Inter-
segment

elimination2 Total
30 September 2019
Statement of profit or loss
Revenue 19 800 1 104 20 904 701 (16) 21 589
EBITDA – before item below 4 162 118 4 280 108 – 4 388
Depreciation and amortisation (645) (58) (703) (45) – (748)
Operating profit – before item 
below 3 517 60 3 577 63 – 3 640
Realisation of foreign currency 
reserve 128 – 128 – – 128
Operating profit 3 645 60 3 705 63 – 3 768
Additional segment information
Impairment of property, plant and 
equipment – (7) (7) – – (7)

1.  EBITDA and operating profit in 2019 are inclusive of UK-related restructure costs amounting to R13 million, Hospital division restructure costs amounting to R22 million, a loss 
on disposal of a subsidiary amounting to R27 million, and a profit on disposal of property, plant and equipment of R69 million. 

2. Relates to revenue earned in the Hospital and Emergency services segment. 

The 2019 operational results have been restated to reflect the impact of the integration of 15 Medicross day 
clinics into our Hospital and pharmacy operations. 
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Hospital and Emergency services 
This segment is disaggregated into Hospital and pharmacy 
operations, covering our acute hospital network and 
15 Medicross day clinics, and non-acute services. 
Non-acute services include emergency medical services, 
mental health clinics and cancer services.

Segment revenue declined by 12.7% to R18 250 million 
(2019: R20 904 million). For the first six months, total 
patient days declined by 2.6%, made up of 3.2% less acute 
hospital patient days, offset by 2.9% growth in Akeso 
Clinics. From March 2020, activity in our hospitals tracked 
the various lockdown alert levels, with further impact 
coming from internal measures to balance capacity 
and demand for COVID-19 beds, especially in our 
critical care units. 

Total patient days for the full year declined by 19.8%, made 
up of a 19.6% decline in acute hospital patient days and 
a 21.2% decline in Akeso Clinics patient days. In the first 
five months, average full-week acute hospital occupancy 
was 62.5% and 67.7% on weekdays. However, full-week 
occupancy ended the year at 52.5% (2019: 66.0%), with 
weekday occupancy of 56.2% down from 71.6% a year 
earlier. Acute revenue per patient day increased by 8.7%, 
primarily due to a higher mix of more severe admissions. 

In line with the acute services, trading activity in Akeso 
Clinics dropped in the second half as lockdown measures 
and the suspension of group therapy sessions necessitated 
a shift to outpatient treatment for the majority of patients. 
Overall occupancy for the year was 55.0% (2019: 71.6%). 

Normalised EBITDA for the segment decreased by 52.0% 
to R2 052 million from R4 273 million in 2019, with EBITDA 
margin contracting to 11.2% from 20.4%. Additional costs 
of R300 million were incurred as a result of the pandemic. 
The impact of rental concessions granted in respect of 
doctors’ rooms, imaging and diagnostics, coffee shops 
and retail pharmacies, as well as lost parking revenues 
amounted to R78 million. In addition, R15 million was 
spent on the CareOn EMR project, R22 million on the 
development of a data platform and analytics capabilities, 
while R63 million was invested in new business 
development. Normalised EBITDA margins, excluding the 
estimated impact of IFRS 16 and COVID-19, as well as these 
central costs, were marginally lower than the prior year. 

In our Hospital and pharmacy operations, EBITDA margins 
during the pre-COVID-19 period (October 2019 to 
February 2020) were in line with guidance of 20.5%, 
assisted by cost-saving initiatives. Full-year EBITDA margins 
of 12.3% (before CareOn, data enablement and new 
business development costs) were negatively affected by 
lower activity and subsequent negative operating leverage. 

Primary Care
Effective 1 October 2019, 15 Medicross day clinics 
were integrated into the Hospital operations. 
The results of these day clinics are therefore 
included in Hospital and pharmacy operations. 
To aid comparability, the 2019 results have 
been restated.

This segment offers comprehensive primary healthcare 
services, employee health and wellness services, and 
administrative services to medical and dental practices. 

Primary Care revenue decreased by 12.8% to R611 million 
(2019: R701 million) due to a sharp reduction in patient 
visits in the second half, along with the rationalisation of 
seven previously loss-making Medicross clinics. Underlying 
revenue decline (excluding rationalised clinics) amounted 
to 6.0%. There has been a steady improvement in activity 
levels since the severe COVID-19 impact experienced in 
April 2020, and the service platform turned EBITDA positive 
from June 2020. 

EBITDA reduced to R36 million (2019: R108 million) due 
to lower activity levels, which more than offset the benefits 
of the clinic rationalisation, while the EBITDA margin 
contracted to 5.9% (2019: 15.4%) primarily due to the 
fixed component of the cost base. 

OUR BUSINESS HOW WE CREATE VALUE HOW WE RUN OUR BUSINESS HOW WE PERFORMED ADMINISTRATION
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Financial capital continued

Statement of financial position 

Rm 
30 September

2020¹
30 September

2019
Assets 
Property, plant, equipment, goodwill and intangible assets  14 469 14 322
Right of use assets 3 755 –
Other non-current assets 1 670 1 569
Current assets 6 050 5 298
Assets classified as held for sale – 226
Total assets 25 944 21 415
Equity and liabilities 
Total shareholders’ equity 9 799 10 235
Borrowings 7 873 6 846
Lease liability – long and short term 4 045 –
Other liabilities 4 227 4 334
Total equity and liabilities 25 944 21 415

1. September 2020 reported on an IFRS 16 basis; September 2019 not restated.

At 30 September 2020, total assets increased to R25 944 million from R21 415 million in the previous year. This included the 
recognition of a right of use asset of R3 755 million under IFRS 16. The right of use asset is offset by the corresponding 
recognition of total short- and long-term lease liabilities of R4 045 million at year-end. 

Due to the cash preservation measures put in place during the pandemic, capital expenditure for the year (including intangible 
assets) reduced to R999 million (2019: R1 429 million), of which R193 million was invested in expansionary projects. 

The optimisation of working capital is a key focus at operating level, and is managed and monitored by the Working Capital 
Committee. Working capital was well managed in the year. However, given our priority to procure additional inventory 
reserves, especially of PPE, drugs and consumables at a time of scarce global supply, the Group was carrying higher levels 
of inventory at year-end.

Total shareholders’ equity decreased to R9 799 million from R10 235 million, largely due to lower operating profit and the 
repurchase and cancellation of shares during the year. 

Net debt 

Rm
30 September 

2020
30 September 

2019
Gross debt 7 873 6 846
Cash (1 450) (1 732)
Net debt 6 423 5 114
Net debt to EBITDA¹ (times)2 3.1 1.2

Cost of debt (%) 6.4 8.6
Net interest expense:
Other net interest expense 504 484
Interest on lease liability 371 –

875 484

Interest cover1 (times)2 2.6 7.5
1.  Normalised to exclude impact of exceptional items, comprising a once-off non-cash share-based payment expense on B-BBEE transaction, a net profit on disposal of an 

associate and 2019 realisation of foreign currency translation reserve.
2. Pre IFRS 16.
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GCR credit rating
• Long term AA-
• Short term A1+

• Bank covenant waivers secured 
for 31 March 2021

• 40% of borrowings at fixed rates

Post IFRS 16 metrics 
• Net debt to EBITDA: 2.5 times
• Interest cover: 1.6 times

At 30 September 2020, Group net debt (exclusive of IFRS 16 liabilities) increased to R6 423 million (2019: R5 114 million). 
Leverage increased with net debt to EBITDA coverage moving up to 3.1 times on a pre-IFRS 16 basis. This is above our banking 
covenants, which require this metric to be below 2.75 times. However, we proactively obtained a waiver of the September 
2020 covenant test. As a precaution, we have also secured a waiver of the March 2021 covenant test. 

The cost of debt has decreased from 8.6% to 6.4% as a result of reductions in borrowing rates during the year. Net interest 
paid increased slightly to R504 million from R484 million in 2019. Interest cover has dropped to 2.6 times as a result of lower 
trading performance. 

Debt facilities 

1 450

2 264

7 873 4 155

Net debt and facilities
30 September 2020 (Rm)

n Uncommitted facilities
n Committed facilities
n Cash
n Utilised facilities

H1
2020

H2
2020

2022 2023 2024 2025

Debt maturity profile (Rm)

391

715

2 823

2 122

585

1 222

The pressures introduced by the COVID-19 pandemic heightened the need to secure access to liquidity. Netcare had cash 
balances of R1.4 billion on hand, as well as committed undrawn debt facilities of R4.2 billion at its disposal at year-end. 
We have access to sufficient resources from which to fund the Group’s future needs. In addition to securing additional 
facilities, we are maintaining a prudent approach to liquidity management through cash preservation initiatives that include: 
• Tight control of costs; 
• Managing capital expenditure spend in terms of our asset light strategy; and 
• The decision not to pay an interim or final dividend. 

Our debt maturing profile is appropriately staggered with only R391 million maturing in the first half of FY2021 and 
R715 million maturing in the second half. The Group is well placed to withstand the uncertainties of the year ahead. 
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Financial capital continued

Statement of cash flows 

Rm
30 September

2020
30 September

2019
Cash generated from operations  1 492  4 888 
Interest paid on debt  (580)  (602)
Interest paid on lease liabilities  (367) –
Taxation paid  (601)  (967)
Ordinary dividends paid by subsidiaries  (11)  (21)
Ordinary dividends paid   (860)  (1 454)
Special dividends paid –  (542)
Preference dividends paid  (54)  (54)
Distributions to beneficiaries of the HPFL B-BBEE¹ trusts  (11)  (26)
Net cash from operating activities  (992)  1 222 
Net cash from investing activities  58  (1 125)
Net cash from financing activities  653  265 

1. Health Partners for Life B-BBEE transaction. 

As a result of the suppressed trading results in FY2020, cash generated from operations reduced from R4 888 million to 
R1 492 million. Cash outflows included R1 395 million relating to a net increase in working capital, which despite the need to 
prioritise additional inventory reserves, was well managed. After paying net finance costs of R791 million and cash taxes of 
R601 million, as well as investing R772 million to maintain our facilities, the Group experienced a free cash outflow of 
R672 million. Proceeds on the disposal of GHG PropCo 2 of R778 million were received in September 2020. An amount of 
R189 million, net of disposal proceeds, was invested in value creating expansionary capital projects. A total of R1 111 million 
was distributed to shareholders prior to the onset of the pandemic in ordinary dividends and share buybacks. As a result of 
the above, the Group’s net debt increased by R1 309 million, with a closing net to EBTDA leverage of 3.1 times. This is 
illustrated in the graph below. 

Analysis of cash flows (Rm)
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Outlook 
In line with global trends, a relaxation of lockdown measures and COVID-19 fatigue is resulting in a second wave of infections. 
Our experience of bed demand during the initial surge and reduced lengths of stay due to more effective treatment modalities 
suggest that the second wave should not place hospital capacity under constraint. Our digital systems, policies and procedures 
and changes in ways of working should allow us to continue operating our facilities without major disruption. While the 
demand for and provision of healthcare services will remain fluid into the first half of FY2021, we do not foresee wide-scale 
suspension of elective surgery and activity over the short term. Nevertheless, hospital occupancy and margins may be 
impacted by changes in volume and case-mix. This will be determined by the timing and pattern of a COVID-19 resurgence and 
subsequent recovery, as well as increased costs of risk mitigation measures that are essential in delivering healthcare in these 
circumstances.

Our strategy to deliver a sustainable competitive advantage is firmly back on track. Our performance into FY2021 may be 
tempered by a weak macroeconomic outlook and the threat of a second wave, but we do expect volumes to recover into the 
second half. Our job preservation strategy will go hand-in-hand with extremely tight cost control and maintaining efficiencies. 
We expect margins to improve off a low base, and we reaffirm our commitment to drive our capital management metrics with 
diligence and discipline. 

Appreciation 
I extend my gratitude to our finance staff across the Group, who have adapted very quickly and efficiently to different ways of 
working to ensure ongoing quality reporting, and have done so without disruption or delay to our timetables, which has been 
no small feat.

Keith Gibson
Chief Financial Officer 
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