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4.1 GENERAL INFORMATION
Name:
RH Bophelo Limited
Registration number:
2016/533398/06
Registered office:
3rd Floor, 18 Melrose Boulevard, Melrose Arch, 2076
Telephone:
(+27) (0)10 007 2171
Investment manager:
RH Bophelo Management Company Proprietary Limited
The Square, 3rd Floor, 18 Melrose Boulevard, Melrose Arch, 2076
Auditor:
Deloitte & Touche Registered Auditor - Gauteng
Buildings 1 and 2, Deloitte Place, The Woodlands
Woodlands Drive, Woodmead, Sandton, 2052
Sponsor:
Deloitte & Touche Sponsor Services Proprietary Ltd
(Registration number 1996/000034/07)
The Woodlands, Woodlands Drive, Woodmead, Sandton
Johannesburg, 2196, South Africa
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4.2 Statement of Directors’ Responsibility
The directors are responsible for the preparation, integrity and fair
presentation of the annual financial statements of RH Bophelo
Limited. The financial statements are prepared in accordance with
the IFRS, the South African Institute of Chartered Accountants
(SAICA) Financial Reporting Guides as issued by the Accounting
Practices Committee, the Financial Reporting Pronouncements
as issued by Financial Reporting Standards Council and the
requirements of the Companies Act, 71 of 2008.
The directors consider that in preparing the financial statements
they have used the most appropriate accounting policies,
consistently applied and supported by reasonable and prudent
judgements and estimates, and that all International Financial
Reporting Standards that they consider to be applicable have been
followed. The directors are satisfied that the information contained
in the financial statements fairly present the results of operations for
the year and the financial position of the Company at the end of the
financial year.
The directors acknowledge that they are ultimately responsible
for the system of internal financial control established by the
Company, and place considerable importance on maintaining a
strong control environment. To enable the directors to meet these
responsibilities, the directors set standards for internal control
aimed at reducing the risk of error or loss in a cost effective manner.
The standards include the proper delegation of responsibilities
within a clearly defined framework, effective accounting procedures
and adequate segregation of duties to ensure an acceptable level of
risk. These controls are monitored throughout the Company and all
employees are required to maintain the highest ethical standards
in ensuring the Company’s business is conducted in a manner that
in all reasonable circumstances is above reproach. The focus of risk
management is on identifying, assessing, managing and monitoring
all known forms of risk across the Company. While operating risk
cannot be fully eliminated, an endeavour is made to minimise it

by ensuring that appropriate infrastructure, controls, systems and
ethical behaviour are applied and managed within predetermined
procedures and constraints.
The directors are of the opinion, based on the information and
explanations given by management that the system of internal
control provides reasonable assurance that the financial records
may be relied on for the preparation of the financial statements.
However, any system of internal financial control can provide
only reasonable, and not absolute, assurance against material
misstatement or loss.
The financial statements were prepared on a going concern basis.
The assets of the Company, fairly valued, exceed its liabilities. The
directors are of the opinion that the Company will continue as a
going concern in the future.
The financial statements were audited by the independent auditors,
Deloitte & Touche, to whom unrestricted access was given to all
financial records and related information, including minutes of all
meetings of shareholders, the Board of Directors and committees of
the board. The directors believe that all representations made to the
independent auditors during their audit are valid and appropriate.
The annual financial statements set out on pages 70 to 98 for
the year ended 28 February 2019 were approved by the Board of
Directors and signed on its behalf by:

		

Dion Mhlaba (Financial Director)
Date: 28 June 2019
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4.3 Company Secretary’s Certification
DECLARATION BY THE COMPANY SECRETARY
IN RESPECT OF SECTION 88(2)(E) OF THE
COMPANIES ACT
In my capacity as the Company Secretary, I hereby confirm, in
terms of the South African Companies Act, No. 71 of 2008, as
amended, that for the year ended 28 February 2019, RH Bophelo
Limited has lodged with the Registrar of Companies all such returns
as are required of a public company in terms of this Act, and that
all such returns are, to the best of my knowledge and belief, true,
correct and up to date.

Corporate Services
Ragni Naicker (Company Secretary)
Date: 28 June 2019
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4.4 Audit and Risk Committee Report
INTRODUCTION
The audit and risk committee (“the Committee”) presents its report
for the financial year ended 28 February 2019. The Committee
reports that it has adopted formal terms of reference as its audit and
risk committee Charter (“the Charter”), and that it has discharged
all of its responsibilities for the current financial year, in compliance
with the Charter.

OBJECTIVES AND SCOPE
The overall objectives of the Committee are:
	Assess the adequacy of the internal control system, financial
control systems and the accounting systems;
	Review of the integrated report, summarised financial
statements, interim financial statements and annual
financial statements;
	Nominate external auditors for appointment, approve external
audit fees and set groups policy on non-audit services provided
by external auditors;
Monitor compliance with legal requirements;
Assess the performance of financial management;
Recommend budgets and plans;
	Conduct periodic review and assessment of the business risks
the Group faces.

	Assurance was sought and provided by Deloitte & Touche that
internal corporate governance processes within Deloitte &
Touche support its claim to independence;
	agreed, in consultation with executive management, to the terms
of the engagement letter, audit plan and budgeted fees for the
2019 year;
	approved the non-audit service arrangements with Deloitte
& Touche. The nature and extent of these services have been
reviewed to ensure the fees for these services do not become so
significant as to impact its independence;
	recommended the annual financial statements to the Board for
approval, based on processes and assurances obtained;
	through its review of the 2019 budget and discussions
with management, reported to the Board that it supported
management’s view that the Company will be a going concern in
the foreseeable future; and
	reviews the key risks facing the Company on an ongoing basis.
The audit and risk committee is satisfied that adequate controls
are in place to mitigate the identified key risks.
	the audit and risk committee has considered the JSE Proactive
Monetary Report issued on 20 February 2019.
The audit and risk committee has complied with its legal,
regulatory and other responsibilities. The audit and risk committee
recommended the integrated report to the Board for approval.

2019 IN OVERVIEW
COMPOSITION OF THE COMMITTEE
The Committee consists of three independent non-executive
directors, all having the necessary qualifications and experience to
execute their responsibilities, with two members forming a quorum:
Ms Londeka Shezi (Chairperson)
Dr Kgaogelo Ntshwana
Dr Solly Motuba
In addition, Mr Quinton Zunga (CEO), Mr Dion Mhlaba (CFO),
Ms Vuyokazi Nomvalo (Investment Executive) and Deloitte &
Touche are also permanent invitees to the meetings.

MEETINGS
The Committee held four meetings during the year and the quorum
was met at all the meetings.
In the conduct of its statutory duties, the Audit and
Risk Committee:
	is satisfied that the external auditor, Deloitte & Touche, is
independent of the Company in terms of the Companies Act.

The Committee is satisfied that an adequate system of internal
controls is in place to reduce significant risks faced by the group
to an acceptable level, and that these controls have been effective
throughout the period under review. The system is designed to
manage, rather than eliminate, the risk of failure and to maximise
opportunities to achieve business objectives. This can provide only
reasonable, but not absolute assurance. In addition, the Committee
reviewed the financial control systems, the accounting systems and
is satisfied with the design and effectiveness of the systems.
As required by the JSE Limited Listings Requirements 3.84(g), the
audit and risk committee has satisfied itself that Mr Dion Mhlaba the
CFO during the current financial year has the appropriate experience
and expertise to fulfil the responsibilities of the finance function.
The Committee has considered the key audit matters set out
in the independent auditor’s report and is comfortable that it is
correctly presented.
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Key audit matter

How the matter was addressed

Financial assets
at fair value
through and loss

Judgements and assumptions applied on
the valuation of investments, on the EBITDA,
WACC and terminal values used. Use of
independent valuer’s to assist the committee
with benchmarks.

IFRS 10:
Classification of
investments

Investment Entities are exempt from
consolidation and measured at fair value
through profit and loss in terms of IFRS 9.
Changes in fair value, primarily driven by
revaluation of portfolio investments, are
recognised in profit and loss in the period of
change. Use of an independent service provider
to assist the committee with the assessment.

The review of the Integrated Report together with the annual financial
statements are also the responsibility of the audit and risk committee.
The Committee has evaluated the integrated reported and annual
financial statements of RH Bophelo Limited for the year ended 28
February 2019 and based on the information provided to the audit and
risk committee, considers that it complies, in all material respects,
with the requirements of the various acts and regulations governing
disclosure and reporting.

The Committee considered the nature, risks and internal control
environment at the head office and concluded that it was not
necessary to have a dedicated internal audit function. Specific internal
audit assignments are considered on a periodic basis and outsourced.

EXTERNAL AUDIT
The Committee, having considered all relevant matters, satisfied itself
through enquiry that auditor independence, suitability, objectivity
and effectiveness were maintained in 2019. The Committee is further
satisfied that Mr Patrick Ndlovu complies with the relevant provisions
of the Companies Act and the JSE Listings Requirements.
Having taken all of the above assessments into account, the
Committee recommended the approval of the annual financial
statements by the Board.
The Committee has agreed to a five (5) year audit rotation and
annual assessment of the auditors fitness and independence.

Dr Solly Motuba (Audit and risk committee member)
Date: 28 June 2019
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4.5 Independent Auditor’s Report
REPORT ON THE AUDIT OF THE ANNUAL
FINANCIAL STATEMENTS
Opinion
We have audited the annual financial statements of RH Bophelo
Limited set out on pages 70 to 98 that comprise the statement
of financial position as at 28 February 2019, and the statement
of comprehensive income, statement of changes in equity and
statement of cash flows for the year then ended, and notes to the
annual financial statements, including a summary of significant
accounting policies.
In our opinion, the annual financial statements fairly present, in all
material respects, the financial position of RH Bophelo Limited as
at 28 February 2019, and its financial performance and cash flows
for the year then ended in accordance with International Financial
Reporting Standards and the requirements of the Companies Act 71
of 2008.

Basis for opinion
We conducted our audit in accordance with International
Standards on Auditing (ISAs). Our responsibilities under those
standards are further described in the Auditors’ Responsibilities for
the Audit of the Consolidated and Separate Financial Statements
section of our report. We are independent of the Group in

accordance with the sections 290 and 291 of the Independent
Regulatory Board for Auditors’ Code of Professional Conduct for
Registered Auditors (Revised January 2018), parts 1 and 3 of the
Independent Regulatory Board for Auditors’ Code of Professional
Conduct for Registered Auditors (Revised November 2018)
(together the IRBA Codes) and other independence requirements
applicable to performing audits of financial statements in South
Africa. We have fulfilled our other ethical responsibilities, as
applicable, in accordance with the IRBA Codes and in accordance
with other ethical requirements applicable to performing
audits in South Africa. The IRBA Codes are consistent with the
corresponding sections of the International Ethics Standards
Board for Accountants’ Code of Ethics for Professional Accountants
and the International Ethics Standards Board for Accountants’
International Code of Ethics for Professional Accountants
(including International Independence Standards) respectively.
We believe that the audit evidence we have obtained is sufficient
and appropriate to provide a basis for our opinion.

Key audit matters
Key audit matters are those matters that, in our professional
judgement, were of most significance in our audit of the annual
financial statements of the current period. These matters were
addressed in the context of our audit of the annual financial
statements as a whole, and in forming our opinion thereon, and we
do not provide a separate opinion on these matters.

Valuation of financial assets through profit and loss
Key audit matter

How the matter was addressed in the audit

The carrying value of financial assets through profit and loss is R158
million at year-end (Rnil million in 2018). This represents fair value of
investment in RH Bophelo Operating Company Proprietary Limited.

In assessing the fair value of financial assets of RH Bophelo
Operating Company Proprietary Limited, we obtained and assessed
fair valuation of the underlying investments and performed the
following procedures:

The valuation of RH Bophelo Operating Company Proprietary Limited
is based on its net asset value, consisting of fair value of its financial
assets less the carrying amounts of its liabilities.
The fair value of financial assets is based on future cash flows of its
underlying investments, and the use of appropriate discount rates.
There is estimation involved in forecasting and discounting future
cash flows, with the growth rates and discount rates being the most
significant assumptions impacting the valuation.
As the financial assets at fair value through profit and loss balance
is material to the Company, and significant judgement is exercised
by the directors in determining the fair value, the valuation thereof is
considered to be a key audit matter.

Involving our corporate finance valuation specialists;
	Evaluating the Company’s fair value calculations and
the principles
and integrity of the discounted cash flow models;
	Testing of inputs into the cash flow forecast against the
companies’ strategic plans;
	Comparing the growth rates used to strategic plans and
historical performance;
	Testing the assumptions used to calculate the discount
rates and recalculating those rates; and
Re-computing of the fair values.
Based on the results of the above procedures, we consider the
carrying value of financial asset through profit and loss be
reasonable and the disclosures to be appropriate.
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Other information
The directors are responsible for the other information. The other
information comprises the Directors’ Report and the audit and risk
committee’s Report as required by the Companies Act 71 of 2008 of
South Africa, which we obtained prior to the date of this report. Other
information does not include the annual financial statements and
our auditor’s report thereon.
Our opinion on the annual financial statements does not cover the
other information and we do not express an audit opinion or any
form of assurance in the conclusion thereon..
In connection with our audit of the annual financial statements,
our responsibility is to read the other information and, in doing so,
consider whether the other information is materially inconsistent
with the annual financial statements or our knowledge obtained in
the audit, or otherwise appears to be materially misstated. If, based
on the work we have performed, we conclude that there is a material
misstatement of this other information, we are required to report
that fact. We have nothing to report in this regard.

Responsibilities of the directors for the Annual
Financial Statements
The directors are responsible for the preparation and fair
presentation of the annual financial statements in accordance with
International Financial Reporting Standards and the requirements of

the Companies Act 71 of 2008, and for such internal control as the
directors determine is necessary to enable the preparation of annual
financial statements that are free from material misstatement,
whether due to fraud or error.
In preparing the annual financial statements, the directors are
responsible for assessing the Company’s ability to continue as a
going concern, disclosing, as applicable, matters related to going
concern and using the going concern basis of accounting unless
the directors either intend to liquidate the Company or to cease
operations, or have no realistic alternative but to do so.

Auditor’s responsibilities for the audit of the Annual
Financial Statements
Our objectives are to obtain reasonable assurance about whether
the annual financial statements as a whole are free from material
misstatement, whether due to fraud or error, and to issue an
auditor’s report that includes our opinion. Reasonable assurance
is a high level of assurance, but is not a guarantee that an audit
conducted in accordance with the ISAs will always detect a
material misstatement when it exists. Misstatements can arise
from fraud or error and are considered material if, individually or in
the aggregate, they could reasonably be expected to influence the
economic decisions of users taken on the basis of these annual
financial statements.
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As part of an audit in accordance with the ISAs we exercise
professional judgement and maintain professional scepticism
throughout the audit. We also:
	Identify and assess the risks of material misstatement of the
annual financial statements, whether due to fraud or error,
design and perform audit procedures responsive to those risks,
and obtain audit evidence that is sufficient and appropriate
to provide a basis for our opinion. The risk of not detecting a
material misstatement resulting from fraud is higher than for
one resulting from error, as fraud may involve collusion, forgery,
intentional omissions, misrepresentations, or the override of
internal control.
	Obtain an understanding of internal control relevant to the audit
in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion
on the effectiveness of the Company’s internal control.
	Evaluate the appropriateness of accounting policies used and the
reasonableness of accounting estimates and related disclosures
made by the directors.
	Conclude on the appropriateness of the directors’ use of the
going concern basis of accounting and based on the audit
evidence obtained, whether a material uncertainty exists
related to events or conditions that may cast significant doubt
on the Company’s ability to continue as a going concern. If we
conclude that a material uncertainty exists, we are required to
draw attention in our auditor’s report to the related disclosures
in the annual financial statements or, if such disclosures are
inadequate, to modify our opinion. Our conclusions are based on
the audit evidence obtained up to the date of our auditor’s report.
However, future events or conditions may cause the Company to
cease to continue as a going concern.
	Evaluate the overall presentation, structure and content of the
annual financial statements, including the disclosures, and
whether the annual financial statements represent the underlying
transactions and events in a manner that achieves
fair presentation.
We communicate with the directors regarding, among other matters,
the planned scope and timing of the audit and significant audit
findings, including any significant deficiencies in internal control
that we identify during our audit.

We also provide the directors with a statement that we
have complied with relevant ethical requirements regarding
independence, and have communicated with them all relationships
and other matters that may reasonably be thought to bear on our
independence, and where applicable, related safeguards.
From the matters communicated with the directors, we determine
those matters that were of most significance in the audit of the
annual financial statements of the current year and are therefore
the key audit matters. We describe these matters in our auditor’s
report unless law or regulation precludes public disclosure about
the matter or when, in extremely rare circumstances, we determine
that a matter should not be communicated in our report because the
adverse consequences of doing so would reasonably be expected to
outweigh the public interest benefits of such communication.

Report on other legal and regulatory requirements
In terms of the IRBA Rule published in Government Gazette Number
39475 dated 4 December 2015, we report that Deloitte & Touche
has been the auditor of RH Bophelo Limited for three years.

Deloitte and Touche
Registered Auditors
Per P Ndlovu
Partner
28 June 2019
Deloitte & Touche
Registered Auditor
Audit – Gauteng, Buildings 1 And 2
Deloitte Place, The Woodlands
Woodlands Drive
Woodmead Sandton
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4.6 Directors’ Report

01

THE
COMPANY

The current financial statements have been prepared for the year
ended 28 February 2019. This is the third of audited annual financial
statements for the Company.

02

PRINCIPAL
ACTIVITIES

The Company is an investment holding company and invests
primarily in the healthcare value chain. At year end, the Company
had only one (1) direct subsidiary, RH Bophelo Operating Company
Proprietary Limited.

RESULTS
03 FINANCIAL
The Company recorded total comprehensive income of
R21 160 889 (2018: R8 119 325). Full details of the financial
position and results of the Company are set out in the financial
statements. These financial statements have been prepared in
accordance with International Financial Reporting Standards.

04 DIVIDENDS
There were no dividends declared in the current year and prior year.

05

DIRECTORS’ FEES AND
REMUNERATION

The directors’ emoluments and earnings have been disclosed
under note 12.

06 DIRECTORS
At the date of this report, the directors of the Company were:
Quinton Zunga (Executive)
Katekani Dion Mhlaba (Executive)
Vuyokazi Phatheka Nomvalo (Executive)
Maunatlala Peter Mehlape (Non-executive, classified as
non-executive on 30 June 2018)
John Rabagadi Oliphant (Non-executive)
Phetole David Sekete (Non-executive)
Solomon Gabriel Motuba (Lead Independent)
Kgaogelo Rachel Ntshwana (Independent)
Londeka Shezi (Independent)

CONCERN
07 GOING
The financial statements are prepared on an going concern basis, as
the directors are of the view that the Company has adequate financial
resources to continue for the foreseeable future, based on forecasts
and available cash resources. As at year end, the Company had a
positive net asset value of R530 119 886 (2018: R495 945 698)
and a positive net current asset position of R375 940 776
(2018 R495 945 698).

08

MATERIAL
EVENTS

During the current year, the Company issued 1 250 000 shares “A”
ordinary shares at a VWAP of R10 a share as part of the settlement
for the Africa Healthcare acquisition. In the prior year, the Company
issued 49 999 999 “A” ordinary shares in issue at R10.
During the current year, the Company entered into sale agreements
for the acquisition of Medicare Private Hospital, Fauchard Private
Hospital for R124,6 million and a loan agreement with Africa
Healthcare for R20 million. Refer to note 15 and 17 respectively.
After year end but before the reporting date, the Company entered
into sale agreements for the acquisitions of Netcare Bell Hospital,
Wesmart Financial Services and Africa and Worldwide Medical
Assistance Service for a combined consideration of R63,9 million.
Detailed disclosure is included under Note 16.
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4.7 Statements of Financial Position
as at 28 February 2019

Notes

2019 (R)

2018 (R)

157 896 791

–

157 896 791

–

Assets

Non-current assets
Financial asset at fair value through profit and loss

6

Current assets
Loans

9

2 338 541

–

Other receivables

8

1 432 736

–

332 216

–

373 548 658

499 063 418

377 652 151

499 063 418

535 548 942

499 063 418

500 839 672

487 826 373

29 280 214

8 119 325

530 119 886

495 945 698

3 717 681

–

1 711 375

3 117 720

Total equity and liabilities

535 548 942

499 063 418

Number of shares in issue

51 250 000

50 000 000

10,34

9,92

7,29

9,98

Current tax
Cash and cash equivalents

7

Total assets

Liabilities

Equity
Stated capital

11

Retained income

Non-current liabilities
Deferred tax

10

Current liabilities
Other payables

Net Asset Value per share (R)
Tangible Net Asset Value (R)
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4.8 Statements of Comprehensive Income
for the year ended 28 February 2019

Notes

2019 (R)

2018 (R)

24 490 345

20 826 640

Investment income
Interest income

230 475

–

16 596 791

–

41 317 611

20 826 640

(5 164 314)

(8 513 898)

Management fees

(4 363 015)

(2 458 055)

Other operating expenses

(3 647 227)

(1 156 526)

(13 174 556)

(12 128 479)

28 143 055

8 698 161

(6 982 166)

(578 836)

21 160 889

8 119 325

Other comprehensive income

–

–

Total comprehensive income

21 160 889

8 119 325

Other income
Net gain from financial instruments at fair value through profit and loss

6

Total investment income

Expenses
Professional services fees

Total expenses
Total income for the year before tax
Income tax

Total income after tax

Basic and diluted earnings per share were 42 cents (2018: 26 cents). Refer to note 13 for further details.

10
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4.9 Statements of Changes in Equity
for the year ended 28 February 2019

Notes

Balance at 1 March 2017
Shares issued

11

Total comprehensive income for the year

Balance as at 1 March 2018

Shares issued

11

Stated capital

Retained income

1

–

1

487 826 372

–

487 826 372

–

8 119 325

8 119 325

487 826 373

8 119 325

495 945 698

13 013 299

–

13 013 299

21 160 889

21 160 889

29 280 214

530 119 886

Total comprehensive income for the year

Balance as at 28 February 2019

Total

500 839 672
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4.10 Statements of Cash Flows
for the year ended 28 February 2019
Notes

2019 (R)

2018 (R)

28 143 055

8 698 161

Cash flows from operating activities
Profit before tax
Net gain from financial instruments at fair value through profit and loss

6

(16 596 791)

–

11 546 264

8 698 161

Changes in working capital
Increase in other receivables

(1 432 736)

–

(Decrease)/increase in other payables

(1 406 345)

3 117 720

8 707 183

11 815 880

Cash generated from operations
Income tax
Net cash generated in operating activities

(3 596 701)

(578 836)

5 110 482

11 237 045

Cash flows from investing activities
Net investments financial asset at fair value through profit and loss
Loans
Net cash utilised in investing activities

6.2

(128 286 701)

–

(2 338 541)

–

(130 625 242)

–

Cash flows from financing activities
Net capital contributions

–

487 826 372

Net cash generated from financing activities

–

487 826 372

(125 514 760)

499 063 417

Cash and cash equivalents at the beginning of the year

499 063 418

1

Cash and cash equivalents at the end of the year

373 548 658

499 063 418

Net increase in cash and cash equivalents
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4.11 Notes to the Annual Financial Statements
1. GENERAL INFORMATION
RH Bophelo Limited (“The Company”) is a legal entity registered
in the Republic of South Africa. The Company is involved in making
equity, quasi-equity and equity related investments in healthcare,
specifically in operational infrastructure, including health insurance,
private hospital-related infrastructure, pharmaceuticals, retails and
distributions, in South Africa. The Company was incorporated on
13 December 2016.
RH Bophelo Operating Company Proprietary Limited is a 100% held
subsidiary of the Company, which is utilised to acquire investments
on behalf of the Company.
RH Bophelo Management Company Proprietary Limited manages
the investment and the administration activities of the Company.
Refer to note 15 for further details.

2. NEW AND REVISED INTERNATIONAL
FINANCIAL REPORTING STANDARDS
IN ISSUE
2.1. New and Revised International Financial
Reporting Standards in issue
	In the current year, the Company has adopted the following
standards and interpretations that are effective for the current
year and relevant to its operations.
IFRS 15 Revenue from contracts with customers; and
IFRS 9 Financial Instruments.
Effective date: years beginning on or after 1 January 2018.
	Expected impact: the adoption of these standards will not have
any materials impact on the results of the Company given the
nature of the Company and the fact that this is the first year that
the Company has operations.

2.2. New and Revised International Financial
Reporting Standards not yet issued
	At the date of authorisation of these financial statements, the
following relevant IFRSs were not effective:
	IFRS 16 supersedes IAS 17 Leases, Mandatory adoption for
periods beginning on or after 1 January 2019.
	The major changes are for lessees, with IFRS 16 setting out a
single model that eliminates the distinction between operating
and finance leases, and results in the statement of financial
position reflecting a ‘right of use’ asset and a corresponding
liability for most lease contracts. The asset is subsequently
accounted for as property, plant and equipment or investment

property and the liability is unwound using the interest rate
implicit in the lease. However, entities have an option not to
bring onto the statement of financial position short term leases
(i.e. those for periods of 12 months or less including the effect of
extension options) and leases of low value items.
	Expected impact: the adoption of these standards will not have
any material impact on the results of the Company given the
nature of the Company and the fact that the business does not
have any leases in its operations.

3. SIGNIFICANT ACCOUNTING POLICIES
Basis of preparation
The financial statements have been prepared in accordance with
International Financial Reporting Standards as issued by the
International Accounting Standards Board, the SAICA Financial
Reporting Guides as issued by the Accounting Practices Committee,
the Financial Reporting Pronouncements as issued by Financial
Reporting Standards Council and in the manner required by the
Companies Act of South Africa and the JSE Listings Requirements.
These financial statements have been prepared on the historical
cost basis, except where indicated otherwise.

Functional and presentation currency
Items included in the financial statements of the Company are
measured using the currency of the primary economic environment
in which the entity operates (the “functional currency”).
The financial statements are presented in South African Rand,
which is also considered by the directors to be the Company’s
functional currency.

Financial instruments
Financial assets and financial liabilities are recognised in the
Statement of Financial Position when the Company becomes a
party to the contractual provisions of the instruments.

Financial assets
Accounting for investments
Subsidiaries classified are classified as Investment Entities under
IFRS 10 Consolidated Financial Statements. Investment Entities are
exempt from consolidation and measured at fair value through profit
and loss in terms of IFRS 9. Changes in fair value, primarily driven by
revaluation of portfolio investments, are recognised in profit and loss
in the period of change.
Where the Company does not have control, but has significant
influence over a portfolio investment, such entities are classified as
associates. Given the nature of the Company’s operations, associates
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are accounted for in accordance with IFRS9 at fair value through
profit and loss (exemption allowed in IAS 28: Investments in
Associates and Joint Ventures). Changes in fair value are recognised
in profit or loss in the period of change.
The following were part of the consideration used by management
in the application of IFRS 10:
The business will realise value through the capital appreciation
and dividend return of its investee companies;
The Company has finalised a diversified investment strategy
that will see growth in other sectors; and
At the appropriate time, the Company will exit each investment
vertical following a carefully crafted Investment strategy in line
with its investment policy.
Initial Measurement:
Financial instruments are initially measured at fair value, which
includes transaction costs, except for instruments classified at fair
value through profit and loss. Investments not traded in an active
market are initially measured a using acquisition cost.
Subsequent Measurement:
The investments, which are not traded on an active market,
are valued using recognised principles to estimate fair value in
accordance with IFRS13.
The Company will adopt different valuation techniques as the base
valuation method as highlighted by the general principles below:
Available market values of the acquired assets as at reporting date;
A Discounted Cash Flow valuation for operational assets;
Market values for recent similar traded assets; and
Income multiple approach in years 7 to 9 years, since the 		
hospitals would have reached maturity and stability.
Net gain/loss from financial instruments at fair value through profit
or loss includes all realised and unrealised fair value changes.
Cash and cash equivalents
Cash is defined as cash on hand and cash in banks and investments in
money market instruments with a maturity of three months or less.
Loans
Loans are initially measured at cost and subsequently at fair value if
the loan is impaired.
Other receivables
Other receivables are initially measured at cost and subsequently
at fair value.
Financial liabilities
Financial liabilities are initially measured at fair value and
subsequently measured at amortised cost.

Equity instruments
An equity instrument is any contract that evidences a residual
interest in the assets of an entity after deducting all of its liabilities.
Equity instruments issued by the Company are recognised at the
proceeds received, net of direct issue costs.
Other payables
Other payables are stated at their nominal value, which
approximates fair value.

Income tax
Income tax represents current tax and deferred tax.
Current tax assets/liabilities
The current tax asset/liability is based on taxable profit/loss for the
year. Taxable profit/loss differs from profit/loss as reported in the
statement of comprehensive income because it excludes items of
income or expense that are taxable or deductible in other years and
it further excludes items that are never taxable or deductible.
Deferred taxes
Deferred tax is recognised on temporary differences between the
carrying amounts of assets and liabilities in the financial statements
and the corresponding tax bases used in the computation of taxable
profit. Deferred tax liabilities are generally recognised for all taxable
temporary differences. Deferred tax assets are generally recognised
for all deductible temporary differences to the extent that it is
probable that taxable profits will be available against which those
deductible temporary differences can be utilised. Such deferred tax
assets and liabilities are not recognised if the temporary difference
arises from goodwill or from the initial recognition (other than in a
business combination) of other assets and liabilities in a transaction
that affects neither the taxable profit nor the accounting profit.
Deferred tax liabilities are recognised for taxable temporary
differences associated with investments in subsidiaries and
associates, except where the Company is able to control the reversal
of the temporary difference and it is probable that the temporary
difference will not reverse in the foreseeable future. Deferred tax
assets arising from deductible temporary differences associated
with such investments and interests are only recognised to the
extent that it is probable that there will be sufficient taxable profits
against which to utilise the benefits of the temporary differences
and they are expected to reverse in the foreseeable future.
The carrying amount of deferred tax assets is reviewed at the end of
each reporting period and reduced to the extent that it is no longer
probable that sufficient taxable profits will be available to allow all
or part of the asset to be recovered.
Deferred tax assets and liabilities are measured at the tax rates that
are expected to apply in the period in which the liability is settled or
the asset realised, based on tax rates (and tax laws) that have been
enacted or substantively enacted by the end of the reporting period.
The measurement of deferred tax liabilities and assets reflects the
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tax consequences that would follow from the manner in which the
Company expects, at the end of the reporting period, to recover or
settle the carrying amount of its assets and liabilities.

Key judgements

Investment income

Unlisted investments that consist of equity components and a
loan are valued separately and considered together as a combined
financial instrument in the case where the assets are distressed.

Interest and income on fair value through profit and loss are
recognised on the accrual basis.
Interest income is recognised using the effective interest method
Fair value through profit and loss are recognised on a bi-annual
basis, using a suitable valuation methodology

4. SEGMENTAL INFORMATION
The Board has considered the implications of IFRS 8: Operating
segments and is of the opinion that the current operations of the
Company constitute one operating segment.

5. CRITICAL ACCOUNTING JUDGEMENTS
AND KEY SOURCES OF ESTIMATION
UNCERTAINTY
The preparation of financial statements in conformity with IFRSs
requires management to make judgements, estimates and
assumptions that affect the application of accounting policies and
the reported amounts of assets, liabilities, income and expenses.
Actual results may differ from these estimates. Estimates and
underlying assumptions are reviewed on an ongoing basis. Revisions
to accounting estimates are recognised in the period in which the
estimate is revised and in any future periods affected.
In particular, information about significant areas of estimation,
uncertainty and critical judgements in applying accounting policies
that have the most significant effect on the amounts recognised in
the financial statements, includes the determination of fair value for
assets that are carried at fair value through profit or loss.

Unlisted investments

Significant assumptions
Unlisted investments
Refer to note 6 for significant assumptions and disclosure.
Inflation
Growth rate
Capitalisation rate (Cap rate)
Weighted average cost of capital (WACC)

88

RH BOPHELO INTEGRATED ANNUAL REPORT 2019 CULTIVATING THE FUTURE OF HEALTHCARE

6. FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT AND LOSS

Opening balance
Disbursements
Changes in fair value

2019 (R)

2018 (R)

–

–

141 300 000

–

16 596 791

–

157 896 791

–

In the current year, the Company had only one direct investment in RH Bophelo Operating Company Proprietary Limited (“RHBO”), a 100% held
subsidiary. RHBO is a special purpose vehicle created in order to hold investments that are classified under the hospital portfolio. During the
current year, RHBO made the following acquisitions. The R157 896 791 is the net asset value of RHBO as at 28 February 2019.

Below is an extract from the statement of financial position from RHBO as at 28 February 2019.

Current assets
Financial asset at fair value through profit and loss*

2019 (R)

2018 (R)

285 735

–

157 644 190

–

Related party loans

1 327 435

–

Non-related loans*

5 042 230

–

164 299 590

–

85 310

–

Related party loans

2 338 541

–

Deferred taxes

3 978 948

–

6 402 799

–

157 896 791

–

Current liabilities

Net asset value
*An amount of R162 686 422

6.1 Unlisted investment held indirectly and classified as Financial asset at fair value through profit and loss
During the current year, RHBO made the following acquisitions which were classified as investments through profit and loss.

Opening balance

Investment acquisition

Fair value

Closing balance

Africa Healthcare

–

62 500 000

32 989 661

95 489 661

Vryburg Private Hospital

–

24 320 000

2 834 529

27 154 529

Rondebosch Medical Centre

–

200 000

(199 999)

1

–

87 020 000

35 624 192

122 644 192
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6.2 Loans issued
Opening balance

Loan raised

Interest/ (impairment)

Closing balance

–

4 480 000

562 230

5 042 230

Rondebosch Medical Centre

–

49 800 000

(14 800 000**)

35 000 000

Total

–

54 280 000

(14 237 770)

40 042 230

141 300 000*

21 386 422

162 686 422

K2015398326 Proprietary Limited

Balance

*	 total new investments of R141 300 000 in loans and unlisted equities, consisting of cash contribution of R128 286 701 and a fresh issue of shares for R12 500 000 and R513 299 of issue costs.
** the loan was impaired in the current year.

6.3 Assumptions and estimates
IFRS 13 requires disclosure of fair value measurements by level of the following fair value measurement hierarchy:
Level 1: Quoted prices (unadjusted) in active markets for identical assets or liabilities
Level 2: Inputs other than quoted prices include within level that are observable for the asset or liability, either directly (that is, as prices) or
indirectly (that is, derived from prices)
Level 3: Inputs for the asset or liability that are not based on observable market data, (that is, unobservable inputs)

Entity

1

% ownership

Fair value at
year end

Valuation
technique

Unobservable
inputs

Range FV Hierarchy

Africa Healthcare Proprietrary Limited1

60%

95 489 661

Discounted
cash flow

EBITDA, WACC,
and growth rate

6,76; 18%
and 7,3%

Level 3

Vryburg Holdings Proprietary Limited2

74%

27 154 529

Discounted
cash flow

EBITDA, WACC,
growth rate and
cap rate

6,76; 18%;
7,3% and
11%

Level 3

Rondebosch Medical Centre
Proprietary Limited3

30%

35 000 000

Discounted
cash flow

EBITDA, WACC,
and growth rate

5,95; 18%
and 6,5%

Level 3

In May 2018, RHBO successfully acquired 60% of Africa Healthcare Proprietary Limited for R62,5 million, payable in combination of a cash subscription and share swap.

2

In May 2018, RHBO successfully acquired 74% of Vryburg Private Proprietary Limited for R24,3 million, through a sale of assets and liabilities.

3

I n June 2018, RHBO successfully subscribed for 30% of Rondebosch Medical Centre Proprietary Limited for R200 000 and a shareholder loan of R49,8 million. In line with the policy, both the equity
and loan are valued together. RHBO is entitled to a call option to acquire an additional 21% of the issued shares on the 4th anniversary.

90

RH BOPHELO INTEGRATED ANNUAL REPORT 2019 CULTIVATING THE FUTURE OF HEALTHCARE

6.4 Sensitivity analysis
AHC equity value - 60%
Terminal value

-10%

-5%

Base

+5%

+10%

88 489 929

92 510 105

95 489 661

102 975 350

109 962 462

116 060 638

105 720 226

95 489 661

90 221 316

84 263 134

86 179 419

90 715 178

95 489 661

100 264 144

105 277 351

-10%

-5%

Base

+5%

+10%

Terminal value

10 741 236

11 416 424

10 954 529

13 178 192

14 357 769

WACC

14 283 413

13 605 169

10 954 529

11 065 111

10 096 478

EBITDA

9 886 462

10 406 803

10 954 529

11 502 255

12 077 368

17 860 500

17 010 000

16 200 000

15 390 000

14 620 500

-10%

-5%

Base

+5%

+10%

31 587 500

33 250 000

35 000 000

40 200 000

42 600 000

WACC
EBITDA
Vryburg equity value - 74%

Capitalisation rate

RMC equity value - 30%*
Terminal value
WACC

38 587 500

36 750 000

35 000 000

33 250 000

31 587 500

EBITDA

31 500 000

33 250 000

35 000 000

36 750 000

38 500 000

* Valuation includes shareholder loan.

7. CASH AND CASH EQUIVALENTS
Investment Account*
Current Account

2019 (R)

2018 (R)

350 221 087

495 597 475

23 327 571

3 465 943

373 548 658

499 063 418

* the funds are held in a 7-day account with Rand Merchant Bank

8. OTHER RECEIVABLES
SARS VAT
Other related party loans
Other

2019 (R)

2018 (R)

1 022 587

–

244 675

–

*165 474

–

1 432 736

–

*other relates to short-term loans that relates to new special purpose vehicles in preparation for new investments and a favourable loan balance of R14 286 with RH Bophelo Management Company.
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9. LOANS
RH Bophelo Operating Company

2019 (R)

2018 (R)

2 338 541

-

This is a short-term working capital loan that does not bear any interest, unsecured and with no repayment terms.

10. TAXATION
2019 (R)

2018 (R)

Normal taxation - current year

3 264 485

578 836

Deferred taxation - current year

3 717 681

–

6 982 166

578 836

28 143 055

8 698 161

7 880 055

2 435 485

South African Income tax

Normal tax reconciliation:
Profit before tax
Tax at 28%
Less gain on financial assets through profit or loss at standard tax rate
Add gain on financial assets through profit or loss at capital gains tax rate
Add impact of non-deductible expenses

(4 647 101)

–

3 717 681

–

31 531

(1 856 649)

6 982 166

578 836
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11. STATED CAPITAL, MAJOR SHAREHOLDERS AND SHAREHOLDING SPREAD
11.1 Stated capital
Authorised
10 000 000 000 “A” ordinary shares with no par value (prior year: 10 000 000 000 “A” ordinary shares with no par value)
1 “B” share
Issued
51 250 000 “A” ordinary shares with no par value (prior year: 50 000 000 “A” ordinary share in issue)
1 “B” share with no par value (prior year: 1 “B” share in issue)
Reconciliation of issued “A” shares
2019 (R)
Opening Balance
Issued during the year 1 250 000 at R10 per share*
Closing Balance

2018 (R)

50 000 000

1

1 250 000

49 999 999

51 250 000

50 000 000

2019 (R)

2018 (R)

1

1

*During the current year, shares were issued as part of the settlement for the Africa Healthcare acquisition.

Reconciliation of issued “B” shares

RH Bophelo Management Company

Net asset value per share and tangible net asset value per share.
The net asset value per share at year end is R10,34 (prior year: R9,92).
The tangible net asset value per share at year end is R7,29 (prior year: R9,98).
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11.2 Major Shareholders
Those Shareholders who, insofar as is known to the Company, directly or indirectly, beneficially hold significant shareholding of 3% or more of the
issued share capital of the Company are set out below:

2019 recon:
Shareholder

Number of A Ordinary Shares held

% of A Ordinary Shares held*

40 812 182

80%

Sentio Capital Management

4 997 036

10%

RQ Capital Partners

1 500 000

3%

47 309 218

93%

Number of A Ordinary Shares held

% of A Ordinary Shares held*

Public Investment Corporation

2018 recon:
Shareholder
Public Investment Corporation

39 700 000

79%

Sentio Capital Management

4 997 036

10%

Mvunonala Asset Managers

2 500 000

5%

RQ Capital Partners

1 500 000

3%

48 697 036

87%

*Rounded to zero decimals

11.3 Shareholding spread
Shareholder analysis per JSELR 3.43 of public and non-public shareholders:

2019:
Shareholder
Public shareholders
Non-public shareholders (Directors)
Total

Number of Shareholders

Number of ‘A’ Ordinary Shares held

% Holding

142

4 825 896

*9,42%

6

46 424 104

90,58%

148

51 250 000

100%

Number of Shareholders

Number of ‘A’ Ordinary Shares held

% Holding

127

7 700 000

15,40%

4

42 300 000

84,60%

131

50 000 000

100%

2018:
Shareholder
Public shareholders
Non-public shareholders (Directors)
Total

*in the current year, 5% of the shares that were classified as public shares were reclassified as non-public shares.
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12. DIRECTORS’ REMUNERATION AND INTERESTS
12.1 Directors’ remuneration
Remuneration was paid to the Directors or other key management personnel during the current year period ended 28 February 2019.

Director
Quinton Zunga*
Vuyokazi Nomvalo*

For services as a director

Remuneration

Total

–

1 206 665

1 206 665

–

675 000

675 000

10 000

433 333*

443 333

Dion Mhlaba*

–

951 666

951 666

John Oliphant

90 000

–

90 000

Solomon Motuba

140 000

–

140 000

Kgaogelo Ntshwana

150 704

–

150 704

David Sekete

130 000

–

130 000

Londeka Shezi

80 000

–

80 000

600 704

3 266 664

3 867 368

Peter Mehlape

Remuneration was paid to the Directors or other key management personnel during the current year period ended 28 February 2018.
Director

For services as a director

Remuneration

Total

Quinton Zunga*

–

824 731

824 731

Vuyokazi Nomvalo*

–

418 710

418 710

Peter Mehlape*

–

659 785

659 785

Dion Mhlaba*

–

507 527

507 527

John Oliphant

40 000

–

40 000

Solomon Motuba

40 000

–

40 000

Kgaogelo Ntshwana

60 000

–

60 000

David Sekete

60 000

–

60 000

200 000

2 410 753

2 610 753

*The directors are remunerated by RH Bophelo Management Company Proprietary Limited, remuneration only includes salaries.

12.2 Directors’ interests
The direct and indirect interests of the Directors and their associates in the share capital of the Company are set out below:

2019 recon:
Director

% of shares held directly

% of shares held indirectly

% of shares in issue held

Q Zunga

–

3.0%*

3.0%

JR Oliphant

–

2.0%**

2.0%

Dr. PD Sekete

0.4%

–

0.4%

Total

0.4%

5.0%

5.4%

* Held through a company controlled by Q Zunga, being RQ Capital Proprietary Limited.
** Held through a company controlled by JR Oliphant, being Third Way Investment Group Proprietary Limited.
Dealings by directors after financial year end: Q Zunga purchased 100 RH Bophelo shares at R11.00 per share on 13 June 2019.
There were no other share trades by directors between year-end date and the date of the integrated annual report.
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13. E ARNINGS AND DILUTED EARNINGS
PER SHARE
Basic earnings per share
The calculation of basic earnings per ordinary share is based on
earnings of R21 160 889 (2018: R8 119 325) and a weighted average
number of shares in issue of 50 938 356 (2018: 31 780 822).

Professional fees
Professional fees of Rnil (2018: R11 508 300) were paid by the
Company to Third Way Investments Proprietary Limited. These
payments were made for capital raising and corporate advisory
services. Third Way Investments Proprietary Limited owns 30%
of RH Bophelo Management Company Proprietary Limited and a
non-executive director of the Company is a partner in Third Way
Investments Proprietary Limited.

Diluted earnings per share
The calculation of diluted earnings per ordinary share is based on
diluted earnings of R21 160 889 (2018: R8 119 325) and a weighted
average number of shares in issue of 50 938 356 (2018: 31 780 822).

Headline earnings per share
The calculation of headline earnings per ordinary share is based
on headline earnings of R21 160 889 (2018: R8 119 325) and a
weighted average number of shares in issue of 50 938 356
(2018: 31 780 822). The headline earnings per share is 42 cents
(2018: 24,7).

Diluted headline earnings per share
The calculation of diluted headline earnings per ordinary
share is based on diluted headline earnings of R21 160 889
(2018: R8 119 325) and a weighted average number of shares
in issue of 50 938 356 (2018: 31 780 822). The diluted headline
earnings per share is 42 cents (2018: 24,7).

14. RELATED PARTIES
Management fees
Management fees incurred in the current year R4 363 015
(2018: R2 458 055) have been paid by the Company to RH Bophelo
Management Company Proprietary Limited. An amount of R14 286
(2018: R776 616) was included in other receivables /(payables) at
year end. The Company has entered into a management agreement
with RH Bophelo Management Company Proprietary Limited for
providing operational management services. Management fees are
0,7% per quarter of the total capital raised, while the Company has
not fully deployed more than 60% of the listing capital raise. The
executive directors are remunerated by RH Bophelo Management
Company Proprietary Limited.

Subsidiary
Fees of R1 138 747 (2018: R2 900 000) were paid by the
Company to RH Bophelo Operating Company Proprietary
Limited, a wholly owned subsidiary of the Company, for costs
related to the operations of the business. An amount of R2 338
541 (2018: R26 403) was included under loans at year end.

15. ACQUISITIONS DURING THE YEAR
The Company entered into a sale agreement for the acquisition of
Fauchard Day Clinic Proprietary Limited (FDC) and Medicare Private
Hospital Proprietary Limited (MPH) during the current financial
period, but not included as part of the current year reporting as no
conditions of sale were met.
Details of the Fauchard Day Hospital acquisition:
In October 2018, the Company entered into a sale of shares
agreement through its wholly owned subsidiary RH Bophelo
Operating Company, upon the fulfilment or waiver (as the case may
be) of the conditions precedent contained in the agreement, it will,
inter alia:
Acquire 100% of the property and clinic; and
The acquisition is for a combined consideration of R25 million
cash (R15 million for the property and R10 million for the
Day Clinic;
Details of the Medicare Private Hospital acquisition:
On 5 February 2019, the Company entered into a Sale of Shares
and Claims agreement (Agreement), through its wholly owned
subsidiary, Megafrack Proprietary Limited (Megafrack) (being an
entity established specifically for the purpose of the Acquisitions),
in terms of which, upon fulfilment or waiver (as the case may be)
of the conditions precedent contained in the Agreement, Megafrack
will, inter alia:
	
acquire 51.0% of the issued share capital in Medicare Private
Hospital Proprietary Limited (MPH) through the purchase of
existing shares from the current shareholders; and
	
acquire 50.1% of the issued share capital in Magnacorp 84
Proprietary Limited through the purchase of existing shares from
the current shareholders.
	
the acquisitions are for a combined consideration of R99,6
million, whereby the payment will consist of a cash consideration
of R75 million and 2.5 million RH Bophelo listed shares, using a
30-day volume weighted average price (VWAP).
the acquisition was classified as a category 2 acquisition.
	
acquire 51.0% of the issued share capital in Medicare Private
Hospital Proprietary Limited (MPH) through the purchase of
existing shares from the current shareholders; and
	
acquire 50.1% of the issued share capital in Magnacorp 84
Proprietary Limited through the purchase of existing shares from
the current shareholders.
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the acquisitions are for a combined consideration of R99,6
million, whereby the payment will consist of a cash consideration
of R75 million and 2.5 million RH Bophelo listed shares, using a
30-day volume weighted average price (VWAP).
the acquisition was classified as a category 2 acquisition.

16. SUBSEQUENT EVENTS
The Company entered into a sale agreement for the acquisition
of Netcare Bell Hospital Proprietary Limited (NBPH), Wesmart
Financial and Administration Solutions Proprietary Limited
(Wesmart) and approval of investment in Africa and Worldwide
Medical Assistance Service Proprietary Limited “Africa Assist” after
the current year reporting period but before the issue of the annual
financial statements.
Details of the Netcare Bell Private Hospital acquisition:
On 15 March 2019, the Company entered into a Sale of Business
Agreement (SBA) and a Sale of Property Agreement (SPA)
(Collectively, the Agreements”, through its wholly owned
subsidiaries, Demo Medical Proprietary Limited (Demo) and
Notamed Proprietary Limited (Notamed) (being entities established
specifically for the purpose of the Acquisitions), in terms of which,
upon fulfilment or waiver (as the case may be) of the conditions
precedent contained in the Agreements:
	Demo will acquire 100% of Bell’s assets (being the business)
from Netcare Hospitals; and
	Notamed will acquire 100% of the Bell Property from the existing
vendor, Netcare Property Holdings.
	The acquisitions are for a combined consideration of
R55.2 million, which is split between R1.6 million for the Bell’s
assets and R53.6 million for the Bell Property.
The acquisition was classified as category 2 acquisition.
As at date of this report, the conditions had not all been met.
Details of the Wesmart Financial and Administration
Solutions acquisition:
On 30 April 2019, the Company subscribed to a 60% of the Wesmart
Financial and Administration Solutions Proprietary Limited
(Wesmart) through its wholly owned subsidiary RH Financial
Services for a total cash consideration of R2 750 000 and corporate
guarantee of R3 million. Wesmart, a registered authorised Financial
Services Provider, (FSP: 45769), has received exemption in terms of
the Demarcation Regulations from the Council for Medical Schemes
(CMS) under exemption number DM1122. All conditions of sale were
met at the date of this report.

Details of the Africa Assist acquisition:
On 27 May 2019, the Company obtained an approval to
subscribe for a 60% in Africa and Worldwide Medical Assistance
Service Proprietary Limited “Africa Assist” through its wholly
owned subsidiary RH Financial Services for a total cash
consideration of R3 000 000. Africa Assist is a medical
assistance company that provides emergency medical
assistance services to local and international clients.

17. CAPITAL COMMITMENTS
The Company has entered into a R20 million loan agreement with
Africa Healthcare Proprietary Limited, its subsidiary, where the
proceeds will be used by Africa Healthcare Proprietary Limited for
the acquisition of Fochville Private Hospital. The full loan amount
has not be drawn by year-end.
All other capital commitments are enclosed under note 16.

18. CONTINGENT LIABILITIES
There were no contingent liabilities at year end.

19. GOING CONCERN
The financial statements were prepared on a going concern basis.
The assets of the Company, fairly valued, exceed its liabilities. The
directors are of the opinion that the Company will continue as a going
concern in the future, based on forecasts and available cash resources.
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20. FINANCIAL RISK MANAGEMENT AND CAPITAL MANAGEMENT
Overview
The Board of Directors has overall responsibility for the establishment and oversight of the Company’s risk management framework.
The Company’s risk management policies are established to identify and analyse the risks faced by the Company, to set appropriate risk limits
and controls and to monitor risks and adherence to limits. Risk management policies and systems are reviewed regularly to reflect changes in
market conditions and the products offered.
The Company has exposure to the following risks from its use of financial instruments that arises from the normal course of business:
Liquidity risk
Credit risk
Market risk

20.1 Liquidity risk
Liquidity risk is the risk that the Company will encounter difficulty in meeting the obligations associated with its financial liabilities that are
settled by delivering cash or another financial asset. The Company’s approach to managing liquidity is to ensure, as far as possible, that it will
always have sufficient liquidity to meet its liabilities when due, under both normal and stressed conditions, without incurring unacceptable losses
or risking damage to the Partnership’s reputation.
Liquidity risk is monitored on a quarterly basis by the Company. The nature of the business is such that the majority of operating assets and
liabilities are settled within one month.
The following table discloses the contractual maturity of financial assets and liabilities:

2019

Carrying amount

2 months or less

2 -12 months

1 to 5 years

Over 5 year

157 896 791

–

–

–

157 896 791

2 338 541

–

2 338 541

–

–

Contractual cash inflows
Financial asset at fair value through
profit and loss
Group loans
Other receivables
Cash and cash equivalents

1 764 952

1 764 952

–

–

–

373 548 658

373 548 658

–

–

–

Contractual cash outflows
Other payables

2018

(1 711 375)

(1 711 375)

-

-

-

533 837 567

373 602 235

2 338 541

-

157 896 791

Carrying amount

2 months or less

2 -12 months

1 to 5 years

Over 5 year

499 063 418

499 063 418

-

-

-

(3 117 720)

(3 117 720)

-

-

-

495 945 698

495 945 698

-

-

-

Contractual cash inflows
Cash and cash equivalents

Contractual cash outflows
Other payables

98

RH BOPHELO INTEGRATED ANNUAL REPORT 2019 CULTIVATING THE FUTURE OF HEALTHCARE

20.2 Credit risk
Credit risk is the risk of financial loss to the Company if a customer or counterparty to a financial instrument fails to meet its contractual
obligations. It arises principally from derivative financial assets, cash and cash equivalents, margin accounts and balance due from brokers.
For risk management purposes, the Company considers and consolidates all elements of credit risk exposure.
The Company’s maximum credit risk exposure (without taking into account collateral and other credit enhancements) at the reporting date is
represented by the respective carrying amounts of the relevant financial assets in the statement of financial position. The risk of some of these
exposures is mitigated by collateral held, where applicable.
Cash and cash equivalents:
2019
First National Bank Limited

2018

Rating

Rands

Rating

Rands

BB+

373 548 658

BB+

499 063 418

20.3 Market risk
Market risk is the risk that changes in the market prices will affect the Company’s income or the value of its holdings of financial instruments.
The objective of market risk management is to manage and control market risk exposures within acceptable parameters, while optimising the return.
The Company has exposure to interest rate and market price risk.
(i) Interest rate risk
The Company is exposed to the risk that the fair value of future cash flows of its financial instruments will fluctuate as a result of changes in market
interest rates. The Company’s policy is to transact in financial instruments that mature or re-price in the short term. Accordingly, the Company would
be subject to limited exposure to fair value cash flow interest rate risk due to fluctuations in prevailing levels of market interest rates.
A summary of the Company’s interest rate gap position, analysed by the earlier of contractual re-pricing or maturity, is as follows:
28 February 2019

Less than 3 months

3 to 12 months

More than 12 months

Total

Cash and cash equivalents

373 548 658

–

–

373 548 658

Total interest sensitivity gap

373 548 658

–

–

373 548 658

Less than 3 months

3 to 12 months

More than 12 months

Total

Cash and cash equivalents

499 063 418

–

–

499 063 418

Total interest sensitivity gap

499 063 418

–

–

499 063 418

Assets

28 February 2018
Assets

The sensitivity analysis reflects how changes in net assets attributable to holders of a redeemable interest in the Company would have been
affected by changes in the relevant risk that were reasonably possible at the reporting date.
Cash and cash equivalents
Interest rates

-1%

-0,5%

Base

+0,5%

+1%

24 246 054

24 367 893

24 490 345

24 612 797

24 735 861

Management has determined that fluctuation in interest rates of 50 and 100 basis points is reasonably possible, considering the economic
environment in which the Company operates.
(ii) Fair value estimation
Refer to note 6 disclosure on the market risks of financial asset at fair value through profit and loss.

