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1.1 About Us
RH Bophelo listed on the JSE as a Special Purpose Acquisition
Company (SPAC) in July 2017. Funds in excess of R500 million were
raised. The listing allowed the Company to access the initial capital
required to start operating; moreover, it opened doors for the general
public to acquire shares in a fully Black-owned and entirely African
healthcare company that offers growth and immediate returns in a
defensive asset class.
The Directors and management team possess significant experience
in the healthcare sector and are well positioned in the market to
implement the Company’s strategy and vision.
The Company’s strategy is to increase access to quality healthcare
services, while also creating an ecosystem designed to optimise
synergies that deliver value to South Africans in the lower to middle
income brackets.
RH Bophelo has made eight (8) acquisitions since its inception in
2017, giving the Company access to 665 beds, 8 hospitals within
four provinces, a nursing college, emergency services, pharmacy,
complete facilities management, hospital management, healthcare
insurance and emergency administration services.
The capital raised was used to acquire:

The Company will continue targeting businesses or companies that
are strategically aligned to its value system.
Investment guidelines:
acquire existing and operational healthcare infrastructure;
invest in brownfield projects that are no more than one year
from positive cashflow;
acquire independent hospitals in peri-urban areas;
hospitals that are strategically located and would enhance the
Company’s mandate and footprint; or
identify other opportunities along the value chain.
Significant milestones and changes:
in June 2017, the Company listed as a SPAC on the JSE;
in October 2017, the Company announced the acquisition
of assets;
in May 2018, the Company obtained approval for the acquisition
of the assets;
in May 2018, the Company applied for a reclassification of the
Company from a SPAC to an investment holding entity; and
	in October 2018, the Company was classified as a Section 15
investment company by the JSE, under listed equities.

3 entry level hospitals;
4 specialised services hospitals; and
medical insurance business (financial services) to facilitate
access of the uninsured population.

FINANCIAL OVERVIEW
The key financial indicators reflected in these financial results are:
	
RH Bophelo recorded an increase of 161% in operating profit to
R21,2 million as compared to the prior year of R8 million, which
comprised of a gain in the valuation of investments, the interests
earned from funds held in the money market, less administrative
and operational expenses;
	
The total revenue increased by 98% in the current year to
R41,3 million as compared to the prior year of R20,8 million;
	
The operating expenses reported for this period increased by
9% to R13,2 million, when compared to the prior year of
R12,1 million;
	
Basic earnings per share and headline earnings per share
increased by 63% to 41,5 cents when compared to the prior year
of 24,7 cents;

	
RH Bophelo recorded a 15% increase in the fair value of
its investments;
	
The net asset value of the Company increased by 7%
to R530 million, when compared to the prior year of
R495,9 million;
	
The Company remains liquid and solvent, with its healthy
balance sheet and a total of R373,5 million in cash and cash
equivalents still available for new acquisitions.
	
The Company made it clear to shareholders that it will not be
declaring any dividends in the first 2 years, as the Company is in
its expansion phase. The Board will re-asses the position in the
next financial year; and
	
RH Bophelo has acquired additional assets post year-end
and therefore any income earned or presented in the income
statement will not be indicative of the Company’s future
earning prospects.
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ACQUISITIONS TO DATE
RH Bophelo identified an opportunity to provide South Africans with
affordable private healthcare, through making strategic acquisitions,
partnering with empowered hospital operators and allowing them to
expand the service offerings, thereby building and facilitating a more
transformed healthcare provider that can compete in the market.
In line with its mandate, the Company will invest within the
ecosystem in order to defend its investment in the infrastructure
through its exposure in the financial services.
Infrastructure
Africa Health Care (AHC)
Owned:
St Helena Private Hospital in Welkom, Free State
Fountain Private Hospital in Carletonville, Gauteng
Fochville Private Hospital in Carletonville, Gauteng
Managed:
Kiaat Private Hospital in Nelspruit, Mpumalanga
	Rand Mutual Assurance Care Centre (RMA) 120 in Welkom,
Free State
Vryburg Private Hospital (VPH) in Vryburg, Northwest
Rondebosch Medical Centre (RMC) in Mowbray, Cape Town
RH Fauchard Hospital (RH Fauchard) in Krugersdorp, Gauteng
Medicare Private Hospital (Medicare) in Rustenburg, North West
RH Bell Hospital (RH Bell) in Krugersdorp, Gauteng
Financial Services
Wesmart Financial and Administration Solutions (Wesmart)
Africa and Worldwide Medical Assistance Service Proprietary
Limited (Africa Assist)

FAST FACTS ABOUT SA HEALTHCARE
No sufficient capital allocations for innovations.
Private healthcare in South Africa is expensive and
unaffordable for the majority of South Africans.
Public infrastructure is overcrowded.
Most healthcare institutions servicing remote areas in
townships and rural areas across South Africa lack the
necessary financial resources and capacity to compete and
to function at their best.
The lower to middle-income market cannot afford private
healthcare at the current rates, but is willing to pay for
quality healthcare at a reasonable price.
Concentration of healthcare providers or operators on a few
groups with over 60% market share is unsustainable and
anti-competitive.
High cost of healthcare infrastructure and funding resulting
in a high barrier to entry.
High burden of disease in South Africa.

Shortage of healthcare specialists.

KEY PERFORMANCE MEASURES
Feb 19 (R)

Feb 18 (R)

Other income

16 827 266

–

Finance income

24 490 345

20 826 640

Total income for the year
Administrative and other operating expenditure

41 317 611

20 826 640

(13 174 556)

(12 128 479)

28 143 055

8 698 161

(6 982 166)

(578 836)

21 160 889

8 119 325

41.5

25.5

50 938 356

31 780 822

Net asset value

530 119 886

495 945 698

Cash and cash equivalents

373 548 658

499 063 418

Number of shares in issue

51 250 000

50 000 000

Profit before tax
Taxation
Profit for the year
Earnings per share (cents)
Basic headlines and earnings per share (cents)
WANOS
Note: There are no dilutive instruments in issue

Net Asset Value per share (R)
Tangible net asset value per share (R)

10.34

9.92

7.28

9.98
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1.2 Our Strategy
RH Bophelo’s strategy is to create an integrated healthcare
platform by leveraging off its Black Economic Empowerment
(BEE) credentials to become the go-to provider of equity for
healthcare projects. The strategy will be implemented in a
three-pronged approach:

01

Consolidation of already
operating assets

The Company will either individually purchase equity or
co-invest in healthcare assets that are already operating and
have cash flow. The idea of a consolidated Group appeals
to independent groups, as they will benefit from increased
economies of scale and have a stronger bargaining position with
medical schemes. This will allow them to compete in the market
based on price and quality with the established operators.

02

RH Bophelo will seek investment opportunities from
the following sources:
RH Bophelo’s project pipeline;
	Sponsors and advisors that independently approach
the Company;
	Other funds or investment vehicles interested in co-investment
arrangements; and
Disposal of healthcare assets from industry players.
Participation in auctions.

RH Bophelo’s portfolio diversification

Investment in
brownfield projects

The Company will invest in brownfield hospital projects that are
not more than a year from cash flow, with the opportunity to
further develop and consolidate these projects to enhance value
and support, and longer-term income and capital growth.
RH Bophelo will ensure that project sponsors secure licenses
and land, to ensure commitment and alignment of interests.

9% operating healthcare related infrastructure;
7% social infrastructure (including education);
8% brownfield hospital projects;

03

Other healthcare funds and
related healthcare sub-sectors

60% operating hospitals;
8% financial services;
4% pharmaceuticals; and
4% ancillary healthcare services.

The Company will invest in select healthcare funds and
related attractive healthcare sub-sector opportunities in
which RH Bophelo recognises value and can generate returns
to its shareholders.

The Company will be transparent in its strategy and clear to all
stakeholders on all its acquisitions, by ensuring that the portfolio
reflects a class of assets that is in line with its vision, mandate
and strategy.
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Three-Year Strategic Framework
Over the past 22 months, we have identified the Company’s most
vexing strategic problems and have used this as a starting point for
refining our strategy since listing. The strategic refinements
centre around:
an operational skill set;
the need to raise additional capital; and
making affordable healthcare ubiquitous.

OPERATIONS
The strategy is to focus as much on the operations of the
RH Bophelo assets as on developing a footprint (the focus of our
first 22 months of investing). Operations focus is a phrase covering a
number of processes supporting people and providing them with the
know-how and real-time information to help them manage their role
more efficiently. This will include investments in the following:
bespoke healthcare information technology systems;
health insurance products to drive people to the RH Bophelo
network; and
further development of the RH Bophelo footprint in day hospitals
and other step-down facilities.
RH Bophelo’s operational processes will be designed to:
help people make the right decisions;
identify where problems occur and report or resolve them; and
	define how the organisation should work, prescribing best
practices and procedures.

CAPITAL RAISING
The Board has identified the need to raise additional funding as
RH Bophelo’s deal pipeline is both robust and includes assets that
will support the firm’s mandate, “affordable for all”.
Our capital raise will focus on diversifying the investor base, while
also bringing on board institutional and pension funds that are
patient, longer term capital providers who see and understand the
value in lowering the cost of healthcare in South Africa, while also
being fully invested in the civic ethos.

UBIQUITOUS AND AFFORDABLE HEALTHCARE
RH Bophelo will be offering a vast range of health insurance
products offering and extending cover to uninsured employed
South Africans through its recently acquired subsidiary, Wesmart.
These products are in no way meant to replace medical aids but are
rather designed as solutions addressing a market segment that has
heretofore not been serviced by traditional service offerings.
When applied in conjunction with the RH Bophelo footprint, we
see the verticalisation of our offering; patrons will see cost savings
by utilising both our health insurance products and our healthcare
infrastructure. Ubiquitous healthcare provision and spreading of the
healthcare franchise should then become a disruptive force in what
is a mature market for certain segments of the population, and a
heretofore unattainable necessity for the vast majority.
Ultimately, the RH Bophelo cost base, with respect to
infrastructure, varies vastly from that of the big three private
hospital groups, thus we are not faced with the same revenue
per bed pressures. This allows RH Bophelo to offer healthcare
solutions more in line with the realities of the vast majority of the
South African market while also alleviating some of the pressure
on the public sector hospitals.
Aggressive cost cutting in healthcare requires innovation,
technology and other interventions at the coal face of hospitals
(both local and national) in order to drive operational effciencies
(lower costs) that make healthcare affordable to patients.

OUR ACQUISITIONS WILL BE FOCUSSED ON:
Primary healthcare;
Entry level hospitals;
Specialised hospitals;
Mental health; and
Innovation and support services.

Innovative Energy Solutions
RH Bophelo will be seeking ways in which to self-service both its energy
and water needs. In the case of energy, we will utilise renewables
(wind, solar and battery), to reduce our reliance on the national
electricity grid. With respect to water, the RH Bophelo group will
examine ways to both save water and utilise same more efficiently.
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STRATEGY

RH Bophelo Strategic 3-year Business Plan
To become the leading capital provider of affordable healthcare in South Africa. This will be accomplished by growing and
expanding the RH Bophelo brand and network through executing a series of purchases that are overlaid with management
expertise, partnerships and a commitment to excellence in governance and operations; and, in so doing, collaboratively executing
programmes of socio-economic change and services that positively impact the wellbeing of the people of South Africa and Africa.

PURCHASE AND SWEAT ASSETS FOR A NAV OF 5BN WITHIN THREE YEARS
COMMITMENT TO OURSELVES

HOW WE WIN

Deepen Operational Expertise
Entry level service hospitals
Specialised service hospitals
Mental health hospitals
Primary and day care facilities
Innovations and support services
(operational efficiency, IT, procurement,
pharmaceuticals and financial services)

	
More skills, processes, governance
and systems to manage this
growing platform
	
Hospital administration - investees
and companies within the group.
	
Hospital administration,
commissioning , consulting and
management (balance and
counter balance)

Excellence in Governance
	
Organisational culture emanates
from the top – Get it right, get it
tight. REPLICATE
	
Ethical culture and risk management
	
Effective internal and external
communications – all stakeholders

RESIDUAL EFFECTS OF
WHAT WE DO

EXTENDED MANDATE

COLLABORATIVELY EXECUTE SOCIO-ECONOMIC AND JUSTICE PROGRAMMES
OUR COMMITMENT TO SOCIETY
Education and Training

Health Equity and Justice

Private medical and dental schools
Private nurse training and hospital management colleges.

Spread the healthcare dividend (address the missing middle)
	
Provide opportunities for Africans to participate in the
healthcare value chain (upstream and down)

POSITIVELY IMPACT THE WELLBEING OF SOUTH AFRICANS AND THE AFRICAN SOCIETY
	
Collaboration with other global
healthcare providers.

	
Thought leaders in healthcare
provision – lead the charge to
transform South African healthcare.

	
Lobby governments to drive change
that will be beneficial to the majority
of South Africans, including the
implementation of the National
Health Insurance (NHI)
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KEY GOALS
	RH Bophelo listed on the JSE with a single vision of
transforming the healthcare space through enabling
lower to middle income citizens to gain access to
affordable healthcare.
	RH Bophelo sets out to make the healthcare industry
inclusive and affordable. We intend to achieve this through
acquisitions of healthcare assets in exceptionally managed
commercial entities and special strategic acquisitions
across South Africa.
	RH Bophelo will capitalise on its listing to help close the gap
between low to middle-income people and offering quality
healthcare services.
	The Company will focus on assets such as acute and
sub-acute hospitals, healthcare Information Technology
(IT), pharmacies and clinics.

DIFFERENTIATORS
	RH Bophelo is the first and only 100% Black-owned listed
investment holding company in South Africa, focused on the
healthcare sector;
	Provide capital or exit alternatives to independent
hospital operators;
	Ability to co-invest with the Razorite Healthcare and
Rehabilitation Fund 2, a R2,5 billion South African Healthcare
Infrastructure Fund;
	Ability to access a pipeline of 13 newly commissioned hospitals
in South Africa by Razorite Healthcare and Rehabilitation Fund;
	Management’s reputation and track record in the sector;
	Willing to work with government to solve some of the healthcare
problems including infrastructure backlog;
	Commitment to bringing affordable and reliable healthcare to
the continent;
	Filling a unique market gap – there is currently no affordable
private healthcare for the lower to middle income groups;
Already have a portfolio of good performing assets;
	In-house hospital management, commissioning and consulting
expertise through AHC;
Our focus is on peri-urban hospitals;
	Our relationships with institutional investors and commercial
banks; and
The ability to rapidly deploy equity capital for co-investment.
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1.3 Our Investment Policy
The Company’s investment policy is to acquire commercially
viable healthcare assets and to only consider investment
opportunities in South Africa. Investments may be by way of:
a.	Purchasing quoted and unquoted shares in appropriate
companies;
b. Outright acquisition;
c.	By the acquisition of assets, including the intellectual
property of a relevant business; and
d.	By entering into partnerships, joint venture arrangements or
co-investments.
	Although limited to South Africa, RH Bophelo will seek
investment opportunities through strategic partnerships that will
provide a reliable entry to the rest of the continent.
	Although limited to acquisitions that are cash flow positive
or within 12 months to cash positive, RH Bophelo will seek
investment opportunities through partnership with other funds,
sponsoring innovative solutions that can make capital available
in order to responsibly participate in new infrastructure.
	The Company may co-invest with other Funds and may invest
solely if appropriate and the RH Bophelo’s investment criteria
are met.
	The Company may acquire the whole or part of a project
or company (private or listed) and such investments may
constitute a minority or majority stake in the company, or
project in question.
	The Company may be either an active or passive investor
depending on the nature of the individual investments. The
Company will assess each opportunity on its merits and, whilst
the following are not prescriptive, the Company will apply
two guiding principles as part of its decision-making process
(majority versus minority):
	Majority stakes will be acquired for turnaround opportunities
and/or where the Company believes that it will have to
discharge a management company such as AHC, in the
management of the acquired entity. RH Bophelo will seek
synergies that reduce costs and drive efficiencies to deliver
growth and drive earnings; and
	Minority stakes will be acquired for opportunities in which the
Company is satisfied with the existing management team’s
competence and ability to drive growth, as well as deliver value.

	The Company may offer new ‘A’ Ordinary Shares by way of
consideration, as well as cash in making investments. The
Company may, in appropriate circumstances, issue debt
securities or otherwise borrow money to complete
an investment.
	The Company will actively manage the investment life cycle of
investee companies to maximise the financial returns through
appropriate exit mechanisms at maturity of investments.
	To the extent that debt investments are used by the Company,
it is envisaged that these will mostly be self-liquidating through
the repayment of capital, whilst equity investments will be
realised at full market value through sale.
	In the case of investee companies with strong positive cash flow,
active growth strategies will be pursued, or alternatively, high
dividend distributions in order to create annuity type income.
In exceptional cases, equity realisation may be by way of initial
public offerings and listing of shares on the JSE.
	In addition to the use of its own resources, the Company will
employ external financing as a source of capital. The Company
will use borrowings to advance cash flows in order to increase
overall returns. The Board will adopt policies from time to time to
set limits on the Company’s borrowings. Interest rate movement
risk will be mitigated by using inflation-linked rate loans or other
hedging instruments. The implementation of such policies and
the use of such instruments largely serve to make interest on
borrowings a known and controlled expense.
	The Company will use borrowings to fund acquisitions on a caseby-case basis, and only where it is satisfied that the overall yield
from a particular prospective acquisition is or will be greater than
the cost of the borrowing required for that particular acquisition,
or when the leveraging produces enhanced returns.
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ACQUISITION CRITERIA

Time horizon

The targeted investments should meet the following criteria:

Most participants in the corporate financing markets underwrite
investments with a targeted duration of three to five years. Investors
in the Company can access liquidity at any moment.

Consistent value orientation
The Company will actively seek out investments in which the
intrinsic value (such as replacement costs of the assets employed)
and/or conservative market value is sufficiently higher than the
transaction value of the securities being acquired.

Discounted price for controllable growth
Many of the Company’s equity investments will be in well-run
companies primarily in need of a financing partner to pursue
earnings growth initiatives, facilitate a recapitalisation, or
avoid/solve current or impending balance sheet issues.

Motivated sellers
The Company will not be an active participant in traditional merger
and acquisition auction processes. Rather, the firm will focus on a
proactive sourcing process that seeks motivated sellers who are
actively searching for and in need of a strategic financing partner.

Holistic, team-based approach
The Company will utilise a holistic, team-based approach that is
pillared on a consistent investment process.

Control vs. passive investment
The Company will take control of an entity if it believes it can better
manage the entity and drive efficiency. It will also consider minority
stakes if satisfied with existing management and would then only
require strategic and financial inputs.

The Company offers management teams and investment partners
a differentiated view on time with potential holding periods of more
than five years.

Exit criterion and timelines
The Board has empowered the management team to refine an exit
strategy in accordance with IFRIS 10, and as a supplement to the
Investment Policy of RH Bophelo dated 2018.
Given that RH Bophelo is an investment entity (Section 15) under the
JSE rules, and thus, is not subject to the same exit pressure as unlisted
private equity funds, we have resolved to consider exits if and when:
(i) 		there is an opportunity to roll-up into a more robust or more
strategic business that fulfills our original rationale for investing;
(ii) 	an exit would provide an outsized return;
(iii) 	if we believe that a particular portfolio investment had
reached its high-water mark (was mature and we could not
add further value); and
(iv) 	our original investment thesis faced significant headwinds
from fundamental changes in the healthcare market.
Ultimately, we are seeking at least a 3x exit cash multiple on our
investments. We would in the event of having achieved the above
criterion, and depending on the asset in question, seek to exit our
investments in the following ways:
(i) 		 Trade sale;
(ii) 	Management buy-out (which would be in keeping with
RH Bophelo’s original mandate in that we would have grown
and empowered Black operators); and/or
(iii) A separate listing.
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INITIAL SHAREHOLDER APPROVAL
The targeted investments should meet the
following criteria:
At the request of certain shareholders, RH Bophelo has provided
additional voting protections to shareholders up to thresholds
set out below. Notwithstanding the provisions of Section 15 of
the JSE Listings Requirements applicable to investment entities,
shareholders – including RH Bophelo’s controlling shareholder – felt
that given the nature of a SPAC, they would feel more comfortable
if afforded the opportunity to vote and approve future transactions
that are equal to or greater than 30% of the initial capital raised
on listing. However, this is only applicable up to a total cumulative
threshold of R300 million, being 60% of the R500 million raised
on listing. After careful consideration, RH Bophelo would like to
accommodate their shareholders as a result of the following:
	RH Bophelo has, and always will, maintain strict compliance with
the JSE Listings Requirements. However, it is RH Bophelo’s duty
to address and find solutions to shareholder concerns.
	RH Bophelo is of the opinion that enhanced governance and
compliance should be encouraged.
	The additional voting protections are for the benefit of
all shareholders.
	The additional voting protections are only up to the threshold as
detailed above.
Accordingly, any future corporate transaction by RH Bophelo is
subject to categorisation in terms of Section 9 of the Listings
Requirements up to the R300 million threshold, as agreed with the
JSE. For the sake of clarity and to avoid any doubt, shareholders are
asked to please note the following:
	For purposes of categorisation in terms of Section 9 of the JSE
Listings Requirements, each proposed transaction will be looked
at in isolation, unless RH Bophelo announces these transactions
simultaneously or they are to be contained in the same circular
to be issued to shareholders.
	The R300 million threshold indicated above applies to cash
payments, the issue of shares, debt acquisitions or any other
form of acquisition finance available to RH Bophelo.
	A related party transaction will be dealt with in terms of Section
9 and Section 10 of the JSE Listings Requirements.
	Once RH Bophelo has exceeded the threshold of R300 million,
further acquisitions made by RH Bophelo will be subject to
paragraph 15.8 of the JSE Listings Requirements applicable to
investment entities. This will occur as soon as the threshold
has been reached, regardless of whether shareholders have
voted on a transaction as determined in accordance with the
categorisation principles contained in Section 9 of the JSE
Listings Requirements.
	There will be no interest accrued on the R300 million and update
announcements to shareholders will be made concerning the
use of the R300 million threshold, including the residual amount
left after each acquisition. An announcement will also be made
once the threshold has been exceeded.

The JSE will approve any circular and/or notice of a general
meeting required in terms of this approval process.
Disposals made by RH Bophelo will be subject to paragraph 15.8
of the JSE Listings Requirements.

Johannesburg Stock Exchange
For every investment made by RH Bophelo, the Board and
investment committee will consider all aspects of the JSE Listings
Requirements and in particular, Section 15 of the JSE Listings
Requirements and any amendments made from time to time.
Should the Board and investment committee require guidance,
they will seek independent advice from RH Bophelo’s JSE sponsors,
advisors and legal team.
For the purposes of this section, RH Bophelo, the Board and
investment committee would specifically like to reference the
following in terms of Section 15 of the JSE Listings Requirements
(including proposed amendments):
a) Paragraph 15.8 of the JSE Listings Requirements:
Section 9 will not apply to investment entities, provided
transactions are concluded in the ordinary course of business
pursuant to the investment policy. All transactions by investment
entities must be categorised and any transaction exceeding 10%
must be announced pursuant to the provisions of Section 9. In
respect of transactions less than 10%, issuers must consider the
application of the general obligation of disclosure pursuant to
paragraph 3.4(a) in the event that any transaction constitutes price
sensitive information (applied individually or on a cumulative basis).
b) Paragraph 15.9 of the JSE Listings Requirements:
The exclusion provided in paragraph 15.8 above will not apply to
related party transactions irrespective of whether the transaction(s)
is (are) in the ordinary course of business.
c) Paragraph 15.10 of the JSE Listings Requirements:
In the event that an investment entity wishes to conclude a
transaction outside the scope of the investment policy or any
material changes hereof, the investment policy must be amended
and approved by shareholders by way of ordinary resolution
pursuant to paragraph 15.7 in order to allow the transaction.

