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01. OUR BUSINESS 3

ABOUT THIS REPORT                                                                        

The Board of Directors is pleased to present the Integrated Annual Report 

of AfroCentric Investment Corporation Limited (“AfroCentric”) for the 2014 

financial year. This report has been compiled with a view to providing our 

stakeholders with an integrated approach to the business, performance, 

governance and sustainability of our Group for the period under review and 

incorporates economic, social and environmental factors where appropriate. 

Principles

In preparing this report, we took 
cognisance of the principles in the 
International Integrated Reporting 
Council (“IIRC”) Framework released in 
December 2013. This has promoted a 
more cohesive and efficient approach 
to corporate reporting.  Our integrated 
annual reporting processes align to the 
integrated reporting requirements of 
the King Code of Governance Principles 
for South Africa 2009 ("King III 
Code").  AfroCentric has an Integrated 
Reporting Panel in place which reviews 
the design and the content of the 
report before it is published.

Furthermore, the report is prepared in 
accordance with International Financial 
Reporting Standards (“IFRS”), the 
Listings Requirements of the JSE 
Limited, the Companies Act, 71 of 2008, 
and the King Report and principles on 
Corporate Governance for South Africa.

Scope and boundaries

The scope of this report covers the 
AfroCentric Group of companies and its 
associates. A list of principal subsidiaries 
and associates is provided in our Group 
structure on pages 6 and 7. The report 
relates to the financial reporting period 1 
July 2013 to 30 June 2014 and is available 
on our website, www.afrocentric.za.com, 
or on request from the AfroCentric 
Investor Relations Department. Refer to 
the contact details on the inside back 
cover.

Readers are referred to the glossary of 
terms used in this report on page 5.

We have used the icon    to make 
reference to information in various 
sections of this report.

Stakeholder engagement

We have provided insight into the 
nature and quality of our relationships 
with key stakeholders, including how 
and to what extent we understand and 
take into account their legitimate needs 
and interests as well their respective 
contributions to our ability to create 
value. The three key stakeholder groups 
identified were shareholders, customers 
and employees.
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Assurance

AfroCentric applies a combined assurance model, which 
seeks to optimise the assurance obtained from management 
and internal and external assurance providers. The combined 
assurance model which is based on three key components is 
summarised as follows:

MANAGEMENT

INTERNAL  
ASSURANCE  
PROVIDERS

Internal Audit
Board Committees
Audit Committee

EXTERNAL  
ASSURANCE  
PROVIDERS

External audit

Management provides the AfroCentric Board with assurance 
that it has implemented and monitored the Group’s risk 
management plan, and that it is integrated into day-to-day 
activities. Management is responsible for monitoring and 
implementing the necessary internal controls. 

The Internal Audit function, overseen by the Group’s Audit 
Committee, assesses the effectiveness of AfroCentric’s 
system of internal control and risk management.

The Board has delegated certain authorities to the Board 
Committees in order to manage the affairs of the Board 
but this in no way absolves the Board, and its Directors, 
from the obligation to carry out their fiduciary duties and 
responsibilities. All Board Committees operate under written 
terms of reference ("the Charter") which is approved by the 
Board. Each quarter, all Committee Chairpersons report to 
the Board, either with a written report or verbally, on recent 
committee activities. Board Committees are permitted 
to receive independent, professional advice, as and when 
deemed necessary. There is full disclosure and transparency 
from these committees to the Board.

The Group receives external assurance on certain 
aspects of the business. For example, our external 
auditors, SizweNtsalubaGobodo Inc. (“SNG”) and 
PricewaterhouseCoopers Inc. (“PWC”), provide an opinion 
on the fair presentation of the Group’s annual financial 
statements.

The Group Audit Committee ensures that the combined 
assurance model introduced by the King III Code on page 109 
is applied to provide a coordinated approach to all assurance 
activities and addresses all the significant risks facing 
the Group. The committee also monitors the relationship 
between the external service providers and the Group.

   For more information on assurance, refer to the 
summarised corporate governance report on  
pages 98 to 109.

Determining materiality 

Management’s interpretation of materiality determined 
the disclosure and topics to be covered in the report and 
their relevance to stakeholders with a view to providing 
concise, transparent and valuable information. The Group 
has adhered to the principles of integrated reporting and 
continually strives towards excellence in the integrated 
reporting process with a focus on measures of enhancement 
for future reporting.

Approval of this report

The AfroCentric Board has approved the 2014 Integrated 
Annual Report on page 112.
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01. OUR BUSINESS 5

“AfroCentric” or “the Company” AfroCentric Investment Corporation Limited – the Group holding company  

“the Board” The Board of Directors of AfroCentric Investment Corporation Limited

“B-BBEE” Broad-based Black Economic Empowerment

“CEO” Chief Executive Officer

“CFO” Chief Financial Officer

“the Companies Act” The Companies Act (Act No 71 of 2008)

“CSI” Corporate Social Investment

“the current period” The year ended 30 June 2014

“the current year” The year ended 30 June 2014

“GRI” Global Reporting Initiative

“the Group” AfroCentric Investment Corporation Limited, its subsidiaries and associates

“IFRS” International Financial Reporting Standards

“IIRC” International Integrated Reporting Council

“JSE” JSE Limited

“King III” King Report on Corporate Governance for South Africa 2009

“LGRC” Legal, Governance, Risk and Compliance

“MD” Managing Director

“MOI” Memorandum of Incorporation which comprises the Company’s existing 
memorandum of association and its articles of association

"AGM" Annual General Meeting

“the previous year” or “the prior year” The year ended 30 June 2013

“the year” or “the year under review” The year ended 30 June 2014

“AHL”  AfroCentric Health Limited

GLOSSARY
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•	

How our businesses and functions fit together

OUR GROUP STRUCTURE                                                          

•	 •	

 *94.1%                

 *100%                *100%                 *100%                

•	

*51%                

•	
•	

•	
•	
•	

•	 *25%
•	 *74%
•	 *100%
•	 *51%
•	 *26%

 

•	
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01. OUR BUSINESS 7

 

•	

•	•	

*20.27%                

 

•	

AfroCentric is a black-owned, diversified investment 
holding company established in 2006 and listed on the 
JSE. AfroCentric has specifically invested in businesses 
that demonstrate favourable prospects for growth 
while actively contributing to the upliftment of South 
Africa’s people in a meaningful and sustainable manner.
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Our business model

The Group’s growth and success can largely be attributed to highly efficient health administration, coupled with effective 
health risk management that ensures the sustainability of our client medical schemes and positions them for ongoing success. 
The strategy for the future is to continue focusing on our core healthcare competencies, using these as a platform to diversify 
and grow earnings through acquisitions, focused on the healthcare, technology and resources sector.

Our business structure

The AfroCentric Group’s most significant investment lies in its equity interest in AfroCentric Health. Accordingly, the Group 
profile has been provided at an AfroCentric Health level. The Group follows a “house of brands” philosophy and is therefore 
characterised by a series of companies with their own brands operating under an umbrella “house” brand, namely AfroCentric 
Health. The operating structure of the Group follows through from this “umbrella” approach and is reflected in the following 
diagram with Medscheme being the largest operating company in the Group.

Our Philosophy
AfroCentric

AfroCentric 
Health

Finance
Legal, 
Governance & 
Risk 

Business 
Development

Information 
Technology

Human Capital Group Branding & 
Communications

GROUP PROFILE

2008 AfroCentric Health Limited ("AHL")

•	 Medscheme
•	 Administration and health risk 

management
•	 Acquired 83% stake

2010 -2014

AHL

•	 Increased shareholding to 94.1% 
in AHL

2007

Initial rights offer

•	 100c per share
•	 AfroCentric Empowerment Trust 

("ACET") created

2005

W.B. Holdings
•	 Farming and agricultural 

processing
•	 Cash shell on JSE 

2006

AfroCentric begins

•	 80% share capital purchased
•	 AfroCentric Investment 

Corporation created

2007

Rio Tinto JV
•	 Exploration and mineral rights
•	 Preferred BEE partners

Organisational overview and external environment                                                    

AfroCentric has built a significant asset and JV portfolio

2009
Jasco

•	 3-way deal with M-TEC and CIH
•	 Acquired 34.9% stake
•	 Strategic contributions
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01. OUR BUSINESS 9

Healthcare 
administration

•	Claims assessing
•	Broker management 

and commissions
•	National branch 

network
•	Healthcare Provider 

Administration
•	Scheme contribution 

collections
•	Member query 

management (call-
centres/email/fax)

•	Fund management

Our products and services

•	Providers of the 
Nexus and UMS 
systems 

•	Network 
connectivity

•	 Medscheme 
administrative 
support

•	 Various outsourced 
technology solutions 
within the Group 
structure

6 external  
licenced clients

•	Provides customised, 
cost-effective 
solutions for the 
management of  
HIV/AIDS 

•	15 South African 
medical schemes

•	10 corporate clients
•	1 public sector 

programme
•	6 non-South African 

clients

17 South African 
medical schemes

Our philosophy

Vision 
Creating a world of 
sustainable healthcare.

Mission
We create access to 
sustainable, affordable, 
quality healthcare 
through the application of 
innovation and expertise, 
delivered as an efficient, 
seamless experience.

Strategy
We redefine the 
management of healthcare 
risks and the delivery of 
service as marketable 
client offerings through 
the application of 
innovation and expertise 
whilst diversifying our  
revenue sources.

Values
•	 Mutual respect 
•	 Accountability
•	 Empowerment
•	 Integrity
•	 Innovation

Health risk management services

Service Interventions

Hospital Benefit 
Management (including 
specialised radiology, 
renal dialysis and organ 
transplantation)

•	Pre-Authorisation
•	Case Management
•	Clinical Audit of Hospital Claims
•	Clinical Audit of Pathology Claims

Medicine Benefit 
Management

•	Chronic Medicine Authorisation
•	Generic Reference Pricing ("MPL")
•	Medicine Exclusions (MEL and 

PESA)
•	Formulary Management
•	Ambulatory PMB management

Disease Management •	Beneficiary Risk Management 
•	Oncology Management

Network Management •	Fee negotiations 
•	GP Profiling and Review
•	Network Contracting
•	GP and Specialist Risk Management 

models

Dental Benefit 
Management

•	Clinical Audit of dental claims

Scheme Management 
Support

•	SLA reporting
•	Input into benefit design process
•	Clinical Governance

19 South African medical schemes
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An interesting snapshot of our activities

19.2 million  
SMS’s sent for 
the year

500 000 
membership 
cards printed per 
annum

Payments and claim 
runs to the value of 
R16.2 billion for 
the 2014 year

Largest database of 
HIV patients managed in 
the private sector

Our Health Administration 
centres receive on average  
12 million calls per 
annum

R10.6 million statements 
printed and distributed per 
annum

lives 
covered

>3 million

R38 billion 
of medical 
scheme member 
contributions 
collected per annum

Group 
revenue

R1.95 billion

oureffectiveness
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01. OUR BUSINESS 11

Our external environment: What are the circumstances under which we operate?

explained and how the roleplayers in the industry would be 
able to practically comply with the provisions of POPI.  The 
draft code of conduct will in due course be referred to the 
industry for further comments before it is submitted to the 
Information Regulator for approval.

NHI white paper 

The National Health Insurance ("NHI") white paper as well 
as the financing proposal developed by National Treasury, 
was complete and due to be tabled in Cabinet soon after the 
Finance Minister’s latest budget speech. 

The former Finance Minister Pravin Gordhan, reiterated the 
two pillars highlighted in the green paper upon which the 
14-year implementation of NHI rested, i.e. improvements in 
the public sector healthcare delivery and the reduction in the 
high cost of private healthcare.

The NHI pilot programme in some of South Africa’s 
most vulnerable districts is well under way and during 
the budget speech, it was announced that within the 
NHI component of the national health grant, R1.2 billion 
was earmarked over a three-year period to begin the 
contracting with general practitioners ("GPs"), develop 
new reimbursement mechanisms for central hospitals 
and improve their revenue management. It was reported 
that spending on GP contracting  was low in 2013/2014 
because of delays in reaching agreement on remuneration. 
Although many of the public facilities in the pilot districts 
face considerable challenges, slowly but surely there have 
been signs of progress.  

In the interim, the Minister of Health has had to deal with a 
number of incidents reflecting unfavourably on the public 
healthcare system’s delivery, but he has responded to these 
in a transparent and decisive manner.  

The energetic Minister announced an expansion of the free 
ARV treatment to those with white blood cell counts of below 
500 per micro litre from a previous threshold of 350.  In 
parallel, he has been actively campaigning against what he 
termed an explosion in non-communicable diseases at the 
source by targeting lifestyle habits that contribute to ill health.  
He has signed salt reduction legislation last year requiring the 
food industry to reduce salt content in processed foods.  He 
aims to force cigarette companies to sell their merchandise 
in plain packaging by next year and his focus on preventive 
medicine has extended to a cervical cancer vaccination 
campaign aimed at female school learners.

The macro-economic and legal landscape

The economy-wide impact of the private healthcare 
industry

The substantial spending in the private healthcare sector 
has an economy-wide impact on employment, household 
income, investment, taxation, education, international 
linkages and productivity.

The sector’s trends interact with a number of economic 
elements and indicators such as the rate of employment, 
level of taxation and investment opportunities as well as 
training and development programmes. Various upstream 
and downstream industries are sustained and affected by 
changes in the private healthcare sector.

Private healthcare users form part of the formally 
employed and their productivity is reflected in GDP growth. 
Research indicates a correlation between good health and 
productivity. A healthy productive workforce is therefore of 
national economic importance.

Access to high-quality preventative and curative healthcare 
is essential to achieve this goal. 

Looking forward from a macro-economic perspective

Both the government and private sector stakeholders should 
support the long-term sustainability of the private healthcare 
industry. Improvements made by Government to the quality 
of service delivery in the public health sector will not only 
increase the productivity of the employed population 
dependent on its healthcare services. It is likely to lead to 
greater patient choice which will stimulate price competition 
between the public and private sector leading to greater 
affordability. Building trust in the public sector will be critical.

Current legal issues with a macro-economic impact

The Protection of Personal Information Act ("POPI")

This Act was signed into law by the President in November 
2013. Subsequently, a few limited sections came into force 
on 11 April 2014, which relate to the establishment of the 
Information Regulator and the issuing of regulations.  The 
majority of POPI will commence on a later date to be 
proclaimed by the President. Once the commencement date 
is proclaimed, companies will have 12 months to become  
fully compliant.

According to Circular 6 of 2014, the Council for Medical 
Schemes ("CMS"), in consultation with the medical 
scheme industry, intends to develop a code of conduct as 
contemplated in Chapter 7 of POPI.  The medical scheme 
industry has unique and particular features, which need to be 
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Commencement of certain sections of the 
National Health Act

The National Health Act provides a framework 
for a structured uniform health system which 
takes into account the obligations imposed by 
the Constitution and other laws on the national, 
provincial and local governments with regard 
to health services. In terms of section 94 of the 
National Health Act, 2003 (Act No 61 of 2003),  
1 April 2014 was determined as the date on which 
sections 36 to 40 of the National Health Act would 
come into operation. These sections contain 
provisions requiring all health establishments to 
obtain a certificate of need from the Department 
of Health by April 2016.

On the advice of the state law advisors, the 
department of Health requested the President’s 
office at the end of July 2014 to withdraw the 
promulgation of these contentious sections of the 
National Health Act. This will allow the Department, 
in consultation with key roleplayers, more time 
to craft regulations that will bring the relevant 
sections into effect.

Competition Commission inquiry

The Competition Commission of South Africa 
launched a market inquiry into the private 
healthcare sector. The Terms of Reference for the 
inquiry had been published and a Statement of 
Issues and Administrative Guidelines was published 
for comment.

The annual escalation of medical costs in excess 
of inflation is of concern and the inquiry aims 
to research the effectiveness of competition in 
the private healthcare market. The inquiry is to 
ascertain whether the market was functioning well.  
It intends looking into matters that could distort, 
prevent or restrict competition as well as concerns 
impacting the functioning of the market such as 
barriers to entry, regulatory or policy impediments.

Participants in the inquiry will be expected to 
provide information on how the market currently 
functions and recommend changes to regulations 
that would increase competition.

AfroCentric Mauritius offices

AfroCentric branch offices

AfroCentric Roodepoort offices

AfroCentric Durban offices

AfroCentric Cape Town offices
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Our offices

OUR GLOBAL PRESENCE      
Where we operate 

Expanding our business globally

Growth and diversification beyond the borders of South Africa remains one of Medscheme’s strategic imperatives. The Group 
initiated this strategy in 2011 following an acquisition in Mauritius. Since then, good progress has been made in positioning 
Medscheme as a credible international brand, with ongoing business development activities in South East Asia, Europe and 
the UK. Medscheme continued to provide services to several large European and UK-based health insurance companies 
during the year, from our international business process outsource (“BPO”) centre in Mauritius. 

Mbabane

Port Louis

Vereeniging

Cape Town

Port Elizabeth

East London

Durban

Bloemfontein

Keetmanshoop

Windhoek

Swakopmund

Oshakuti

Walvis Bay

Secunda
Johannesburg

Pretoria
Northern 

Rustenburg

Lephalale Polokwane

Florida

Kathu

SOUTH AFRICA

BOTSWANA

ZIMBABWE

SWAZILAND

MAURITIUSNAMIBIA
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OUR LEADERSHIP
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Our leadership is provided by the AfroCentric Board of Directors 
which consists of the following pre-eminent business minds:
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02. OUR PERFORMANCE 17

CHAIRPERSON'S 
REPORT

Activity report and corporate developments

The Group has once again posted satisfactory results for 
the year under review and respectfully there is sufficient 
information in this Integrated Annual Report to, inter alia, 
provide shareholders with the more detailed  
financial statistics. 

Nevertheless, it behoves me to specifically record my 
appreciation to those shareholders who confidently joined us 
in the 2009 "share based" option at the time of the disposal 
of AfroCentric Health Limited (formerly Lethimvula) to 
AfroCentric. I would also like to thank the management who 
had the vision of what could be achieved and substantially 
fulfilled the warranty threshold, successfully triggering not 
only the second tranche payments in AfroCentric shares,  
but also the "agterskot" cash payment arising through the 
same achievement. 

The Group has made excellent progress since the acquisition 
and today, AfroCentric is one of South Africa's largest 
medical scheme administrators and managed care providers, 
providing services to a range of well supported open medical 
schemes and many closed schemes of eminent South African 
corporates and institutions. I am proud to include in our 
impressive portfolio of clients, the Government Employees 
Medical Scheme ("GEMS") as well as South Africa's Road 
Accident Fund ("RAF"). 

Sanlam

The work and reputation of the Group over the past five 
years has put AfroCentric on the radar of many institutions 
and the strategic relationship recently concluded with 
Sanlam Limited bears testimony to the respect and 
recognition of AfroCentric by South Africa's pre-eminent 
financial institution. We could not have chosen a better 
partner to enhance our marketing and distribution channels 
and are delighted with the joint strategic alliance, the 
consequence of which can only expand the Group's value 
proposition and position the Group for accelerated growth 
going forward. 

Introduction

Twenty years have passed since May 1994, when South 
Africa was able to include all of its citizens, both black and 
white, in the country's first democratic elections. That was 
a truly unique milestone in the history of South Africa and 
yet in that period of 20 years, AfroCentric, which was only 
constituted in 2006, is still one of very few black controlled 
companies listed on the JSE Limited (“JSE”). As a Level 2 
BBBEE rated company and with a commencing market 
capitalisation of R100 million, AfroCentric focused its 
investments mainly in private healthcare. Today I can humbly 
record, but with a sense of pride, that AfroCentric enjoys 
a market capitalisation value in excess of R2 billion. The 
healthcare sector in South Africa generally presents many 
exciting opportunities, yet from a corporate and commercial 
perspective, the industry remains firmly under the control of 
South Africa's traditional institutions, where regrettably, little 
progress has been made towards real BEE transformation. 

Competition Commission Inquiry  
into Private Healthcare

The recently announced Competition Commission 
Inquiry into Private Healthcare is aiming to determine an 
understanding of market forces and those features and 
dynamics of private healthcare, which cause above inflation 
pricing, the high costs of medical services and the increasing 
level of claims and expenditures that occur in the sector. 
The inquiry is likely to focus on medical specialists, hospital 
services, medical aid schemes and administrators. 

AfroCentric is fully supportive of the Competition 
Commission Inquiry and has formally made submissions and 
expressed its cooperation and endorsement for the inquiry.
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As we reflect on the profound and significant changes since the acquisition 
in 2009, and look forward to entering a new era for AfroCentric, we 
remain confident that the Group is well-positioned for growth and we 
are committed to leveraging attractive growth opportunities which offer 
steady returns across varied and widespread sectors.
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WAD Holdings

I would also like to welcome the WAD Group into the 
AfroCentric family, this proud moment arising through 
the acquisition of WAD's pharmaceutical businesses 
specialising in the wholesaling, dispensing and delivery of 
chronic medication for and on behalf of private and public 
sector clients and patients. AfroCentric looks forward to 
providing the WAD businesses with a broader platform, 
more efficiently integrated to optimise the profitability of 
WAD enterprises and the resultant contribution towards 
AfroCentric's overall performance in the year ahead.

Jasco

The Group's investment in Jasco has not yet fulfilled the 
promise indicated during the three-year reconstruction 
period. The reconstruction growth model for Jasco is now 
in place and there is a stripe of cautious confidence in 
the future outlook for Jasco's operations. The company 
posted a small profit during this reporting period reversing 
losses incurred in the previous year. We look forward 
to better economic conditions, particularly through the 
commencement of the National Development Plan, an 
initiative that would certainly be helpful to the prospects of 
Jasco's various business units.

RIO TINTO

There is little to report on AfroCentric's Relationship 
Agreement with Rio Tinto, save to advise that certain joint 
venture applications await approval from departmental 
authorities. Rio Tinto is fully committed to the agreement 
and to the extent that any of the potential initiatives after 
prospecting, are categorised as tier 1 assets, AfroCentric will 
participate as Rio Tinto's BEE partners.  

Outlook

There are several challenges within the South African 
economy at the present time and it would be inappropriate 
to provide any guidance in regard to the outcomes for the 
year ending 30 June 2015. All I can say with a degree of 
confidence is that AfroCentric's performance to date has 
been impressive, management have advised the Board that 
save for circumstances that may be beyond their control, they 
are expecting certain growth in revenues, group expenditure 
is substantially under control and while margins could come 
under pressure from January 2015, the new initiatives with 
WAD and Sanlam, both expected to be planned and ready 
for implementation after certain resolutive conditions have 
been fulfilled, could well reveal some positive consequences 
towards the end of the financial year. 

Acknowledgements

I would like to thank the Board of Directors for their 
consistent support during the past year. Their astute 
guidance and counsel on company affairs has been 
extremely helpful in general, and their application to the 
initiatives on the WAD and Sanlam matters is greatly 
appreciated. To all our stakeholders, I extend my gratitude 
for your ongoing support and confidence in our business.  

Dr A Mokgokong 
Chairperson 
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CHIEF EXECUTIVE 
OFFICER’S REPORT

There is a saying: "lead, follow, or get out of the way". 
AfroCentric Health leads. 

In the 2013/14 financial year, the company challenged 
itself to provide the healthcare sector with even more 
practical strategies for success, while leading new 
initiatives that would foster broad change in the business 
of providing healthcare. We delivered yet another solid 
set of results.

The key to retaining and growing profitable customer 
relationships is to integrate and manage three critical 
elements: client retention, diversification, and expansion 
into new territories.

Strategic developments  

The outlook for the healthcare and technology sectors 
is robust and exciting. As a large part of the economy 
struggles to gain any degree of traction, these two 
sectors are holding their own. AfroCentric Health’s 
prospects remain promising. Our health business 
continues to be the preferred service provider to a 
number of major clients, including the Government 
Employees Medical Scheme ("GEMS") and the Road 
Accident Fund ("RAF").

Whilst such contracts have their challenges, our success 
in rendering services to government provides a solid 
platform for future business. A major challenge at present 
is to extract maximum efficiencies within the GEMS 
contract. 

The opposite holds true for the RAF contract, which 
continues to showcase our expertise both in terms of our 
systems and skills. The RAF contract remains important 
to the Group and should serve as a solid platform for 
further opportunities with government.

Challenges

The medical scheme environment remains challenging, 
especially in third-party administration.  

We continue to review our business to determine whether 
there is value in what we offer. We always confirm a 
positive opinion especially in the areas in which we 
compete. Value comes via the cost-effectiveness of 
the services and efficiencies we deliver. Whilst our core 
competencies remain in administration and managed care 
services, we believe that anti-competitive practices exist 
within the private health sector.

Anti-competitive environment

We believe, based on imbalances in healthcare generally, 
this affects us as follows:

•	 Open schemes: this has evolved into two separate 
markets where certain players are left to operate on a 
different model, to those of other schemes

•	 It is difficult to compete in such an environment 
(where pricing issues reveal anti-competitive criteria)

In response to these industry challenges, our main focus 
will be to take our systems and capabilities more into the 
public space, costing them optimally and making them 
available whilst explicitly demonstrating how they will lead 
to cost savings for our stakeholders.

We have successfully demonstrated this through our 
GEMS and RAF contracts – I am confident that we 
will continue to do so with all contracts under our 
management.
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In every way, AfroCentric Health is leading the way.
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In addition, the Group continues to track, assess and 
adjust to legislative developments, especially around the 
NHI and RAF. Whilst these have an impact on how we 
do business, our focus remains on cost containment and 
efficient provision of healthcare services to GEMS and 
other stakeholders. 

We remain proud of our success with RAF and will 
continue with our best efforts on this contract. The RAF 
and COID offices are to leverage and collaborate on 
their healthcare experiences, focusing on both costs and 
quantity. 

The increasing volumes in the private sector should result 
in increased margins and through efforts around improved 
efficiencies should result in reduced costs, albeit with a 
limited customer base. Bearing this in mind, our strategic 
direction will place emphasis on working with government 
and to play a role in positively influencing the cost of 
healthcare delivery.

Impairment of investment in Sapling

Sapling was acquired during 2013 for the specific 
purpose of providing services to Medshield. Medshield 
has been in operation for 27 years. The company grew 
from a mere 400 to 100 000 members today. The 
Sapling contract was, however, terminated based on 
a directive by the Regulator’s office on the basis that 
Sapling's services did not add value. The number of 
members remained stagnant for only a short period. 
Once the Sapling contract was terminated by the 
directive and when the trustees opposed it, the scheme 
went into curatorship.

This termination took place irrespective of numerous 
approaches to the Regulator – after we had acquired 
the business – in order to determine which aspects or 
commercial terms of the contract the Regulator believed 
were not adding value. 

Nevertheless, we indicated our willingness to review the 
terms of the contract. There were numerous interactions 
with the curator at the time, yet the contract was still 
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terminated on the same basis as aforementioned. We are 
of the opinion that this process was not in accordance 
with public administration and that it amounted to 
abuse of power in terms of the Regulatory Framework. 
We believe the facts were not all reviewed on an 
objective basis and there was no willingness to engage 
constructively. 

I am of the view that this was due to the structural 
and legislative imbalances which affects the smaller 
competitors in the open schemes market from being 
competitive in any form. 

Medscheme was acquired in 2006 because we identified 
certain structural inefficiencies, and it was anticipated 
that this will level out in a competitive environment.

The real value of the Medscheme business will come 
from consolidation in the market. We believe we have 
to drive actions on an ongoing basis in order to create 
a competitive environment because it might be too 
late once the current investigation into the healthcare 
industry, which is anticipated to be lengthy and well 
contested, is eventually concluded. If the current and 
historic trends are forecasted, indications are that the 
open scheme market shrinkage will accelerate.

Jasco

We have been observing the restructuring of Jasco and 
have been anticipating a favourable outcome of the 
three-year management restructuring programme which 
is now finalised.

We will be monitoring the Jasco progress very carefully 
this year to confirm whether it is to be classified as a 
long-term investment or an investment for sale.

Conclusion

We have delivered consistent growth and we will continue 
to do so. No matter what environment we're in – today, a 
year from now, or a few years from now – we are driven to 
win. We have momentum in our business that's producing 
top line and bottom line results.

Even in tough and unpredictable economic conditions, 
there is strength in our businesses. We are making 
substantial progress in areas that form the foundation for 
long-term growth and shareholder returns.

We have a business that delivers value for our customers, 
associates, clients, suppliers, shareholders and 
communities. That is why anticipated and newly reported 
transactions will result in a much stronger balance sheet 
and, more importantly, an increased and better executive 
management team with sound experience and track 
record as business developers and entrepreneurs. At 
Board strategic level, there will be a synergy of greater 
industry, commercial and business leadership minds. 

AfroCentric Health’s efforts are possible only because of 
dedicated, knowledgeable, and insightful partners and 
clients that eagerly share their time and expertise. Our 
partners and clients are the source of AfroCentric Health’s 
strength.

The core competencies, skills and experience of executive 
directors centered around the healthcare environment 
and there is still huge potential value to unlock. 
AfroCentric Health Limited will be focusing on both capital 
and human resources for the foreseeable future.

AfroCentric Health will work continuously, determining the 
path to success and identifying the best course through the 
labyrinth of industry challenges. 

In every way, AfroCentric Health is leading the way.

Dewald Dempers
Group CEO
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in claims paid out annually
R11.4 million

BEE Contributor
Level 2

Headline earnings have 
increased in  
excess of 40%

349 combined 
years of experience and skill 
within claims and hospital 
assessing department 

@

Medscheme, the largest subsidiary 
in the Group, is well positioned to 
capitalise on the market consolidation 
that is taking place by being one 
of the three largest healthcare 
administrators in South Africa

2009 2010 2011 2012 2013 2014

33.5  
million

77.3 
million

Winner of 2014 
Starfield Award 
awarded by John 
Hopkins University 
in the USA
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126.9 
million

148.7 
million

129.6 
million

183.9 
million
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claim lines processed annually

direct 
employees3 500

84 million
A final dividend of 
18 cents per share 
has been declared 
representing an 
increase of  

20%

medical aid 
schemes 
administered17
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Reaching members 
beyond traditional 
channels

Instant messenger/web chat

Member event driven SMS

Mobi statements

Web services and adaptive websites
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KEY FEATURES     

                
year ended 

                
year ended 

  
year ended  % change 

2014/2013 
 % change 
2013/2012  30 June 2014  30 June 2013  30 June 2012 

     

Revenue (R millions) 1 958 260 1 770 330 1 448 261 10.6% 22.2%

Operating profit (R millions) 356 357  333 657 259 301 6.8% 28.7%

Headline earnings (R millions) 183 945 129 637 148 793 41.9% (12.9%)

Cash generated from operations (R millions) 321 044 340 413 255 152 (5.7%) 33.4%

Normalised headline earnings per share (cents)
 - Attributable to ordinary shares (cents) 50.63 62.95 51.69 (2.8%) 21.8%

 - Diluted earnings per share (cents) 50.63 37.42 30.63 63.5% 22.2%

Statutory earnings per share (cents)
Basic 40.00       60.75             61.55 (34.2%) (1.3%)

Diluted        40.00       36.11      52.31 10.8% (31.0%)

Statutory headline earnings per share (cents)
Basic 47.83   48.15  55.67 3.1% (13.5%)

Diluted 47.83  28.62  47.58 73.5% (39.8%)

Dividends paid per ordinary share (cents)    18.00          15.00 10.50

Share price as at 30 June (Rand) 4.45 3.90 3.05

Group membership
1 417 970 1 405 233 1 360 796 

Open schemes 368 411 368 832 348 517 

Closed schemes 112 990 119 854   118 246 

GEMS 683 712 673 966 640 807 

SADEC and other 252 857 242 581 253 226 

* Normalised headline earnings per share                                   
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FINANCIAL RESULTS AT A GLANCE

HEADLINE EARNINGS PER SHARE (COMPOUNDED 5 YEARS)

2009 2010 2011 2012 2013 2014

18

30

48
52*

63*

51*
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THREE-YEAR CONSOLIDATED PROFIT STATEMENT  

 

 % change 
2014/2013 

 
   year ended 
 30 June 2014 

 year ended 
 30 June 2013 

    year ended 
 30 June 2012  % change 

2013/2012 

 

  R’000  R’000 R’000

Revenue 1 958 260 1 770 330 1 448 261 10.6% 22.2%

Operating costs (1 601 903) (1 436 673)   (1 188 960)

Operating profit 356 357 333 657 259 301 6.8% 28.7%

Other income 2 2 307 14 894 

Net finance income 17 699 8 168 3 371 

Foreign exchange benefit        83 1 900   -   

Share of associate (losses)/profits - Jasco 2 805 (30 030)  5 988 

Share of associate profits - Healthcare 1 536   8 553     8 854 

Profit before impairment and amortisation 378 483 324 555 292 408 16.6% 11.0%

Reversal of impairment 3 720 7 253 13 162 

Fair value gain of investment - 5 252    1 175 

Impairment of intangible asset (40 620) -            -   

Share-based payment expense (10 765) (39 868) (9 357)

Profit on sale of investment -   51 014             -   

Depreciation (40 475) (37 251) (38 128)

Amortisation of intangible assets (43 907) (40 098) (36 356)

Profit before income tax 246 436 270 857 222 904 (9.0%) 21.5%

 

NORMALISED INCOME STATEMENT

year ended 
 30 June 2014 

 year ended 
 30 June 2013 

  year ended 
 30 June 2012  % change 

2014/2013 
 % change 
2013/2012 R’000  R’000 R’000

   

Profit before impairment and amortisation 378 483 324 555 292 408 16.6% 11.0%

Impairment of intangible asset (Note 1) 40 620 -   -   

Share of associate losses - Jasco (Note 2) -   30 030 -   

Cash profits from core operations      419 103 354 585 292 408 

Depreciation (40 475) (37 251) (38 128)

Amortisation of intangible assets (43 907) (40 098) (36 356)

Share-based payment expense (10 765) (39 868) (9 357)

Net profit before tax from core operations 323 955 237 368 208 567 36.5% 13.8%

Normalised effective tax charge @28% 90 707  66 463    58 399 

Net profit after tax from core operations 233 248   170 905 150 168 

Note 1: The impairment of intangible asset for the 2014 year represents a once-off impairment which is not in  
the normal course of business.

Note 2: The significant losses from Jasco for the 2013 year represents a once-off investment impairment which  
is not in the normal course of business.

Note: The summarised report on pages 26 to 29 is extracted from audited information but is not itself audited. The annual financial 
statements were audited by PricewaterhouseCoopers Inc. and SizweNtsalubaGobodo Inc. who expressed an unmodified opinion thereon. 
The audited annual financial statements and the auditors report thereon are available for inspection on pages 110 to 188  of the integrated 
annual report. The Directors take full responsibility for the preparation of the summarised report and that the financial information has 
been correctly extracted from the underlying annual financial statements.
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FINANCIAL RESULTS AT A GLANCE
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CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS 

 
 year ended 

 30 June 2014 
    year ended 
 30 June 2013 

   year ended 
 30 June 2012  % change 

2014/2013 
 % change 
2013/2012 

 

   R’000  R’000  R’000 

Cash generated from operations        321 044 340 413 255 152 

Net finance income       17 699 8 168 3 371 

Distribution to shareholders (70 178) (33 196) (28 268)

Tax and other payments (112 301) (88 305) (114 050) 

Net cash inflow from operating activities 156 264 227 080 116 205 

Net cash outflow from investing activities (62 940) (114 459) (55 321)

Net cash inflow from financing activities (64 169) 3 780   8 315 

Effect of foreign exchange benefit 83 1 900        -   

Net increase in cash and cash equivalents 29 238 118 301 69 199 

Cash and cash equivalents at beginning of the 
period 360 211 241 910 172 711 

Cash and cash equivalents at end of the period 389 449 360 211 241 910 8.1% 48.9%

As capital expenditure is fairly low in this industry  a high value is attached the cash generating abilities 
of the Group which is clearly above market averages compared to other industries.

EARNINGS ATTRIBUTABLE TO EQUITY HOLDERS

    
year ended

30 June 2014
  year ended 

 30 June 2013 
    year ended 
 30 June 2012  % change 

2014/2013 
 % change 
2013/2012 

 

  R’000  R’000 R’000

Number of ordinary shares in issue 467 855 101 270 010 639 268 231 817 

Number of preference shares in issue     -   16 638 000 16 638 000 

Weighted average number of ordinary shares 384 574 258 269 256 170 267 276 657 

Weighted average number of shares for diluted 
EPS which include shares on conversion of 
preference shares share-based awards and  
second tranche shares issued 384 574 258 452 953 162 332 384 302 

Basic earnings 153 823 163 570 164 506 

Adjusted by: 30 122 (33 933) (15 713)

- Impairment of intangible asset 40 620 -            -   

- Adjustment of impairments recognised by 
associate - 30 030 -   

- Fair value gain on investment - (5 252) (1 175)

- Reversal of impairment (3 720) (7 253) (13 162)

- Loss/(profit) on disposal of assets 235 (440) (566)

- Loss/(profit) on disposal of assets - (51 014)            -   

- Fair value adjustments (other) - (4) (810)

Total tax effects of adjustments (4 906) -  -

Total NCI effects of adjustments (2 107) -  -

Headline earnings     183 945 129 637 148 793 41.9% (12.9%)

Earnings per share (cents)    

 - Attributable to ordinary shares (cents) 40.00 60.75 61.55 (34.2%) (1.3%)

 - Diluted earnings per share (cents) 40.00 36.11 52.31 10.8% (31.0%)

Headline earnings per share (cents)    

 - Attributable to ordinary shares (cents) 47.83 48.15 55.67 3.1% (13.5%)

 - Diluted earnings per share (cents) 47.83 28.62 47.58 73.5% (39.8%)

Cash earnings per share     

 - Attributable to ordinary shares (cents) 83.48 126.43 95.48 (34.0%) 32.4%

 - Diluted earnings per share (cents) 83.48 75.15 76.77 11.1% (2.1%)
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DETERMINATION OF NORMALISED EARNINGS PER SHARE

2014 2013 2012

Growth in 
shares from 

2013-2014

Basic earnings          153 823  163 570 164 506

Share-based payment expense 10 765    39 868 9 357

Normalised tax adjustment in 2012 (at 28%) -                 - (20 000)

Normalised basic earnings 164 588 203 438 153 863 

Adjusted by:

 - Impairment of intangible assets 40 620 - - 

 - Adjustment of impairments recognised by 
associate - 30 030 - 

 - Fair value gain on investment - (5 252) (1 175)

 - Reversal of impairment (3 720) (7 253) (13 162)

 - Loss/(profit) on disposal of assets 235 (440) (566)

 - Loss/(profit) on disposal of assets - (51 014) -

 - Fair value adjustments (other) - (4) (810)

 - Total tax effects of adjustments (4 906) - - 

 - Total NCI effects of adjustments (2 107) - - 

Normalised headline earnings 194 710 169 505 138 150 

Growth per annum 15% 23%

Weighted average number of ordinary shares 384 574 258 269 256 170 267 276 657 43%

Weighted average number of shares for diluted 
EPS which include shares on conversion of prefer-
ence shares  share-based awards and second 
tranche shares to be issued 384 574 258 452 953 162 450 978 885 (15%)

NORMALISED HEADLINE EARNINGS PER SHARE (CENTS)

2014 2013 2012

Attributable to ordinary shares (cents) 72.31 62.95 51.69

- Actual 50.63

- 43% dilutionary effect of additional shares 21.68                 

Growth per annum 15% 22%

Diluted earnings per share (cents) 42.99 37.42 30.63 

- Actual 50.63  

- 15% dilutionary effect of shares due to weighted 
periods used (7.64) 

Growth per annum 15% 22%
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CHIEF FINANCIAL 
OFFICER’S REPORT 

Financial position

Total assets of the AfroCentric Group are R1.5 billion at  
30 June 2014. Of significance is the Group's comfortable 
current ratio of 2.6 on 30 June 2014. 

Ordinary shareholder's funds are approximately R1.1 billion, of 
which distributable reserves amount to R518 million. 

Non-current borrowings of R113 million is the remaining 
amount owing on the original debt of R300 million raised on 
the acquisition of AHL. 

Dividends 

The Board of Directors has announced that a dividend of  
18 cents per ordinary share (gross) has been declared for the 
year ended 30 June 2014 (2013: 15 cents). 

Conclusion

Now that the acquisition of AHL has been successfully 
concluded, it is pleasing to reflect on the progress of AHL, 
having evolved over the past five years into a significant 
player in the private healthcare industry, with an experienced 
and talented management team and operating under a level 
2 BBBEE rating.

The Group’s investment in Jasco has been somewhat 
disappointing, but after its recent restructuring and 
recapitalisation, hopefully the business will start to generate 
improved profits in the years ahead.

The Group’s balance sheet is largely ungeared, its cash 
flows have been consistantly strong and the Board remains 
confident in the Group’s positive direction for 2015.

Financial results

Revenue increased by 11% to R1.9 billion.

Operating profit of R356.4 million reflected an increase 
of 7% compared to the prior year, resulting in a slight 
margin decline, due substantially to costs incurred for the 
anticipated need for further clinical and IT capacity. 

The Group incurred an IFRS 2 compliance charge of  
R10.7 million relating to extended Executive Share Awards 
granted in 2008 on the original acquisition of AfroCentric 
Health Limited (formerly Lethimvula Investments Limited).

During the period under review, the Group fully impaired  
a stand-alone, non-performing investment totalling  
R40 million.

Headline earnings

Headline earnings of R184 million reflect a satisfactory  
increase of 42%. Diluted headline earnings per share 
increased to 47.83 cents per share (2013: 28.62 cents per 
share). These statistics should be considered by further 
reference to the comments in this Integrated Annual Report 
on the nature and extent of the further shares issued during 
the 2014 financial year.

Cash flow

The Group generated cash from operations of R321 million 
again reflecting the very strong cash generating nature of 
the Group’s primary activities.  

After tax and dividend payments, cash from operating 
activities totalled R142 million. Net cash outflow from 
investing activities totalled R63 million.

Cash and cash equivalents at June 2014 are R389 million 
compared to R360 million at June 2013. 

Mr Wallace Holmes
Group CFO
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This report is intended to provide a high level overview of the financial 
performance of the AfroCentric Group for the year ended 30 June 2014. 
It should be read in conjunction with the consolidated annual financial 
statements and the notes detailed on pages 110 to 188.
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THE EXECUTIVE COMMITTEE

Group CEO

Medscheme Holdings CEO

Bonitas Marketing - CEO

Group CFO

Medscheme Holdings - Human Capital 

Medscheme Holdings - Executive Director: Group Branding, Marketing and Corporate Affairs
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The AfroCentric Health Executive Committee provides the operational 
leadership and structure for our Group and consists of the following 
recognised individuals:

Medscheme Holdings - MD International Operations

Medscheme Holdings – Legal, Governance, Risk and compliance (“LGRC”)

Helios IT Solutions - MD

Medscheme Holdings – Business Development

Medscheme Holdings - MD Africa Operations
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OUR BUSINESS STRATEGY

Our business strategy is aimed at redefining the management of healthcare 

risks and the delivery of service as marketable client offerings through the 

application of innovation and expertise whilst diversifying our revenue sources.

Our key objectives and  
strategic outputs measured

Evolving managed care strategy 

Medscheme aims to continuously decrease the medical 
inflation rate for its clients, while improving the quality 
of healthcare. This is achieved through a balanced 
mix of focused rules-based programmes, disease and 
wellness management, as well as provider networking and 
contracting initiatives.

Medscheme offers an integrated and proactive approach 
to managing the cost and quality of healthcare through 
the optimisation of coordination of medical care in order 
to improve health outcomes and reduce excessive or 
unnecessary utilisation of healthcare services through an 
integrated population health risk management strategy.

Lowering the cost of healthcare delivery remains 
the cornerstone of achieving our vision of creating 
a world of sustainable healthcare. The Group 
employs a combination of innovative healthcare 
risk management techniques, to lower the cost of 
healthcare delivery. 

Lowering the cost of 
healthcare delivery1

The Group’s business strategy is defined at an AfroCentric 
Health ("AHL") level. The strategy provides the outputs to be 
delivered upon and AHL measures these outputs through 
various mechanisms. Key objectives have been determined 
for a three-year period.

Some of the key areas of the managed care strategy are 
described below:

Population health risk management

Over the past year, Medscheme has expanded the 
sophisticated predictive  tools used to identify high-risk 
members. In an industry first, Medscheme is able to identify 
with a high degree of accuracy, members who are relatively 
healthy but will shortly incur significantly greater healthcare 
costs. Interventions are then implemented for this specific 
population to address and mitigate the risks identified.

Identified members are proactively contacted and educated 
on how to improve their health. Health coaching is supported 
with educational material that is sent to the members, 
coupled with a clinical treatment plan. The objective of the 
programme is to ensure that members improve their health, 
have a strong understanding of their condition and comply 
with their clinical treatment plan.

Medscheme’s analytical ability to accurately identify  
at-risk beneficiaries enables us to target the managed care 
interventions appropriately, which greatly improves the 
efficiency of these initiatives.

Coordination of care

Coordination of care is a multi-dimensional concept 
and encompasses how information is shared between 
stakeholders in the healthcare value chain. The provision 
of healthcare services is distributed across a variety of 
distinct and often competing entities, often in the absence 
of a primary care practitioner ("PCP"). Poor coordination of 
care (fragmentation) not only makes care more expensive  
through ineffective, duplicative and unsafe practices, but 
results in poor outcomes and patient experiences.

A key area of the Medscheme managed care strategy 
has been to focus on interventions aimed at improving 
coordination of care, which in turn has demonstrated to 
reduce healthcare costs. 
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A number of opportunities to enhance care coordination 
have either been implemented or are currently being 
pursued including:

•	 the development of an information technology platform 
for sharing relevant healthcare information with 
healthcare professionals;

•	 a focus on discharge planning and follow-up 
consultations post-hospitalisation;

•	 alerting the family practitioner to changes in the patient’s 
health status and non-adherence to treatment plans;

•	 shaping scheme benefits to enhance coordination;

•	 expanding the collection of quality biometric and clinical 
information; and

•	 facilitating the patient’s role in navigating the healthcare 
system.
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Partnering with healthcare professionals

A key component of the managed care strategy is to 
develop strong relationships with healthcare professionals.

Various engagement forums have been set up with 
healthcare professionals including the Independent 
Practitioner Association ("IPA") forum for the family 
practitioner, the Medscheme Specialist forum, and forums 
to interact with pharmacies and other related healthcare 
professionals. In addition, there is ongoing interaction 
with the different hospital groups. All these forums offer 
the opportunity to share information for the purpose of 
improving quality in healthcare delivery, as well as allow for 
engagement on cost issues, including the development of 
alternative reimbursement models.

The objectives of developing strong relationships with 
healthcare professionals include:

•	 The contracting of healthcare professionals within 
funding models that incentivise cost containment, yet 
also incentivises the delivery of quality care.

•	 The contracting and negotiating of preferential rates with 
hospital groups and driving hospitals to account for poor 
levels of cost efficiency and quality of care. Medscheme 
conducted an extensive review of each hospital from a 
cost and quality efficiency perspective and combined 
with sophisticated profiling tools, engaged with each of 
the hospital groups on areas of cost inefficiency or poor 
quality in order to improve the overall cost containment 
and quality outcomes for our client medical schemes.

Health analytics

In addition to the identification of at-risk beneficiaries 
through predictive modelling, Medscheme’s health analytical 
strength has been effectively utilised over the past year in 
the following areas:

•	 Understanding the cost and quality efficiencies of the 
different hospital groups, as well as at individual hospital 
and procedural level. This provided the foundation for 
effective fee negotiations with the various hospital groups.

Member stratification by disease burden
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The key focus of our strategy is to diversify our revenue 
outside of our core business in South Africa and into new 
markets beyond the borders of South Africa. The South 
African private healthcare market continues to consolidate; 
with 144 medical schemes in 2000 having shrunk to 
less than 90 in 2013. The future scope for growth in the 
South African private healthcare market is limited and 
Medscheme’s focus is to utilise its core competencies as an 
administrator, health risk manager and supplier of health 
IT systems; to expand into services outside of its core 
services, within and beyond the borders of South Africa.

Diversifying our 
revenue sources2

Medscheme was awarded a tender by the Road Accident 
Fund ("RAF") during the year to assist in clearing a portion 
of the considerable backlog in personal  claims.  Medscheme 
not only leveraged existing claims paying capabilities, but 
developed new expertise, processes and systems to cater 
for the specific RAF personal claims requirements such 
as merit and quantum assessments.  As part of the RAF’s 
Project Siyenza, the Medscheme business unit had to be 
set up in an unusually short timeframe due to the client’s 
need to demonstrate early progress. Productive professional 
relationships have been fostered with RAF’s officials and 
regional offices which has allowed for significant refinement 
of processes. The initial contract is for a 12-month period, 
renewable annually.

This contract has been an important diversification 
opportunity for AHL with its value not only in the additional 
revenue, but the ability to establish a track record in 
administration outside of its traditional client base and 
industry.  Knowledge gained in the development of this 
business opportunity, whether implementation, processes 
or systems related can be applied in other new markets in 
future in both the public and private sector.

Medscheme believes that our client medical schemes should 
dare to imagine a different future. This future includes better 
processes, a richer member experience, higher standards, 
and faster turnarounds. It is important to consider how 
we challenge orthodoxies and mental models to allow for 
innovative thinking, and to ensure we are always moving 
forward.  ISO 2008:9001 certification is another major 
component of this strategy and our recertification for a 
further three years reflects our commitment to this objective.

Medscheme’s policy of continuous improvement 
is central to delivering value to our clients as well 
as our relentless drive for efficiency. A number of 
initiatives have been introduced during the year to 
support this key objective.

ISO 2008:9001 certification is another major 
component of this strategy and our recertification 
for a further three years reflects our commitment to 
this objective. 

Optimising the current 
value we add through 
continuous improvement 
in everything we do

3

Medscheme International has been very active in pursuing 
business opportunities in markets where Medscheme’s 
capabilities will add value, notably South East Asia and the 
United Kingdom where Medscheme’s expertise in managed 
care can be leveraged. 

Growth targets have been set for Medscheme International 
for the next three years with a clear mandate from the Board 
and Investment Committee to empower management to 
achieve the targets.

AfroCentric Health Solutions has been actively pursuing 
opportunities in the rest of Africa and is in the process of 
concluding a transaction with a significant insurance player 
in the East African market through its associate AfroCentric 
Health Solutions Kenya.

•	 Understanding holistically which diagnoses are driving 
healthcare costs within the scheme and then using this 
information to guide the managed care activities and 
case management interventions.

•	 Profiling of family practitioners on both cost and 
quality, which forms the basis of peer management (and 
enhanced reimbursement structures for schemes with 
family practitioner networks).

•	 The ability to report on quality measures for both the 
scheme as well as for hospitals and medical practitioners.
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Lean process management initiatives

Our focus is on processes (the sequences of steps that 
are carried out to create value for our customers) rather 
than system development. By maintaining the process flow 
and striving for perfection, we can deliver greater value 
to members. This is part of our commitment to not only 
understand how our business satisfies customers but to also 
improve the effectiveness of how we do so. 

Key deliverables of the lean process management project are: 

1. The improvement of end-to-end processes of hospital 
events that have amended authorisations. 

2. The reintroduction of set standard measures that 
will monitor the efficiency of the management of the 
cost centres within the business units. A baseline 
of performance will be set and each contact centre 
will be measured against these set standards on a 
monthly basis. 

3. Further improving the claims payment turnaround 
time within Medscheme, i.e. a focus on the time 
from receipt of claim until the claim is paid into the 
customer’s bank account. 

Fraud and wastage initiatives

The primary goal of fraud, waste and abuse initiatives within 
Medscheme is to reduce overall scheme costs in order to make 
the client schemes more sustainable and price competitive – 
and subsequently, more affordable.

Medscheme overall VOC score per quarter

1st Quarter 2nd Quarter 3rd Quarter 4th Quarter

2011 64.77% 66.63% 69.53% 72.86%

2012 71.67% 75.60% 79.19% 77.47%

2013 77.81% 78.35% 70.85% 83.21%

2014 85.46% 87.02% 88.31% *

90.00%

85.00%

80.00%

75.00%

70.00%

65.00%

60.00%

55.00%

50.00%

n 2011     n 2012     n 2013     n 2014
--   Linear (2011)    --   Linear (2012)  --   Linear (2013)    --   Linear (2014)

Strategic administration initiatives 

Adding value is a priority for us, and this can be seen in the 
strategic project streams that Medscheme has undertaken 
during the year in a quest for continuous improvement. 

Member-centricity initiatives

Our overall goal is to create and maintain member-centric 
interactions and communications. Mandated objectives at a 
high level include:

•	 simplifying and improving member interactions and 
promoting member-centricity for both administration and 
health risk management;

•	 creating a monitoring system to measure and report on 
member interaction satisfaction levels and effort scores on 
an ongoing basis and consists of four work streams.

Specific projects include: 

•	 New digital communication channels to engage members 
for an improved member experience. 

•	 An additional analysis tool to gauge customer free text 
comment trends.

•	 Intensified use of mobile member applications.

Our commitment to excellence is reflected in the marked 
improvement shown in the results of the ongoing Voice of 
the Customer ("VOC") surveys conducted by Medscheme’s 
Quality Assurance division. The improvement is clearly evident 
in the graph below, which compares the year-on-year results. 

* Not available at the time of publication of this report
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Medscheme has experienced positive growth in the 
number of lives under administration due to the rapid 
expansion of the Government Employees Medical Scheme 
("GEMS") as government employees migrate from private 
medical schemes to GEMS. This was given added impetus 
by the amalgamation of the Pro-Sano Medical Scheme with 
the Bonitas Medical Fund on 1 January 2013, which added 
23 000 new families to the Bonitas membership base.

Maximising growth 
opportunities in 
South Africa4

Medscheme continues to implement a range of 
initiatives to encourage employees to embrace a 
culture of performance, learning and innovation. The 
information regarding these initiatives can be found on 
page 81 of the Sustainability Report.

Transforming our culture 
to enhance and optimise 
performance, learning and 
innovation

5

Medscheme continuously drives business unit performance 
to exceed contracted service levels and continually 
promotes a combination of high productivity and high 
quality in administration.  Training is provided to ensure staff 
members perform business functions at their peak during 
enhancements of processes, systems and technology.

Our people management processes support the recruitment 
process, training and career management of employees. 
Clearly defining personal development plans and succession 
planning is crucial to empower the employee base. This 
people-centric approach will become more important as our 
companies move into a new strategic environment. 

Supporting NHI

AHL and the Group support the implementation of NHI 
and aim to seek solutions to aid the rollout of a sustainable 
healthcare system. We fully support the National Strategy 
of the Department of Health and will continue to align our 
internal and external activities to enable the achievement of 
these goals.

The period it will take Government to build up the 
infrastructure and resources required to restore faith in 
public healthcare and to effectively implement the NHI is 
likely to take many years. The impact on the business of 
AHL is therefore expected to be gradual and focused on low 
income earners. 

Aligning Corporate Social Investment ("CSI") 
with NHI

AfroCentric is fully committed to working with the 
Department of Health to create a sustainable healthcare 
system for South Africa and has committed resources for 
critical building blocks of an NHI system.

In November 2012, Medscheme became a signatory to 
the Social Compact Fund, which was initiated to provide 
momentum to key objectives of the National Department of 
Health’s 10 point plan. By doing so, Medscheme committed 
a significant portion of its Socio Economic Development 
budget to the Fund.

South Africa’s critical shortage of nursing staff is one of 
the most urgent components of building a meaningful NHI 
system to be addressed and Medscheme has focused its 
Enterprise Development in this area. Please refer to page 75 
of the Sustainability – Corporate Social Investment section 
for details on the initiatives.

The management of fraud, waste and abuse is highly 
dependent on changing behaviour in the market. This 
requires close cooperation from healthcare professionals 
and their representative groups and societies. Medscheme’s 
strong provider relationships are key to this initiative.

The consolidation taking place in the market through 
amalgamation presents an exciting opportunity for 
Medscheme and its South African clients to grow its market 
share, and we will continue to support our clients with the 
development and implementation of strategies that will 
position them to take advantage of this continuing trend. 

Diversification opportunities in the South African market 
are also being pursued. The successful award of the Road 
Accident Fund tender to Medscheme is evidence of this.

The successful execution of our strategy requires an 
innovative approach to healthcare risk management and 
the manner in which service is delivered to clients, brokers, 
healthcare providers and members. We maintain strong 
relationships with our clients and partner with them to 
develop and offer market-leading products and services to 
their customers to enhance competitive advantage.
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The Group has continued with its array of brands strategy characterised 

by a series of companies with their own brands operating under an 

umbrella brand, namely AHL.

Medscheme has provided administration and managed 
care services to our client medical schemes for over four 
decades with the ultimate objective of ensuring the provision 
of sustainable healthcare funding and quality healthcare 
outcomes for the three million lives under our care.

We believe that ‘sustainability’ is more than a buzzword 
or a vision statement that resides on our wall or corporate 
documents. It’s a reflection of our commitment to the 
scheme members and our client medical schemes that we 
already serve, as well as our commitment to continually 
improving our systems and processes in order to make 
healthcare delivery more accessible to all, in a manner that 
is financially responsible and cognisant of the needs of the 
communities we serve.

In giving life to this vision, the Company has become the 
largest health risk management service provider and third 
largest health administrator in South Africa.

The Group’s vision of “Creating a World of Sustainable 
Healthcare” is the core focus of each regional business unit 

by delivering sustainable healthcare solutions within their 
markets. Each of these units operate independently with its 
own MD responsible for the performance and operations of 
that business.

Continued growth within South Africa and further expansion 
into Africa and internationally is the core focus for AHL and 
its subsidiaries for the foreseeable future.

The business structure of AHL is available on page 8 of the 
Group profile section of this report.

AHL achieved an increase in revenue of 10% compared to the  
prior year with revenue for the year totalling R1.95 billion 
(2013: R1.77 billion).

The segmental information is available on page 154 of the 
Annual Financial Statements.
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FUTURE GROWTH, 
STRENGTHS, 
OPPORTUNITIES 
AND THREATS 
FACING THE 
BUSINESS

Strengths

Medscheme offers many advantages to its clients:

•	 Medscheme fosters a culture that continually innovates in 
the pursuit of better customer experiences. 

•	 Thought leadership in the design and management of 
sustainable healthcare systems, enabled through superior 
clinical and actuarial skills. 

•	 A client-centered administration and managed care 
business model that adapts to support each scheme’s 
unique culture and strategy. 

•	 The only black-owned large medical scheme administrator 
(Level 2). 

•	 The scale of being one of the largest health administration 
and managed healthcare providers in South Africa, with 
more than 3 000 000 lives entrusted to our care. 

•	 A market leader in disease and high-risk beneficiary 
management with programmes that not only demonstrate 
proven cost savings, but are equally focused on ensuring 
best care coordination to the patient. 

•	 Progressive health risk management through a contracted 
national network of healthcare providers who are 
remunerated based on outcomes and quality. 

•	 A proud 42-year heritage made possible through continual 
innovation and the ability to adapt to a rapidly changing 
healthcare landscape. 

•	 A depth of institutional knowledge which enables us to 
continually enhance our business processes. 

Future growth

AHL has built a formidable group of health administration, 
health risk management and technology businesses.  
Leveraging this base to expand into new markets with 
existing and new capabilities presents a most exciting 
opportunity for AHL’s growth.  

Securing a contract with the Road Accident Fund through 
a rigorous tender process has been a breakthrough 
achievement for the group.  Assisting the Fund with a 
portion of its claims backlog has been a tremendously 
positive learning experience and has again proven 
Medscheme’s tremendous resilience in adapting to new client 
requirements.  

The same resilience was evident in the setting up and 
development of a correspondence management solution 
for GEMS.  We have over the past two years identified and 
integrated suitable technology infrastructure to workflow, 
quantify and track correspondence.  This solution offers 
cost reduction through specialist designed efficiencies 
in workflows as well as offering reduced investment in 
technology and floor space.

The drive to develop new opportunities in new markets has 
already resulted in a number of international deals now on 
the table.  As we progress, we are learning and refining our 
opportunity development capabilities. 

The consolidation in the South African market in itself also 
represents an opportunity for Medscheme.  As smaller 
administrators feel the pressure, there will be an increased 
flight to the big three.  In this market, Medscheme offers 
extensive low-cost option and high-risk beneficiary 
management capability which are key for medical  
scheme sustainability.
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•	 A sophisticated, powerful IT infrastructure that seamlessly 
processes massive transaction volumes and makes use of 
innovative technology to enhance the customer experience. 

•	 Integrated administration and managed care functionalities 
that support a seamless member experience. 

•	 A market leader in terms of high service ratings from 
members of contracted schemes, healthcare provider 
profiling, peer review and price negotiations.

•	 Financial excellence in scheme reporting with good working 
relationships with all three of the major audit firms. 

•	 A culture of strong internal controls audited annually by our 
internal audit department to ensure adherence to policy  
and procedures. 

•	 The annual independent ISAE 3402 review of all system 
controls within the Medscheme IT environment with the 
results transparently communicated to schemes. 

•	 Innovative member communication solutions. 

•	 A countrywide Client Liaison Officer structure with the 
ability to service all major coastal areas at the employer 
group offices. 

In addition, the organisation benefits from the following 
strengths:

•	 Expertly skilled staff with a low level of staff turnover.

•	 A high degree of process automation which results in a high 
level of efficiencies achieved, most pronounced in the health 
administration business.

•	 Stable and growing client base.

•	 Our reliability.

•	 Financially sound business model that benefits from strong 
annuity income.

•	 High level of client scheme satisfaction with our service 
delivery.

•	 Strong local presence and the second largest administrator 
by market capitalisation.

Opportunities

Runaway healthcare cost increases is a global phenomenon.  
The need for cost containment initiatives, especially those 
that also ensure quality healthcare outcomes is universal as 
a result.  The range of sophisticated health risk management 
initiatives developed by Medscheme offers a variety of 
solutions to this complex, multi-disciplinary problem.

The powerful Medscheme administration capability places 
the Group in a strong position to develop meaningful 
partnerships with international third party administrators, not 
only in the field of health insurance, but also in areas known 
for its administrative intensity.

There is scope for unlocking greater intergroup collaboration 
in terms of innovative product development and this is  
being explored.

Medscheme’s approach to the health and wellness 
continuum is from a foundation that already achieves 

tangible returns on investment whereas many of the players 
in this space started out with a focus on wellness promotion 
which has battled to do the same.

There is scope for further product development in the local 
market to increase market share and client retention as well 
as for additional cross-selling of products.

Threats and mitigation 

Medscheme’s solid and reliable nature has not always 
allowed it to present itself and its product offerings with 
ostentatious marketing flair.  As a result competitors 
offering highly marketed wellness products that primarily 
serve as marketing vehicles have been able to attract the 
attention of some clients.  In addition, market consolidation 
has increased the level of competition for new business.  
Medscheme’s reliance on fostering good relationships with 
clients and providing high levels of service delivery will soon 
be augmented with additional offerings that will counter this.  
Funding has also been released to improve the quality of 
marketing collateral. 

Technology and systems have been identified as a focus 
area to ensure stability over the long term in a high-volume 
transaction environment and vastly expanded flexibility 
in the use of technology to cater for future product 
enhancement and development.

There has been increased pressure on administration and 
managed care fees charged to client schemes and initiatives 
have been launched to positively impact costing through 
greater automation and increased focus on higher cost 
healthcare events.

Competitors’ strong distribution channels have proven 
effective in their growth of market share.  Closer relationships 
with key brokers are being developed to mitigate this 
phenomenon to some degree. 

Medical inflation above CPI remains a threat to the industry 
as a whole.  Medscheme continues to develop innovative 
managed care solutions to assist client schemes in containing 
costs, but increased utilisation of clinically appropriate new 
technologies and medication is likely to keep up the pressure.

The generally weak global economic recovery is likely to 
not only impact the South African economy and AHL’s 
local businesses, but could inhibit AHL’s diversification 
and growth initiatives.  The specialised nature of the AHL 
business not only insulates it to an extent, but the offering of 
much needed cost containment solutions only increases its 
attractiveness during a period of economic constraint.

The rollout of NHI may impact the lower income members 
on medical schemes.  Building the public’s confidence 
in public healthcare facilities is, however, likely to be an 
extended process.
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Medscheme  
South Africa

AfroCentric 
Health Solutions

Medscheme  
International

Medscheme Holdings

Health 
Administration

Health Risk 
Management

AFA 
Botswana

Medscheme 
Namibia

Medscheme 
Swaziland

Medscheme 
Zimbabwe

AfroCentric 
Health Solutions 

Kenya

The business operates within three regionally focused units:

Kevin Aron 
Medscheme - CEO 

Medscheme was founded in March 1971 as an 

innovative specialist medical scheme administrator 

focusing on the corporate medical scheme market. 

This was an industry first for South Africa. Over the 

ensuing 42 years, the Company has become the 

largest health risk management and third largest 

health administration provider in South Africa. 

MEDSCHEME

Medcheme 
Mauritius

Medscheme 
International
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Well positioned for growth

 + Our client medical schemes continue to 
achieve strong solvency ratios, well in excess 
of the stipulated minimum levels set by the 
Council for Medical Schemes, positioning 
them well for growth and sustainability.

 + International recognition of our health 
informatics capabilities: In 2014, Johns Hopkins 
University in the United States conferred a 
prestigious award to Medscheme for work 
conducted on understanding the health needs 
of our scheme populations, using Adjusted 
Clinical Groupers (“ACG”).

 + Medscheme South Africa has invested 
significantly in an infrastructure of 
knowledge, building up the capability of 
the Health Actuarial, Health Intelligence and 
Health Policy Units, and strengthening the 
newly formed Clinical Fund Management 
and Provider Management areas. Collectively 
this investment in skilled people has enabled 
us to provide the appropriate guidance and 
solutions to our client schemes so that  
they are able to continue to meet their 
strategic objectives.

MEDSCHEME SOUTH AFRICA
Operational review

Kevin Aron 
Medscheme - CEO 
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 + Medscheme is the leading provider of 
managed care services to low-contribution 
scheme options. In 2013, Medscheme took 
over the managed care services for Boncap, 
Bonitas Medical Fund’s low-contribution 
option, and in 2014 Medscheme was 
awarded the contract to provide health risk 
management services to Medshield Medical 
Scheme’s newly launched low-contribution 
option MediPhila.

 + The implementation of new reimbursement 
payment models which have enabled 
Medscheme to significantly reduce the 
costs associated with certain healthcare 
procedures and associated healthcare 
services.
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2 500

2 000

1 500

1 000
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0
2013 2013 2014 2014

Principal members Beneficiaries Principal members Beneficiaries

Membership growth – Received and distributed

 Corporate restricted schemes    Government restricted scheme     Open schemes
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Overview of the business

Medscheme is committed to delivering on the Group’s Vision 
which is to create a world of sustainable healthcare. Across 
all our products and services, we focus on securing the 
well-being of members under our administration. Whether 
we accomplish this through a direct relationship or in 
conjunction with corporate policies, we are committed to 
providing innovative solutions and delivering and servicing 
them with respect and fairness.

Our vision has been to create a range of services that: 

•	 allows client schemes to engage with their members in new 
ways in order to better impact the health and well-being 
of the client schemes and, as a result, the employees of the 
corporations they serve 

•	 measures results by using client feedback, expectations, 
outcomes and benchmarks 

•	 uses new analytical models to identify scheme members 
who are most vulnerable and likely to have the greatest 
financial impact on the client scheme, and then to use this 
information to focus the benefits of the scheme and the 
activities within Medscheme on meaningful interventions 

•	 actively drives change and improvement across the board 

•	 is delivered with integrity and is always transparent, 
collaborative, and innovative

Health administration

Medscheme’s Health Administration division delivers 
comprehensive, integrated solutions, which recognise that 
flexibility and differentiation are crucial to remain competitive. 
The focus of the division is the customer. Customers are placed 
at centre stage within the business. Decisions are guided by what 
is best for the customer and whether a course of action is aligned 
to our objective of delivering the ultimate customer experience.

This is reflected in the structure of the business, which features 
client dedicated teams. Each team is managed by a General 
Manager, supported by a senior management structure, to 
promote ownership and understanding of each client. The 
objective in this  customer-centric model is to ultimately deliver 
service that consistently exceeds the service expectations of 
our clients. Operational effectiveness is complemented by a 
fully integrated operational structure where there is a focus on 
automation and a largely paperless operational environment 
where more than 95% of claims are received and processed 
electronically, without any human intervention.

In exceeding the needs of members, everything we do must 
be performed with accuracy and care. We constantly strive to 
improve so that we can pass the benefits of a more affordable 
and efficient model on to our members. This has led to a proven 
record of client-centricity and expertise, which is founded on 
excellence in corporate governance and world-class information 
technology – investing prudently in our infrastructure, 
innovation and research. First and foremost is our investment in 
our people. We recognise that our employees are our greatest 
assets and we do everything possible to provide them with the 
assistance they require to execute their duties according to the 
high standards of quality on which we pride ourselves. 

Excellence is achieved through our policy of continuous 
improvement. This approach involves constant monitoring 
of systems, processes, customer touch points, products and 
regulatory requirements through ongoing Voice of the Customer 
surveys, Voice of the Employee surveys and ISO 9001:2008 
certification.

Customer experience is a key differentiator 

At Medscheme, our focus on quality interactions begins 
and ends with the member. We ensure that we have a deep 
understanding of their experience and requirements so that 
we not only meet but exceed their expectations, as well as 
those of the client schemes. This is not achieved through an 
academic approach, but through quality interactions that 
start by understanding, first and foremost, the members’ 
experience and expectations, which then forms the 
benchmark for future engagement. 

Our service differentiators include: 

•	 the focus of delivery on quality service that is firmly 
entrenched in our culture 

•	 highly motivated staff, ensuring quality service 

•	 a performance culture that recognises top staff through our 
110% Achievers’ Awards 

•	 relevant and timely communications to all stakeholders 

•	 strong relationships with all service providers 

•	 strong employer group support 

•	 a fully integrated IT administration system 

•	 an industry-recognised Internal Audit function 

However, our overall service differentiator, when weighed up 
and considered, is the ability to consistently ensure that all 
the various elements that go into the efficient and effective 
administration of our client schemes are operationalised in 
a manner that provides the scheme and its members with 
confidence that the highest levels of service are rendered in 
a customer-centric manner, taking into account both quality, 
efficiency and governance.

Our Value proposition

Our people are our biggest value proposition, they are the 
custodians of our vision and values and pushing beyond 
boundaries to ultimately improve the lives of our members 
which creates value to our client schemes. 

We have strong partnerships with our clients to ensure that 
we have an understanding and deep insight in their strategic 
objectives, that enable us to deliver a unique service offering 
to meet those objectives. We strive to deliver service that 
consistently exceeds clients' expectations by:

•	 tracking customer satisfaction through ongoing surveys

•	 having superior processes and technology that allow us to 
deliver services efficiently and effectively

•	 having committed and passionate staff who are skilled and 
highly knowledgeable

•	 focusing on quality in all our business units
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Our services

We offer support to our client schemes by offering the following comprehensive range of services to ensure smooth running of the 
schemes and that schemes are competitive in the market.

Member and 
Provider Services

Scheme 
Finance

Secretarial 
Functions

BOT Support 
Service

Correspondence 
Management

Contribution 
and Debt 

Management
Services

All aspects of the administration system, e.g. member record 
management, contribution management, financial management, 
call centre and claims management, are fully integrated 
and consolidated onto one platform to provide a seamless 
environment for all administration functions from the scheme, 
pay-point and member point of view.  Full modular integration 
ensures that any changes processed on a membership number 
are made online in real time, ensuring accessibility to all relevant 
users of the system. 

Membership and contribution management 

Welcoming new members onto the scheme, their activation 
triggers the generation of a new membership card and an email 
or SMS to the member advising them of their membership 
number.

Accuracy in the capturing and maintaining of member records is 
essential to the effective administration of a medical scheme, so 
all the modules in our fully integrated system are driven by the 
membership number and the member record.

Contributions are raised in accordance with the relevant rules 
of the client scheme and interface files are submitted to the 
employer’s human resources or pension department for ease 
of reconciliation.

Credit control management services – Age analyses of all 
debtors and creditors in respect of claims and contributions are 
closely monitored and proactively addressed by the Scheme 
Finance department – All debt is strictly managed in terms of 
the client scheme’s credit control policy.

Claims management

Our system has the ability to handle large volumes of claims 
for a variety of options and schemes and currently houses 
membership data for over 3 million lives and processes, an 
average of over 6.5 million claim lines per month.

We currently receive just over 95% of its claims electronically, 
via EDI hubs and switches. The balance of the claims is 
received in paper format.
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Member and provider services

A range of communication vehicles are available to 
client schemes for the communication of more generic 
client scheme information. The messages in the various 
communication vehicles are tailored to specific, pre-
determined outcomes required from various audiences.

Generic written communication: Printed or email/web-
based, for example AGM communication, benefit review 
communication, quarterly newsletters and articles for 
in-house publications. An exciting new development is an 
electronic member guide optimised for smartphone reading, 
as well as a contribution calculator. This member guide 
format also allows us to structure different virtual member 
guides, specific to members’ needs. For example, one view 
of the member guide can cater for new members and the 
choices they need to make, while other views can offer 
members plan-specific views. 

Member-specific written communication: Mailed/emailed/
SMS messages that coincide with certain events, for 
example claim notifications, tax certificates and member 
statements. The system includes over 80 types of automated 
communication triggers, generating messages for members 
and healthcare providers, such as benefit limits reached, 
new and updates to chronic medicine authorisations, claim 
receipt acknowledgement, contact details updated, member 
statements, tax certificates, member’s portion/outstanding 
debt letters to members. 

Telephonic communication/contact centre: Client scheme 
specific contact centre agents handling queries from 
members or other audiences, with full access to history/
background information on the system to resolve queries. 

Self-service facilities: Medscheme’s website, with its 
capability for full administration of any member or 
beneficiary record, as well as the telephonic self-help facility 
enables members (and relevant other audiences) to access 
information and certain capabilities 24/7.  

Face-to-face communication: Personal and professional 
walk-in customer care centres – currently 11 branches, 
spanning all nine provinces.  

This extensive branch network, which is in every major 
metropolitan area in South Africa, ensures that client scheme 
members have a wide reaching service infrastructure for 
members to have face-to-face interaction with a consultant. 
These branches service all members belonging to schemes 
administered by Medscheme, thus the client scheme is 
welcome to display its branding at the various branches. 

With the services above, we are able to communicate 
with members/service providers promptly, as and when 
necessary, thus improving client loyalty and retention.

Various aspects are key to the success of this function: 

•	 The ability to incorporate the correct tariff codes: We 
incorporate all the latest tariff codes and diagnostic codes 
to ensure the accurate assessing and payment of claims for 
client schemes. 

•	 Payment records: Claims payment records are held on the 
system at claim line level. 

•	 Claims processing: Our system is written in true modular 
form, separating processing into logical units, all of which 
are fully integrated. 

•	 Claims collection: Our claims collection processes are 
capable of receiving, and responding to, claims in  
various formats. 

•	 Claims validation: Prior to any claim being assessed, 
processed and paid, the basic data on the claim is checked 
and validated for correctness. This process ensures that 
all data can be processed throughout the assessment and 
payment process. This level of verification is the first level of 
rejection for most claims. 

•	 Payment instruction: Once the claims validation is complete 
and the system has determined the amount payable for a 
specific claim line or claim, a payment instruction is created. 

•	 Claims history: The system holds comprehensive claims 
history records for each member. 

•	 Detailed and accurate claims statements: At the end 
of each month, members receive a simplified monthly 
consolidated claims statement. 

•	 Claims communication: The system has an advanced real-
time communication module for members who have access 
to email and/or cellphones. 

Through our claims management process, we have 
strengthened reserve levels of our client schemes and 
enhanced best practice actuarial approaches. 

The outcome of claims management to client schemes 
is improved positive customer experience, expense 
management and indemnity management that results in 
client retention and a positive bottom line.

Our scheme members

We are also committed to ensure that scheme members 
are referred to experts and are treated with compassion, 
understanding and professionalism. Members receive 
excellent service through the following various touch points:
•	 Scheme specific call centres
•	 SMS services
•	 Live chats
•	 IVR
•	 Interactive website
•	 Key accounts officers
•	 Nationwide branches
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Scheme support services

Fund Manager – The primary role of the Fund Manager is 
to ensure that all the requirements of the Board of Trustees 
and Principal Officer are addressed in respect of the range 
of services provided by Medscheme. This enables the Board 
of Trustees and Principal Officer to liaise with a dedicated 
person within Medscheme, therefore avoiding the hassle of 
interacting with numerous people in different service areas.

Scheme secretarial services – Scheme secretarial services 
typically include preparation of minutes of all operational 
meetings, safekeeping of official scheme documents that are 

not in the possession of the client scheme, coordination of 
meetings and assisting in scheme rule maintenance. 

Expert reporting – Extensive reporting is provided to the 
client scheme’s Board of Trustees and Principal Officer 
to assist them in executing their fiduciary responsibilities.  
Reports are customisable to the individual client’s 
requirements.

Below is an example of administration reporting for one of 
the closed schemes under our management:

Efficient client-centric administration

91%
calls answered in 
under 20 seconds

million claim lines processed

day turnaround time

5,9
3.5

24 290
emails received

96%

overall customer service quality

1 800
cases

24 hour turnaround time

R

399
medical 
advisory 

cases

288
ex-gratia cases

288
orthodontic cases

399
dental 

advisory 
cases

special cases

team achieved the

achievements

highest VOC
scores in the business

team achieved the

highest
quality scores 
in the business

4 240
paypoint visits by client 

liaison officer

R5,2m
650

forensics
recovered

investigated
providers for 
possible fraud

nationwide
branch network

86%
customers rated 
our services as 

excellent

queries resolved 
on first contact

90%
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Forensic services

The main objective is one of mitigating financial, reputational 
and operational risk to our contracted clients. AfroCentric 
Health Forensics has been mandated to provide a range of 
services to meet the ever-growing demand of effective fraud 
management services in the healthcare industry specifically 
relating to fraud, waste and abuse. 

Our forensic services have evolved their approach and direction 
to align with international trends and best practice in fraud 
management while moving away from the reactionary type of 
fraud detection currently exercised in the healthcare industry. 
This change in approach has proven to be very effective in the 
detection and containment of rapidly escalating events of fraud.

Key strategic focus areas for 2014/5

•	 Reducing non-healthcare costs. The containment of 
administration fee increases while reducing operating costs 
through further automation of administration processes 
as well as the refinement of processes to achieve further 
efficiencies will be key areas for attention.

•	 Diversifying revenue sources and maximising growth 
opportunities. Tenders and business opportunities where 
similar services are required than are currently provided 
to medical scheme clients will be pursued. Growth in 
schemes under administration will be encouraged through 
a number of avenues.  Partnerships with key brokers will 
be pursued, also providing them with more comprehensive 
administrative support. Close partnerships with Principal 
Officers will be fostered to support their growth initiatives 
and constant feedback to client schemes regarding new 
innovations and service delivery mechanisms rolled out.

•	 Going green and reducing the administrative burden on 
stakeholders. There will be a continuation of improvements 
in administration systems and processes to reduce the 
administrative burden on employees, members, brokers, 
employee benefits administrators or pay points, service 
providers and Boards of Trustees whilst simultaneously 
focusing on going green. These initiatives will include the 
creation of differentiated servicing channels to increase the 
ease of doing business with Medscheme as well as increasing 
the use of popular electronic communication media. 

•	 Employee engagement and culture enhancement.   
A continued drive to deliver service levels in excess of 
contracted levels and continued fostering of an environment 
of high productivity and high quality will be important areas 
of emphasis in the upcoming year.  The Medscheme training 
Academy will be optimised to ensure staff members perform 
business functions at their peak during the enhancement of 
processes, systems and technology.

Health risk management (known as  
managed care)

For over 20 years Medscheme has provided managed care 
services to our client medical schemes, with the ultimate 
objective to ensure the provision of sustainable healthcare 
funding whilst at the same time ensuring that the quality and 
outcome of care is not compromised for the more than three 
million lives that we serve. 

Medscheme offers an integrated, proactive approach to 
managing the health and wellness of scheme members – 
from collectively optimising the coordination of medical 
care, improving health outcomes and managing excessive or 
unnecessary utilisation of healthcare services to empowering 
members in maintaining their health.

Over the past year, Medscheme has expanded the sophisticated 
predictive tools used to identify high-risk members. In an 
industry first, Medscheme is able to identify with a high degree 
of accuracy, members who are relatively healthy but will shortly 
incur significantly greater healthcare costs. Interventions are 
then implemented for this specific population to address and 
mitigate the risks.

Our innovative health risk management approach ensured the 
following successes during the year under review: 

•	 Medscheme is the leading provider of managed care 
services to low-contribution scheme options. In 2013, 
Medscheme took over the managed care services for 
Boncap – Bonitas Medical Fund’s low-contribution option, 
and in 2014 Medscheme was awarded the contract to 
provide health risk management services to Medshield 
Medical Scheme’s newly launched low-contribution option, 
MediPhila.

•	 The implementation of new reimbursement payment 
models which have enabled Medscheme to significantly 
reduce the costs associated with certain healthcare 
procedures and associated healthcare services.

•	 The implementation of an enhanced medicine benefit 
management system which not only optimises process 
efficiencies but also provides a more seamless and member 
centric service.

•	 Ground-breaking work on the identification of emerging 
health risk. In an industry first, Medscheme is able to 
identify with a high degree of accuracy, members who are 
relatively healthy but will shortly incur significantly greater 
healthcare costs. Interventions are then implemented for 
this specific population to address and mitigate the risks.

Our people

Medscheme has invested in employing highly skilled 
resources in order to create the capacity to implement the 
strategies that drive affordable, quality healthcare.

Currently, the Medscheme managed care structure includes:

•	 dedicated managed care operational teams that focus on 
performing the actual managed care interventions, which 
are measured on activity, outcomes and client satisfaction 
for specific client schemes

•	 a dedicated team that focuses on enhancing the 
processes within managed care

•	 a dedicated team that focuses on healthcare provider 
relations and strategies to contract affordable, high-
quality services

•	 a dedicated team that focuses on sharing relevant 
information with the scheme and addressing client- 
specific issues
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•	 a dedicated health informatics team

•	 a dedicated health policy team that provides research and 
guidance on funding decisions, the appropriateness of 
new technologies and complex clinical matters

•	 a dedicated health actuarial team that focuses on benefit 
design as well as pricing and risk

Operational support structures to ensure a personalised 
and seamless health management process 

Together these teams integrate to provide 
Medscheme’s client medical schemes with a 
comprehensive health risk management support 
structure that cannot be easily replicated. 

Medscheme is implementing a health portal with interactive 
health tutorials to assist high-risk members. For other more 
general interactions, channels of communication are telephone, 
email, web and SMS. Medscheme is also in the process of rolling 
out interactive messaging as well as a mobi-site that will extend 
beyond the administration services into the managed care area.

Key strategic focus areas for 2015

•	 Implementing new interventions and initiatives that 
will result in a better coordination of care for high-risk 
beneficiaries enrolled on the beneficiary risk management 
programme. Care coordination is defined as “the deliberate 
organisation of patient care activities between two or 
more participants (including the patient) involved in a 
patient’s care, to facilitate the appropriate and cost-
effective delivery of healthcare services. Organised care 
involves the marshalling of personnel and other resources 
needed to carry out all required managed care activities 
and is often managed by the exchange of information 
among participants responsible for different aspects of 
care.” Enhancements to the programme include greater 
integration and sharing of information with the nominated 
family practitioners and extended mechanisms with which 
to engage with the high-risk beneficiaries themselves.

•	 Improving hospital and post discharge ambulatory care 
management. The strategic objective for this focus area 
is to refocus current case management processes in order 
to improve coordination of care. High priority admission 
categories (mental health, orthopaedic procedures, 
cardiovascular events, pneumonia and cataract procedures) 
have been prioritised for specific attention.

•	 Exception management. With a service business which 
is inherently operational in nature, there is an ongoing 
focus on operational improvement in order to reduce the 
costs associated with delivering the service and improving 
the member experience. Exception management is the 
focusing of resources on areas where interventions will 
have the highest impact while simultaneously creating 
operational efficiencies. Not only is this of value to the 
member who is struggling to navigate the healthcare 
system but reduces unnecessary administration so that 
the healthcare professional is able to spend more time 
treating their patients. In 2014, a significantly more efficient 
process of authorising medicine to pay from the chronic 
medicine benefit was introduced. In 2015, the exception 
management focus is on interrogation of the hospital 
benefit management processes.

•	 Wellness services. A range of services that enable 
schemes and employers to better impact the health 
and wellbeing of their constituents is in development. 
Crucial components of the service include the use of 
new analytical models to identify vulnerable or “at risk” 
beneficiaries and the provision of targeted personalised 
wellness interventions for these identified individuals.

In 2014, structural changes were made within the managed 
care areas to better support the client specific customer-
centric model: 

•	 the managed care operational teams were split into 
smaller distinct business units that serve a limited 
number of schemes, creating a more personalised and 
focused environment

•	 simultaneously, the hospital benefit management and 
medicine management teams were integrated in order to 
provide a more holistic end-to-end solution

•	 the philosophy, values and culture of each of the client 
medical schemes was entrenched in the managed 
care unit through training and interaction with scheme 
representatives

•	 Voice of the Customer surveys were introduced in order 
to drive continuous improvement through feedback from 
customers on their service experience

The change in structure has also facilitated greater integration 
between the administration and managed care areas. This 
has supported a seamless member experience, particularly 
through the implementation of initiatives such as the member 
call centre handling pre-authorisation requests. 

Member engagement

Medscheme believes that effective communication is crucial 
in the health risk management process. We believe that 
interactions should be personalised to the extent that this is 
possible, steering away from a generic, general approach. 
Targeted engagement takes place with individuals who fall into 
any of the following categories:

•	 high-risk members in the Beneficiary Risk Management 
("BRM") programme

•	 members who are hospitalised as part of comprehensive 
case management and discharge planning

•	 specific groups identified as being ‘at risk’, e.g. complicated 
maternity cases and those at risk for spinal surgery 
or members identified as high risk through wellness 
screenings 

Communication with these members is primarily telephonic, 
supported by email and SMS correspondence. In addition, 
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AFROCENTRIC 
HEALTH SOLUTIONS  

Tim Rametse 
AfroCentric Health Solutions - MD

Operational review

Well-positioned for growth

 + Pursuing equity in a key private healthcare player 
in Zimbabwe.

 + Advanced stages in contracting switching solutions 
in Zimbabwe.

 + Rolling-out Aid for Aids to corporates in Namibia.

 + Through AfroCentric Health Solutions Kenya, we 
recently partnered with AAR Holdings in Kenya, 
providing East Africa distribution networks.

 + Identified prospecting opportunities in Ghana.

 + Several prospects in Zimbabwe including the 
finalisation of an offer to acquire equity in a key 
healthcare player in Zimbabwe.

 + Healthcare claims switching solution prospects at 
an advanced stage.

 + Aid for Aids roll-out to employer groups (Namibia).

 + AfroCentric Health Solutions (“AHS”) Kenya 
concluding a transaction with a significant health 
insurance player in East Africa.

 + Advanced discussions with a health insurer in 
Central Africa.
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Medscheme Africa shareholdingMedscheme Africa clients

Medscheme Africa performance highlights

Revenue 

2012
Actual

18%

2013
Actual

 17%

2014
Forecast

  15%

2015
Budget

79 325 000 93 786 000 110 105 000 126 342 000

Earnings 

2012
Actual

21%

2013
Actual

 25%

2014
Forecast

 12%

2015
Budget

22 670 000 27 528 000 35 106 000 39 185 000

Our highlights

•	 Namibia Health Plan (“NHP”) was awarded the PMR Diamond 
Arrow award for the best medical aid fund in Namibia for 
three successive years.

•	 NPPF survey results – NHP was ranked the best in claims 
administration, turnaround times and services rendered.

•	 Introduction of Bidco call centre system in Swaziland 
enabling improved CRM.

•	 Through AHS Kenya, taking over Sanlam's health insurance 
business in Uganda, Tanzania and Zambia.

Operational projects under way

•	 ISO implementation throughout the division.

•	 Standardisation of quality assurance.

•	 Introduction of Voice of the  
Customer  surveys.

•	 Introduction of dashboard reporting systems.

•	 Introduction of Voice of the Employer surveys.

Medscheme Swaziland 100%

Medscheme Namibia 74%

Medscheme Zimbabwe 51%

AFA Botswana 25%

AHS Kenya 26%

Key strategic objectives

•	 Diversify revenue in current countries of operation through mergers/acquisitions.

•	 Diversify revenue through new clients/acquisitions in new territories.

•	 Develop capacity for growth through management development.
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MEDSCHEME INTERNATIONAL 
Operational review

Well-positioned for growth

 + We are at an advanced stage with negotiations 
to acquire a stake in a business in South East 
Asia to enable our entry into that market.

 + The United Kingdom, although highly 
developed, has potential for Medscheme to 
implement our managed care services. We 
are in discussions to acquire a business in 
that market through which we can offer these 
services to insurers.

 + Despite being a highly competitive 
environment, the growth in membership  
in the Mauritian operations has exceeded  
our expectations.

 + Revenue diversification and growth outside 
the borders of South Africa is the strategic 
objective of the Group that Medscheme 
International aims to fulfil.

 + Growth targets for the next three years have 
been set with a clear mandate from the Board 
and Investment Committee to empower 
management to achieve the targets.

Anthony Pedersen 
Medscheme International – MD
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Overview of the business

Medscheme continued to provide services to several large 
European and UK-based health insurance companies during 
the year, from our international business process outsource 
(“BPO”) centre in Mauritius. These services include:

•	 Medical coding of claims

•	 Data transcription services

•	 Claim adjudication

•	 Call centre services

•	 Provider network management

•	 Pre-authorisation and guarantee of payment for in-
patient claims

•	 Software development and support

Medscheme continued to grow market share in the Mauritian 
market, with a client base encompassing both open and 
closed schemes, as well as health insurance products. 
Notwithstanding the above progress, the global financial 
crisis in Europe resulted in companies reconsidering their 
outsource arrangements, rather choosing to in-source 
processes to counter unemployment pressures. This has 
limited growth in our BPO operations. We have therefore 
focused on acquisition opportunities in identified preferred 
markets during the year.

Group structure

Medscheme’s international business unit is situated in 
Mauritius. The business unit comprises Medscheme (Mtius) 
Ltd and Medscheme International Ltd, both 100% subsidiaries 
of Medscheme Holdings Ltd.

•	 Medscheme International Ltd holds a global business 
licence with the Mauritian Financial Services Commission.

•	 Medsquared Ltd has been established as the marketing 
and distribution company of Medscheme in the Mauritian 
market. The company has secured licences from the 
Mauritian Financial Services Commission as an agency 
for Swan Insurance, Jubilee Insurance and Island  
Life Insurance.

•	 Medscheme Ireland Ltd was established as a joint venture 
in Ireland to pursue prospective business with the Irish 
Government. As this project has not progressed, this 
entity will be deregistered.

The following diagram sets out the structure of the  
business unit:

Our performance

The revenue from international clients is currently low relative 
to total Group revenue; however, the business unit has 
consistently delivered growth since 2011:

Medscheme  
Holdings Ltd

Medscheme  
Mtius Ltd 
(100%)

Medsquared Ltd 
(100%)

Medscheme  
International Ltd 

(100%)

Medscheme  
Ireland Ltd 

(100%)

Two potential international acquisitions are currently under 
consideration which, if concluded, will add significantly to 
revenue from the international business unit in the future. 
The international operation has contributed positively to 
earnings in the current year achieving an acceptable margin 
relative to its size. 

Our highlights
•	 Progress made in identifying potential international 

acquisition opportunities and advancing negotiations for 
acquisitions in South East Asia and the United Kingdom.

•	 Development and roll-out of a loyalty programme, 
branded “Xperience”, in the Mauritian market.

•	 Development of an Information Security Management 
System (“ISMS”) and securing ISO27001 certification.

Membership growth

Despite being a highly competitive environment, the  
growth in membership in the Mauritian operations has 
exceeded expectations.

Market share – Mauritius

2010 2011 2102 2013 2014

45%

40%

35%

30%

25%

20%

15%

10%

5%

0%
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A proud 42 year heritage made 
possible through continual innovation 
and the ability to adapt to a rapidly 
changing healthcare landscape.

Proven track record in field of 
management and auditing capabilities 
to support the Fund’s high level of 
reporting standards.

A dedicated team of individuals 
that collectively form a single point 
of contact to address all the Fund’s 
needs.

Integrated administration and 
managed  care functionalities 
that support a seamless member 
experience.

Why 
MEDSCHEME?

A client-centred administration and 
managed care business model that has 
been adapted to support the Fund’s 
unique culture and strategy.

Thought leadership in the sustainable 
management of healthcare systems 
enabled through superior clinical and 
actuarial skills.

The depth of institutional knowledge 
which enriches and empowers 
our continual business process 
enhancements.

The only black owned large medical 
scheme administrator (BBBEE Level 2) 
with a national footprint and 14 offices 
across South Africa.

A market leader in disease and 
high risk benefit management with 
programmes that demonstrate proven 
cost savings. A culture that continually 
innovates in the pursuit of better 
customer experiences.

Significant expertise in fields of Legal, 
Governance, Risk and Compliance 
enabling the Fund to excel in terms 
of risk and compliance in the medical 
fund industry and to ensure alignment 
with the employer requirements.
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MEDSCHEME ACHIEVEMENTS 
AND ACCOLADES

International recognition of our health informatics capabilities
•	 In 2014, Johns Hopkins University in the United States conferred a prestigious award to Medscheme 

for work conducted on understanding the health needs of our scheme populations, using Adjusted 
Clinical Groupers ("ACG")

Medscheme Africa awards
•	 NHP PMR Diamond Arrow award, awarded for the best medical aid fund in Namibia for three 

successive years
•	 NPPF survey results – NHP rated the best in claims administration, turnaround times and services 

rendered

------------------------------
THINKMONEY SURVEY results revealed 
that two of the top ranked schemes 
were administered by Medscheme 
(Fedhealth and Bonitas).

------------------------------
Two of the top three schemes in the 
PWC SURVEY were schemes that were 
administered by Medscheme (Fed-
health and Bonitas).

------------------------------
HELLOPETER.COM is a respected 
consumer website that provides an 
independent rating on the quality  
of service delivery across a number of 
industry sectors including  
medical aids. 

Our clients Bonitas and Fedhealth 
have consistently occupied first and 
second places in the medical aid league 
achieving the highest compliments and 
lowest  
complaints ratios.

The abovementioned results can be 
further supported by the outcome 
of the recent independent annual 
OMSMAF MEMBER SURVEY to gauge 
member experience of the service they 
received. The results indicated that 
there was a consistent improvement 
across all services surveyed. We believe 
the results are directly linked to our 
ongoing focus on customer experience.

------------------------------ 
GEMS LEADS ASK AFRICA AWARDS. 
The Government Employees Medical 
Scheme ("GEMS") topped the medical 
scheme category and achieved third 
place overall (after Truworths and 
Toyota) for service excellence in the 
2013 Orange Index survey conducted 
by Ask Afrika. Ask Afrika conducts an 
extensive survey annually to identify 
trends and highlight organisations 
that are truly committed to customer-
centricity. GEMS’ performance is all the 
more remarkable given that this year 
the survey extended across  
23 industries. Medscheme is proud 
to be associated with GEMS and to 
provide a number of services to the 
scheme. 

------------------------------ 
MEDSCHEME WINS ITS THIRD IRMSA 
AWARD. For the third consecutive 
year, Medscheme has been recognised 
for its efforts in enterprise risk 
management when it received an 
award from the Institute of Risk 
Management South Africa ("IRMSA") 
in the healthcare category. The risk 
management awards are presented 
annually by IRMSA to recognise 
excellence in risk management across 
different sectors of the economy. 
Commenting on the award, Andy 
Mothibi (Executive Director: Legal 

Governance Risk Compliance) said 
that “risk management can only be 
effective when there is team effort and 
commitment. At Medscheme, we are 
fortunate that we have a sound risk 
management framework and process 
which is strongly supported by the 
entire Medscheme team. This risk award 
is an assurance that we are on the right 
track and that we are making excellent 
progress.” Each year companies 
registered with IRMSA are invited 
to submit entries outlining their risk 
management initiatives and practices. 
The entries are then evaluated by the 
IRMSA Executive Committee, which is 
made up of no less than 10 committee 
members and judged on the basis of 
the soundness of their practices as well 
as innovation.

------------------------------
MEDSCHEME WINS THE BARBARA 
STARFIELD AWARD. Medscheme’s 
Health Intelligence Unit has been 
awarded the Barbara Starfield 
Award by Johns Hopkins University 
in the United States. The award was 
instituted to acknowledge Professor 
Starfield’s legacy and to recognise the 
organisation that makes the best use 
of the university’s Adjusted Clinical 
Groups® ("ACG®") system which she co-
developed. 

Service excellence awards
--------------------------------------------------------------------------------------------------------------------------------
A number of independent industry surveys have recognised Medscheme’s exceptional service record: 
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The ACG® System provides a unique 
patient-centred approach to measuring 
morbidity and improves both accuracy 
and fairness in evaluating provider 
performance, identifying patients 
at high risk, forecasting healthcare 
utilisation and setting equitable 
payment rates. Aligned with our Vision 
of Creating a World of Sustainable 
Healthcare,  
the system:

•	 Addresses multi-morbidity in patients 
and populations;

•	 Reduces disparities in the delivery of 
primary healthcare; and

•	 Improves population health.

The award was presented to 
Medscheme at the university’s annual 
ACG® conference in April 2014 where 
the team delivered a 30-minute 
presentation during the plenary 
session.

------------------------------
GROUP FINANCE WINS SAKE24 
AWARDS. As a JSE listed entity, our 
shareholders, AfroCentric Investment 
Corporation, publishes its results as 
at the end of the financial year-end. 
Sake24 presents awards to companies 
for excellence in financial reporting 
and this year AfroCentric received the 
following accolades for its financial 
results publications: 

•	 AfroCentric achieved third place in 
the Sake24 financial advertisement 
competition 2013 in the content 
category of the fourth quarter (July 
to September 2013) for the financial 
results published in September 2013. 

AfroCentric was also awarded first 
place in the visual category for the 
second quarter (January to March 
2013) for the AfroCentric financials 
published in March 2013. The Group’s 
financial reporting is the responsibility 
of Group Finance. 

------------------------------
SWITCHLAB SCOOPS AN ASSEGAI 
AWARD. AfroCentric Health’s 
innovation campaign, SWITCHLAB, has 
won an Assegai award for excellence 
in internal communication and 
marketing. SWITCHLAB was entered 
for the annual Assegai Awards – the 
recognition programme of the Direct 
and Interactive Marketing Association 
of South Africa ("DMASA"). The 
submission was entered in the category 
employee-related marketing ("ERM"), 
for internal marketing excellence 
targeting employees. The awards 
recognise marketing, strategy, design 
and execution excellence, and the 
largest component based on the 
responses derived from the campaign/
brand. In other words, the Assegai 
awards are not about excellent, good-
looking evocative campaigns – they 
recognise excellent, good-looking 
evocative campaigns that work! 
SWITCHLAB received the award in 
the face of challenging competition 
from major national and international 
consumer brands with massive 
employee bases to take silver. 

------------------------------
SABC CAPITAL CITY BUSINESS 
LEADER OF THE YEAR AWARD 
FOR 2014. The award conferred by 
the national broadcaster SABC & 
the Capital City Business Chamber 
honoured Dr Anna Mokgokong, 
Chairperson, AfroCentric Investment 

Corporation Limited, for her 
contribution towards the economic 
growth of the capital city and her spirit 
and determination to the upliftment 
of the community with a desire of 
empowering them.

Dr Mokgokong accepted the award at 
a dinner held on 12 November 2014 in 
Pretoria attended by Mr David Makhura, 
Premier of Gauteng and Mr Kgosientso 
Ramokgopa, Executive Mayor, Tshwane 
Metropolitan Municipality amongst 
other dignitaries. The awards evening 
brought together some of the city’s key 
business leaders to honour the capital 
city’s most inspirational leaders.

The SABC Capital City Business Leader 
Awards recognise entrepreneurs who 
demonstrate extraordinary success 
in the areas of business, personal 
commitment to the city and the 
communities.

In addition to being the Chairperson of 
the AfroCentric Board, Dr Mokgokong 
is a leader in the community and 
has received numerous international 
awards for her entrepreneurial ability. 
She was the President of the South 
African women Entrepreneurs Network 
(SAwEN), and the International 
women’s Forum of South Africa 
(IwFSA).

She joined the Women Leadership 
Board of the Harvard JF Kennedy 
Business School in Boston in 2002. She 
has also been honoured by Star Group 
of the United States as one of the 50 
Leading Woman Entrepreneurs of the 
World in 1998 and 2002. Dr Mokgokong 
was South Africa’s Business Woman 
of the Year in 1999. In 2010, she was 
invited by former US president Bill 
Clinton to become a member of the 
Clinton Global Initiative.
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Well-positioned for growth

 + Our customer-focused, 
health-centric and passionate 

team thrives in the dynamic, 

demanding world of healthcare.

 + Our brand reflects fresh 
thinking and radiates the energy 

which will catapult healthcare 

organisations to greater success 

and excellence.

 + Helios has expanded its 

customer base and continues 

to grow its footprint as an ICT 

Healthcare solutions provider 

in South Africa and beyond its 

borders into Africa.

 + The EMC VMAX storage 

implementation, together with 

some application improvements, 

has delivered the availability of 

the Nexus and UMS databases to 

more than 99.95%.

Vijay Pillay 
Helios IT Solutions - MD

HELIOS
Operational review

VISION

MISSION

STRATEGIC
OBJECTIVES

HELIOS
VALUES
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Overview of the business 

Helios IT Solutions ("Helios") provides ICT solutions and 
services to strategic partners in the healthcare industry 
including Medscheme and its partner medical schemes 
in the areas of administration and managed care. The 
company also licences its systems to national and 
international partners in order to pursue a diversified model 
for revenue generation.

Helios boasts a leading edge technology platform together 
with world-class transactional systems, which include 
hosting, switching, administration, managed care and 
clinical applications. The systems are seamlessly integrated, 
robust and scalable supported by highly skilled, passionate 
ICT staff that form the cornerstone of its business success. 
Helios leverages off economies of scale to provide cost-

effective, quality and reliable products and services and 
continuously strives to achieve optimum and sustainable 
results for its stakeholders. Helios holds 51% shareholding in 
healthcare software specialist, Allegra.

We provide and create value by improving the customer 
experience though stable, robust solutions and innovation 
which empowers our customer base. We deploy leading 
edge technology to facilitate this and always focus on quality 
delivery. We have a motivated workforce which prides itself 
on delivering service excellence and exceeding service levels 
to improve efficiencies. We acknowledge that each client is 
unique in its offerings and has different requirements and 
strategic objectives and we, as Helios, strive to continuously 
ensure that we provide flexible solutions to meet various 
clients’ requirements.
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As Healthcare partners, we consistently provide sustainable and 
innovative solutions of the highest quality, thus enabling our 

clients to achieve their strategic objectives

Deliver 
100% 

Uptime 
of Critical 
Systems

Compliance 
to Relevant 
Practice, IT 
Governance 
& Controls 

Frameworks

Drive 
Client 

Centricity

Pursue 
Sustainable 

Revenue 
Growth

Achieve 
Operational 
Excellence

Attract, 
Develop & 

Retain Talent

Achieve 
Business 

Transformation 
Objectives

Develop 
Innovative 
Solutions

Leaders in Innovative Healthcare Solutions

Driving Health Centric Solutions
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Strategic objectives: 2014-2016
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Africa International South Africa Partners

•	 provide
•	
•	
•	

•	 grow

We are the ICT supplier of choice  for our strategic partners in healthcare

Performance highlights

Helios has expanded 
its customer base and 
continues to grow its 
footprint as an ICT 

healthcare solutions 
provider in South Africa 
and beyond its borders 

into Africa.

Helios ITS has 
successfully supported 

the expansion of its 
strategic partners 

whose membership 
and/or transactional 

footprints have grown 
substantially in the last 

financial year. 

Despite the current, 
unfavourable market 

conditions which 
continue to be 

challenging Helios has 
still experienced growth 

by expanding into 
Zimbabwe.

Notable 
achievements
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System performance
•	 Nexus and UMS – our integrated health administration 

and managed care system, Nexus remains one of the 
most robust healthcare administration and managed care 
systems in the world. UMS is the Managed Care system 
which focuses on the clinical, financial and risk assessment 
management aspects during the hospitalisation process with 
a view to lower the cost of healthcare without compromising 
the well-being of the patient during their treatment. 
Although transactional volumes have increased dramatically 
insync with international membership growth, Nexus and 
UMS have experienced high system availability of 99.95% 
over the last year.

•	 Electronic processing capability: On average, Helios 
systems process 98% of all medical aid claims electronically. 
More than one million real-time claims entering through 
Nexus are processed per month.

•	 Interfaces: Nexus and UMS seamlessly interface with 
76 external parties  and various suppliers, regardless of 
technology and locations, which is one of our core strengths. 
The table below shows a summary of the complexity and 
vastness of the interfaces in place:

Flat file interfaces Volume

Number of third party systems with which Helios 
interfaces 76

GEMS correspondence Volume

GEMS total SPN interfaces                    27 

GEMS total faxes received        1 219 471 

GEMS total emails received        900 039 

Real-time Claims Volume

Healthbridge        3 970 447 

Allegra Connect        12 442 654 

Claims Volume

Claims        7 780 948 

•	 Network uptime: Helios provides a wide range of network 
connectivity solutions that suit its customer needs and 
budget through a market leader in connectivity services, 
Internet Solutions ("IS"). Helios currently provides 
connectivity to various branches across South Africa and 
other African countries, i.e. Swaziland, Zimbabwe, Namibia, 
Botswana, and Mauritius. Helios’s Multi-Carrier MPLS-
based Private IP VPN solutions provide highly secure and 
redundant offerings to ensure high availability and response 
times that are optimal at all times to support real-time 
applications. This MPLS network also combines voice and 
data traffic on the same integrated network, increasing 
efficiency while providing an ultra-flexible, multi-backbone 
infrastructure. A 99.7% uptime was achieved from the core 
MPLS links to Helios customers including Medscheme SA 
branches for the financial year.

  Infrastructure
•	 Vmax implementation: The EMC VMAX storage 

implementation, together with some application 
improvements, has delivered the availability of the Nexus 
and UMS databases to more than 99.95%. 

•	 Microsoft partnership: Helios has been awarded a Gold 
partnership with Microsoft for “Hosting” and “OEM”, as well 
as Silver partnership for “Virtualisation and Management” 
and “Server Platform”.

•	 Enterprise Backup solution: Helios has implemented a 
new Enterprise Backup solution, which utilises the global 
storage leader, EMC’s software and DataDomain hardware 
to achieve optimal backup solutions for performance, 
availability, scalability, retention and recovery. 

•	 Server and desktop virtualisation: Helios has successfully 
implemented a hybrid virtualisation model for servers on 
the Microsoft as well as VMWare platforms. These solutions 
provide us with the flexibility and cost efficiencies associated 
with cloud platforms in service delivery, availability and 
redundancy. The project has recently been extended to 
the desktop environment and with the partnership of the 
software and service providers; this will not only extend 
our technology offering significantly, but also significantly 
decrease the costs associated with desktops, and the 
management thereof. These holistic solutions also provide a 
suite of additional features, that are being implemented as 
additional solutions and services, such as enterprise mobility 
management, application virtualisation, enterprise Dropbox, 
desktop, notebook and mobile device backups.

Key projects successfully implemented during the year:

•	 Bank account project: Major deliverables for this project 
were completed during the period under review. This 
included a substantial enhancement to the Nexus financial 
system which was amended to cater for the Zimbabwean 
banking system with respect to collections and payments.

•	 Year end project: The 2014 year-end project was 
completed successfully, with the implementation of various 
enhancements and data updates.

•	 Disease authorisation: The project was completed 
successfully. Development was done on Nexus Assessing 
and Managed care. The aim was to create new disease 
authorisation contracts for pharmacies with the plan to 
which the disease authorisation would apply.

•	 Additional automated pay runs: The project went live 
in December 2013 to allow for additional pay runs where 
service providers provide the benefit of additional discounts.

•	 Statement re-write: The project went live in October 2013. 
The purpose was the parametisation of statement sections 
to allow more rapid implementation of changes to the 
statement with minimal IT intervention.
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•	 Disease authorisation: This initiative was aimed at 
automating chronic medicine interventions that had little 
or no clinical impact while refocusing clinical resources 
to cases where major impacts could be predicted. The 
successful authorisation of the chronic disease for chronic 
benefits triggers a basket of clinical appropriate drugs for 
a given condition where each drug utilises rules/policies to 
determine its clinical appropriateness. New functionality 
was also developed to cater for key indicators that assist 
both users and providers in identifying specialised drugs 
that form part of the medicine authorisation which is now 
presented on communication to both members  
and providers.

•	 The hospital benefit management system ("UMS") provides 
real-time integration with numerous provider groups who 
submit requests for new hospital authorisations. This 
project focused on the improvement of the success rates 
of the automation of these requests thus reducing the need 
for manual intervention. In addition to the new requests, 
the system receives requests for updates to existing 
authorisations that form part of the case management 
process. 

•	 GEMS Tenders - Clearing House: Helios has together with 
myCARE which is a Pretoria based Managed Healthcare 
organisation, secured a contract with GEMS to provide the 
medicine clearing house functionality for its providers.  This 
is a first for Helios and the team is very enthusiastic about 
this opportunity. The Helios team is working relentlessly 
to provide the high standards of service as is expected by 
GEMS. This will also mark the ring-fencing of a separate IT 
Platform for this GEMS contract. The project is on track to 
deliver the full solution by 1 January 2015.      

customer-centric 

Helios key performance indicators

•	 Bonitas Fraud Management (FICO) and Helios ITS): Helios 
has formed a joint venture with FICO which is a leading 
fraud, abuse and wastage (“FAW”) solutions provider.  A 
software solution to combat this FAW shortcoming was 
presented to the Bonitas Board of Trustees during October 
2014 and they have approved Helios as the preferred bidder, 
subject to terms and condirions, which we will comply 
with. This is a great opportunity as we can then proceed to 
market this solution to other schemes, in South Africa and 
abroad, post the Bonitas implementation. It is also what we 
consider to be a game-changer in our industry and we are 
all very excited about this opportunity.

•	 First Mutual Health (“FMH”): Helios has responded to 
a request for a Healthcare Solution for FMH, which a 
Zimbabwean based Health Insurance Provider. This is a 
reasonably sized scheme with a diverse set of products 
which require significant customisation of our bespoke 
solution. Helios has been shortlisted as one of the preferred 
bidders and the process is being finalised with a site visit 
of our ICT infrastructure that will be undertaken by the 
Executives of the FMH team.

•	 Electronic health record (“EHR”): Helios has embarked 
on a project together with our partners in Medscheme, to 
derive and populate a comprehensive electronic health 
record. This will facilitate a comprehensive view of the 
treatment and health interventions on the patient with the 
end goal of driving a single patient record throughout the 
industry. This will also empower the Healthcare providers 
in adopting treatment protocols that are better aligned to 
patient needs reaction. 

Afrocentric IAR 2014 Final.indd   66 2014/11/21   02:14:54 PM



02. OUR OPERATIONS 67

Overview

Management solutions for sub-Saharan Africa

The objective of Allegra is to enhance clinical information 
management and total pharmaceutical care through the 
provision of a software suite that integrates dispensing, 
primary healthcare, practice management and wellness 
management modules into one user-friendly and 
comprehensive system. Allegra provides one platform that 
allows integration between healthcare stakeholders such as 
medical aids, insurance companies and healthcare providers. 
This results in the opportunity of one shared patient health 
record across the southern African healthcare network for 
those who are a part of the Allegra healthcare community. 
The Allegra solution provides a platform for critical  
patient information management, whilst enhancing  
business processes.

Allegra products

ALLEGRACONNECT

Allegra acquired Interpharm from Medscheme during 2011. 
Interpharm was the first electronic switch to successfully 
introduce real-time switching in both the South African and 
Namibian pharmacy markets. Interpharm was rebranded to 
ALLEGRACONNECT.

The ALLEGRACONNECT business philosophy is embodied 
in its market positioning statement: “state–of-the–art 
transaction switching”. The business is driven by the belief 
that cost-effectiveness and efficiency are achieved by 
ensuring that systems are always at the cutting edge of 
technology and optimised to deliver maximum customer 
value. ALLEGRACONNECT believes that the success of 
switching is a collaborative approach between the provider 
community, the switching company and the administrator. 

ALLEGRA
Operational review

ALLEGRACONNECT offers a very flexible solution that is 
able to handle the demands of multiple medical scheme 
administrators managing a variety of schemes each with 
vastly different demographics, benefit structures and 
multiple benefit options.

ALLEGRACONNECT enables real-time electronic data 
interchange between healthcare funders and providers of 
financial and clinical biometric data. Healthcare funders 
gain access to the South African pharmacy network via 
ALLEGRACONNECT. In Namibia, Botswana and Swaziland 
the ALLEGRACONNECT network includes all healthcare 
service providers.

Well-positioned for growth

 + A flexible, yet established technology 

infrastructure that is ready for expansion into 

new transactional markets, locally  

and internationally.
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CarePro 

CarePro is a retail pharmacy management solution that 
includes: Touch screen point of sale, financial management 
system (including debtors and creditors management) 
procurement management and CRM including SMS and 
email as well as management reporting.

Developed from a pharmacist’s perspective, and from years 
of experience in patient care solutions, CarePro assists in 
the management of multi-branch pharmacy groups, keeping 
processes consistent, inventories low and profitability high. 
CarePro streamlines dispensing, procurement, financial 
and other operational procedures. It reduces multi-branch 
complexities by optimising workflows and automates 
repetitive functions currently performed by pharmacists. 
CarePro frees pharmacy staff to attend to patients’ needs 
and allows pharmacists to practise pharmaceutical  
care profitably.

ClinicPro

ClinicPro is a primary care practice management solution 
with electronic patient health records in multiple branches.

The application has financial and procurement management 
abilities, a time billing feature, an electronic diary that can 
be used for patient follow-up communication and printable 
patient health guidelines.

ClinicPro facilitates service delivery to patients via 
standardised protocols for immunisations, WellBaby, 
wound care, family planning and other primary care 
services. In addition, a full patient history is available during 
consultations to ensure informed decision making and 
quality patient care.

WellScreen

This assists healthcare providers to identify patient 
health risks and provide informed lifestyle and healthcare 
management advice based on accepted national and 
international guidelines. The WellScreen solution also 
provides suggested patient health interventions ensuring 
informed preventative care provision.

WellScreen empowers managed care and wellness 
management organisations, and life insurers to communicate 
with their members or policy holders in real time at point 
of care. This occurs via funder branded individual patient 
reports consisting of a health risk stratification and health 
guidelines. Member biometric information is transferred 
electronically to the relevant party and the report is 
generated and returned to point of care.

PathPro 

PathPro offers healthcare service providers real-time 
electronic data interchange between the healthcare 
providers, pathology laboratories, and/or insurance 
companies. The interchange of data provides the 
opportunity for healthcare providers to interact with more 
than 70 insurance companies' clientèle. The pathology 
laboratory can look forward to meeting the requirements of 
the healthcare provider’s clients.

Any results returned from the requested pathology services 
are available as part of the patient’s health record and are 
available electronically to insurance companies ensuring 
accurate paperless information distribution.

PathPro creates a convenient and easily accessible network 
of healthcare providers to insurance companies, medical 
schemes and patients.

ScriptPro

ScriptPro is an automated management solution that 
supports the business processes of courier pharmacies. 
ScriptPro includes features such as automated script 
scheduling and claiming designed to optimise process flows 
and productivity by reducing unnecessary manual labour. 
The solution includes features that cover business processes 
from patient enrolment through to delivery of medication. 
The whole process can be monitored and managed via easy-
to-use script statuses and tracking features.

ScriptPro empowers courier pharmacists to deliver 
consistent on-time pharmaceutical care and improve  
patient compliance.

ALLEGRA eCADEMY

The ALLEGRA eCADEMY offers Continued Professional 
development ("CPD") programmes to healthcare 
professionals across the healthcare industry, focusing on 
both clinical and business training programmes. Our clinical 
CPDs are SAMA accredited and allow professionals to adhere 
to their respective councils’ CPD requirements. Furthermore, 
our business training programmes empower learners to excel 
in their careers as entrepreneurs.

Focus areas in 2015

•	 Expanding market share – increasing the number of 
pharmacies utilising the Allegra Pharmacy  
Management System.

•	 Diversifying into new markets – increasing the number 
of countries in which Allegra has a presence as well as 
developing opportunities in the transactional  
switching space. 
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Well-positioned for growth

 + We have over the past year strengthened 
our collaboration with the South African 
Government and continue to participate in 
various projects aligned with the overall public 
sector service improvement, and the NHI 
readiness, in particular.

 + The AfA disease management system is 
currently being evaluated by the CSIR for 
potential deployment as a primary health 
service tool in the public sector.

 + We are expanding the product offering to 
include other chronic diseases, integrated 
wellness offering and the development of a 
retail product.

 + AfA is refining the current PPP venture to a 
marketable alternative which could enable reach 
to other markets.

 + AfA has invested time and resources in 
consolidating the offering to corporates in 
respect of supporting the roll-out of HIV/AIDS 
strategies and workplace policies.

AID FOR AIDS

Lungi Nyathi 
Aid for Aids - Executive Manager

Operational review

Afrocentric IAR 2014 Final.indd   69 2014/11/21   02:15:03 PM



INTEGRATED ANNUAL REPORT 201470

Overview of the business

The company’s main business is to manage healthcare benefits, specifically HIV benefits for medical aid schemes and 
corporates. Furthermore, it also plays a role in collaborating with government led task teams and forums in terms of 
challenging the epidemic, thereby extending its services to the public sector.

Medical scheme – Medscheme  
81%

Medical scheme – Other  
9%

Public private partnership  
6%

Corporate and 
international  
4%

Process improvements

The improvement of operational processes in AfA is important 
particularly as it enables the organisation to meet the Group’s 
strategic goal to “defend, grow and diversify”. This is critical 
as the market is increasingly competitive. AfA met and 
exceeded the service level agreements with its clients in the 
review period as it has done before and continues to strive 
for excellence in its service offering. As a result of ongoing 
reviews of the operational processes, the following innovations 
were implemented in the period under review:

•	 Enhancement of the disease management system to 
include a pre-registration module. This module facilitates 
early enrolments onto the disease programme which is 
critical for effective clinical management and adherence 
monitoring. Patient adherence monitoring was enhanced 
by incorporating antiretroviral therapy (“ART”) claims 
summary directly from the administration system, thereby 
facilitating risk management.

•	 Conversion of outbound written communication to email 
format has resulted in 97% of 8 913 doctors now using 
email which has reduced printing and postage costs 
significantly. This conversion project continues with 
patients, where the uptake is much slower.

•	 Considering the importance of healthcare providers as 
key stakeholders in the healthcare funding industry, AfA 
deployed an online training module. This tool provides 
healthcare providers with up-to-date information 
on management of HIV and other related pertinent 
information. This initiative has been well received by 
doctors as indicated by the high volumes which have 
registered as well as feedback received. In addition, 
the modules are accredited for continuing professional 
development (“CPD”) points.

Clinical outcomes

Clinical outcomes are best measured by the extent to which 
viral load (“VL”) results are submitted and the percentage of 
patients who have suppressed their viral load. Overall, 86% 
of AfA patients have a suppressed VL (undetectable viral 
load). The AfA clinical outcomes match the ‘benchmark’ set 
by a large community-based HIV treatment programme and 
exceed the target of the National Strategic Plan for HIV/AIDS 
(a target of 80% VL suppression after one year on treatment). 
The benchmark referred to is the highly regarded Khayelitsha 
treatment cohort which has been managed by Médecins Sans 
Frontières (MSF), where result submission was 85% with 87% 
of patients having their viral load suppressed.

Our operational performance

AfA has registered and managed more than 220 000 
patients on its programme since inception in 1998. This 
represents the largest database of HIV patients managed in 
the private sector. AfA currently has 32 clients. These include 
15 medical schemes, 10 corporates, six international and a 
public sector programme. The diagram alongside reflects the 
distribution of beneficiaries registered on AfA by client type.

86% 
suppressed

81% 
received
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Overview of the business

Jasco is a black-owned, South African listed company 
that delivers integrated and converged technology across 
the two disciplines of Information and Communication 
Technology("ICT") and Energy and Industry ("E&I") 
solutions.

This year is the final year of Jasco's three-year 
restructuring, which commenced in July 2011. Although 
Jasco has always had a clear focus on electronic and 
electrical products and solutions, in 2011 Jasco had 
a holding company mindset with numerous smaller 
businesses and brands. This resulted in a lack of focus on 
offering an integrated solution to clients.

To address this, Jasco was restructured into three 
focused verticals, with stringent performance targets 
 in place.

Consequently, the number of legal entities within the 
Jasco group reduced by 16. In addition, a number of  
non-core or non-performing assets were sold and the 
number of business units were consolidated from 11 to 
four and the Jasco brand was unified.

The restructuring journey has focused Jasco's delivery 
and aided cross-selling initiatives. In the past, Jasco's 
performance was driven by the respective business units, 
with limited emphasis placed on selling the entire Jasco 
basket of products and services.

The new structure has enabled Jasco to strengthen its 
operations and has moved Jasco from a product-focused 
to a solutions-driven and customer-focused group.

AfroCentric holds a 20.27% minority interest in Jasco Electronics Holdings 

Limited (“Jasco”). Jasco is listed on the JSE and provides solutions, services 

and products to customers through three core divisions, namely Information 

and Communication Technologies (“ICT”), Industry Solutions (“Industry”) and 

Energy Solutions (“Energy”). This associate business diversifies the AfroCentric 

technology area of the Group’s interests.

JASCO HOLDINGS
Operational review

2014
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Although group revenue grew to the R1 billion mark the 
Jasco group set itself at the outset, its 2011 predictions 
proved accurate. At the time Jasco mentioned that 
markets will remain tough in the near future, which will 
continue to put pressure on the group, but the potential 
of the restructured group is strong over the medium to 
long term.

Jasco is pleased with the progress it has achieved 
thus far. Although it has some remaining challenges to 
address, the key growth levers are in place to ensure 
that the full benefits will come through in 2015, as 
planned and outlined at the start of the process in 2011.

As depicted below, the new Jasco structure will 
comprise: 

•	 Carrier

•	 Enterprise – which includes Security Solutions and 
Unified Communications

•	 Electrical Manufacturers

•	 Intelligent Technologies – a new unit which 
encompasses Broadcast, Property Technology 
Management, Data Centres and Power Solutions

The Jasco group's home market of South Africa will 
continue to remain challenging, with low growth and 
a volatile labour environment. Against this, additional 
costs will be reduced and geographic and market 
diversification continued. The group will also finalise its 
exit of low-margin manufacturing.

RIO TINTO

Rio Tinto is a world leader in locating, mining 

and processing the earth’s mineral resources.

Operational review

AfroCentric’s exploration and prospecting relationship 
with Rio Tinto continues in terms of the Relationship and  
Strategic Cooperation Agreement (“RSCA”). During the 2013 
financial year, the Company entered into a contract in terms 

of the RSCA for a significant minority interest in a new iron 
ore exploration joint venture. The land and prospecting rights 
remain to be finally approved by the DMR.

2015
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I have had a series of bad luck that 
forced me to interact with my medical 
aid on a regular basis over the last few 
months and must have dealt with every 
department a client possibly can deal 
with from client service, authorisations, 
emergenciea and speaking to managers. 
I have to compliment Fedhealth on the 
structures in place to support clients. 
Every time I put the phone down I had 
a feeling of relief as I know someone 
out there cares. Your staff are well 
trained and know their stuff. They make 
me feel important and my enquiries 
and questions were always resolved 
exceptionally well. My claims were also 
paid without delays and I was kept up to 
date all the time.

Fedhealth member

I would like to compliment the 
Medscheme, Bonitas Membership 
Department on the excellent service 
that they always provide. As brokers we 
always have to please our clients and 
having to deal with the membership 
department for Bonitas only make our 
lives so much easier. Those urgent cases 
are dealt with speedily and they always 
go the extra mile. So I’m sending a big 
thank  you to Preya and her team. Keep 
it up.

 EB Solutions

I am writing to let you know how much 
I appreciate the outstanding customer 
service that you provided to my personal 
assistant. From the moment we had 
contact with you, you were very attentive 
and helpful. I had a patient that was 
scheduled for an emergency procedure, 
and you assisted in getting the surgery 
approved by forwarding the letter of 
motivation to the medical advisor. Within 
an hour there was a response. It was an 
absolute pleasure dealing with such a 
competent and friendly person. 

Fedhealth member

I would like to extend my gratitude 
for the service I have received from 
Medscheme. All my husband’s accounts 
were paid promptly. Most of all I would 
like to mention that your service was 
amazing and I appreciate your efficiency 
and compassion. Keep up the good 
work.

Nedgroup member

I come a long way with Fedhealth, my 
son is receiving expensive treatment;  
although there were a fair amount of 
struggle and things to sort out in the 
beginning, the treatment is running 
smoothly now.  I am extremely grateful 
for this - it has made it possible for my 
son to have a chance to lead a fairly 
normal life.  We depend on this.  Thanks 
to all.

Fedhealth (Oncology) member

I just want to say thank you for the 
excellent service you provided my 
business partner with. In a world of 
mediocre to non–existent service it is 
always awesome to find someone that 
really goes the extra mile and that has a 
passion for what they do 

Intermediary

I would like to express my appreciation 
for the remarkable service experienced 
with my last visit. I appreciate your 
empathy, and expertise. You really went 
an extra mile and the expertise displayed 
was remarkable. What your company 
delivers is destined for a successful 
future.

Old Mutual Staff Medical Aid Fund 
member

I would like to express my gratitude and 
thanks to the Bonitas team for all your 
support and care during the trial times, 
your care was appreciated with regards 
to the premature twins when they had a 
long stay in the Neonatal ICU.

Bonitas member

Thank you so much for your telephone 
call earlier on.  You have no idea what a 
difference it made in my world!

Old Mutual member

You listened carefully to my query and 
provided me with a reply immediately, 
which showed your knowledge. You were 
friendly, courteous and professional.

Sasolmed member

I would like to record my satisfaction in 
dealing with you. You assisted me with a 
query about two member accounts. You 
are one of the most helpful call centre 
agents that I have dealt with.

Intermediary

Thank you for explaining the ex-gratia 
application process. It is so rare in 
finding somebody who is prepared to 
take the time to explain the process in 
such a caring way.

AECI member

CUSTOMER 
SATISFACTION
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OUR SUSTAINABILITY

In accordance with King III and the JSE Listings Requirements, the Group 

has included sustainability reporting in the Integrated Annual Report for the 

period under review.

This document reports on key areas of sustainability for the 
Group but should be read in conjunction with the operational 
reviews, financial results, governance report, remuneration 
report and the Risk Committee and Risk Management 
report as these documents all form part of the sustainability 
framework within the Group and reflect our commitment to 
sustainability reporting and the development of improved 
processes towards sustainability and the measurement 
thereof.

This sustainability report has been produced at an 
AfroCentric Health level of business within the Group, unless 
stated otherwise, and includes our sustainability impact 
and developments with regards to BEE, our employees, 
Corporate Social Investment and the environment.

The Group had considered providing further reporting 
according to the principles and guidance from the Global 
Reporting Initiative (“GRI”) for sustainability reporting. The 
Group has concluded that due to the nature of the business 
activities as well as the current content of reporting, the 
GRI would not provide any further material and meaningful 
information to the readers of this report. Hence, no GRI index 
has been prepared. 

Most of the initiatives reported on for sustainability have 
been implemented recently and require further processes 
and procedures to develop a framework for performance 
measurement and targets. These will be developed over time 
as part of the Group’s ongoing support for sustainability.

Value added statement

Value added is defined as the value created by the 
activities of a business and its employees and, in the case 
of AfroCentric, is determined as turnover less the cost 
of services. The value added statement reports on the 
calculation of value added and its application among the 
stakeholders in the Group. This statement shows the total 
wealth created and how it was distributed, taking into 
account the amounts retained and reinvested in the Group 
for the replacement of assets and development  
of operations.

Wealth created is defined as the value generated from 
the income generating activities of the business and is 
determined as total revenue less cost of merchandise, 
services and other costs.

In 2014, the Group created wealth of R1.68 billion, which is 
12% higher than the R1.5 billion generated during the prior 
financial period. The table below shows how the total wealth 
created by the Group was distributed to stakeholders, while 
retaining sufficient capital for continued investment in the 
growth of the business.
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2014 
R’000

Wealth 
distributed

2013 
R’000

Wealth 
distributed

Wealth created:
Turnover 1 958 260 1 770 330

Less: Cost of services (311 716) (310 434)

Value added 1 646 544 1 459 896

Indirect income 34 248 39 652

Total wealth created 1 680 792 1 499 548

Wealth distributed:
Donations and CSI 2 335 0.1% 4 528 0.3%

Employee remuneration and benefits 1 113 898 66.3% 973 272 64.9%

Government 84 722 5.0% 92 535 6.1%

Taxation 75 692         84 848

Skills development levy 9 030 7 687

Providers of finance – finance costs 16 547 0.9% 16 673 1.1%

Shareholders - dividends 84 501 5.1% 37 272 2.5%

Lessors 123 663 7.4% 111 910 7.5%

Reinvested in the Group 255 126 15.2% 263 358 17.6%

Depreciation and amortisation 84 382 77 349

Total comprehensive income 170 744 186 009

Total wealth distributed 1 680 792 100% 1 499 548 100%

2013

0.3%

64.9%

6.1%

1.1%
2.5%

7.5%

17.6%

Donations

Employees

Government

Providers of finance

Shareholders

Lessors

Reinvested in the Group

Distribution of wealth

2013

0.1%

66.3%

5.0%

0.9%

5.1%

7.4%

15.2%

2014
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The AfroCentric Group has a strong commitment to transformation, making a 

meaningful contribution to the uplifting of the community in which we operate 

and to positively contribute to the South African community.  We appreciate 

the fact that this responsibility cannot be relegated to the Government but all 

stakeholders including those in the private sector like ourselves have a role. 

Our responsibility goes beyond compliance with the country’s transformation-

related legislation and includes conducting business and using our resources in 

line with the spirit of economic development.  This is in line with our vision of 

Creating a World of Sustainable Healthcare.

OUR SUSTAINABILITY
Our Corporate Social Investment, Transformation and BEE

Broad-based Black Economic Empowerment

Black Economic Empowerment and progressive 
transformation has been a deliberate objective since the 
Group’s constitution and forms part of its overall business 
strategy. AfroCentric enjoys a Level 2 contributor status as 
measured on the generic scorecard rating.

Since its commencement, the Group has maintained high 
levels of black ownership, notably a high level of ownership 
by black women. In fact, the Group is substantially owned 
and controlled by black shareholders, one of the very few 
listed companies on the JSE who can claim such a status 
and is by far the most empowered company in the listed 
healthcare and healthcare-related sectors. 

This was recognised in the 2013 Mail and Guardian Most 
Empowered Companies survey which indicated  a score of 
91.07 and a Level 2 BBBEE Contributor status. AfroCentric 
Health is also a Value Adding Supplier and as a result, clients 
receive enhanced BBBEE recognition, scoring their spend 
with the Group at a factor of 1.5.

Medscheme, a member of the AfroCentric Group, was 
recognised by the Impumelelo Top Empowered Company’s 
Awards for the second consecutive year in 2014. These 
awards recognise companies in terms of empowerment 
credentials, financial performance, and performance on the 
seven pillars of the BBBEE scorecard as well as its leadership 
of empowerment and transformation in South African 
business, an honour the Group does not take lightly but is 
determined to consistently work towards upholding and 
improving.

The Transformation Steering Committee

Driving transformation and BBBEE is the primary focus of 
the Transformation Steering Committee which comprises 
members of the Executive Committee. The responsibility for 
each of the BBBEE elements is allocated to the executive 
who is directly accountable to the Transformation Steering 
Committee.  Further, the managing directors of each 
subsidiary also form part of this committee and they account 
for performance of their companies to the Transformation 
Steering Committee. The Transformation Steering Committee 
comprises senior individuals who have been tasked with 
driving the different pillars of the BEE scorecard. The 
objectives set out for this committee includes:

•	 Monitoring and reporting our performance against the 
BEE scorecard;

•	 Measure our performance against our key competitors;

•	 Reporting on implemented initiatives and projects, 
progress and whether the initiatives assist us in achieving 
our transformation objectives.

The committee meets on a quarterly basis, for the purposes 
of monitoring progress of implemented initiatives in driving 
transformation.  The Transformation Steering Committee 
is supported by the following committees in achieving its 
objectives:

•	 The National Employment Equity Forum: The National 
Employment Equity Forum is a forum that is responsible 
for driving employment equity compliance in the 
Company.  The forum is well represented by employees, 
management and union representatives and discusses 
the Company statistics, performance towards EE targets, 
the effects of attrition and recruitment on the targets. 

Providers of finance

Distribution of wealth
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The forum is further supported by sub-committees 
which represent the different business units. Information 
discussed and presented at the National Employment 
Equity Forum ("NEEF") is used as input into the 
Transformation Steering Committee.

•	 The SED Committee: The SED Committee comprises 
volunteer members from the business.  The committee’s 
main objectives are to ensure that the CSI/SED budget 
is spent in line with the SED policy. The SED Committee 
meets at least twice a year, firstly once the budget has 
been finalised with another seating closer to the financial 
year to monitor the spend and progress on implemented 
projects. The SED Committee’s objectives are:

 | To ensure that the Group’s initiatives are in line with 
the Group’s overall mission and vision;

 | To identify suitable projects in line with the available 
budget;

 | To ensure that the SED budget is spent on projects 
that meet the criteria set out in the Group’s SED 
policy, satisfy the requirements for the SED element 
of the BBBEE scorecard and strengthen the 
Group’s brand;

 | The committee is also responsible for the allocation 
of funds in line with the priority areas, i.e. health, 
youth development and HIV/AIDS. 

•	  The projects supported and funded are aligned to: 

 | BBBEE requirements outlined for any contribution 
to be recognised as compliant with the SED 
requirements;

 | The 10 point plan on health by the Department of 
Health, which is aimed at improving the state of 
healthcare in the country and providing accessibility 
to quality healthcare to all;

 | Alignment to the Millennium Development Goals that 
are health-related. 

•	 Current SED projects for 2014: Our approach is to 
establish a few flagship projects and to focus on these 
in order to maximise the impact of our contribution to 
the beneficiaries. Priority is given to these projects when 
allocating funds with ad hoc requests being considered 
on whether they satisfy the criteria specified in the  
SED policy. The key projects contributed to in this  
period include:

 | The Public Health Enhancement Fund and 
Social Compact Fund – As the co-founders and 
signatories to these funds we have contributed a 
significant portion of our SED budget to the funds. 
The objective of these funds is to build a common 
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fund to which both the private and public sector 
subscribe.  The pooled resources will assist in driving 
the achievement of the key objectives of the 10 point 
plan on health.

 | South African Disabled Golf Association – SADGA 
hosts an annual tournament which encourages 
the participation of disabled people in the sport of 
golf.  We provide sponsorship of the First Swing 
Programme which provides training for black 
disabled youth from disadvantaged backgrounds. 

 | Medscheme Development Cyclists – a programme 
that provides township students with an opportunity 
to participate in the sport of cycling, which not only 
provides them with extramural activities and sporting 
discipline but also provides them with an opportunity 
to follow cycling as a career, if they decide to do so.

 | Mount Arthur School for girls – The school is located 
in Lady Frere, Eastern Cape and caters for students 
from disadvantaged communities.  The school 
was in a state of disrepair, with very poor boarding 
facilities and lack of proper sanitary facilities due to 
lack of funding.  Medscheme contributed towards 
the improvement of the quality of the facilities which 
includes refurbishment of the buildings, providing 
linen and furniture for the boarding house as well and 
paying for mentors who will assist the school with life 
skills education and extra curriculum activities. The 
school’s refurbished buildings were officially opened 
on 9 August, to coincide with National Women’s Day, 
in an event that was attended by both the Minister of 
Defence, Ms Nosiviwe Mapisa-Nqakula, and former 
IEC chairperson, Ms Brigalia Bam, who are both 
former learners of the school.  

 | Natalspruit Hospital in Katlehong – AfroCentric 
Health donated a portable ultrasound machine to 
the maternity ward of the hospital in December 
2013.  The handover ceremony was attended by the 
Deputy Minister of Health, Dr Gwen Ramokgopa.  The 
ultrasound machine has had a positive impact to the 
delivery of quality care services.

Staff volunteerism

Our employees are at the core of our business.  They 
interact directly with the medical scheme members and 
they represent the community in which we do business.  
It therefore makes sense that we involve them in our 
community development initiatives. Staff are afforded 
the opportunity to participate in these initiatives and are 
encouraged to participate in community initiatives in their 
personal capacity.  As a result, our staff have various fund 
raising initiatives including potjiekos competitions and raffles 
to raise funds for the various beneficiaries.  During the winter 
months, employees collect blankets and non-perishables 
which are distributed to various organisations.  

Nelson Mandela Day

The annual Mandela Day offers an ideal opportunity for our 
employees to pay their respect to this icon of South Africa 
and the world, by offering their time and energy towards the 
development of the community. 

Sparrow Ministries, which provides for care and comfort to 
adults and children who have been affected by HIV/AIDS, 
was a beneficiary of AfroCentric Health’s contributions in 
2014. The ministry operates a hospice for the terminally 
ill and a children’s home for vulnerable children who have 
become homeless following the death of one or both of 
their parents. AfroCentric Health contributed computer 
equipment and printers and our employees assisted in the 
installation. This improved the study centre used by the 
learners as part of their learning and development.  

The Enterprise Development Committee  

This committee is responsible for the identification of 
suitably qualifying projects that meet the requirements 
for enterprise development recognition. The projects are 
identified, approved, implemented and driven to completion 
by the committee members. The committee further provides 
any additional support, e.g. business skills, business and/or 
training equipment, and cash investment, where required. 

The enterprise development projects

Our approach is to establish a long-standing relationship 
with the beneficiary in order to maximise the benefit and the 
impact to the beneficiaries as well as driving the objectives 
outlined in the Minister’s 10 point plan on health.

Nursing colleges

•	 Khanyisa Nursing School – a privately owned nursing 
school in Rosettenville, that caters for previously 
disadvantaged students. They are registered with the 
South African Nursing Council and as a further education 
training college with the Department of Higher Education 
and Training.  Medscheme has invested over R1 million in 
assisting with the refurbishment of the school, building 
additional classrooms, and providing learning and 
teaching material.

•	 Ithemba Nursing College – a privately owned college 
in Eersterus, where we assisted in the acquisition of 
training and education material, as well as funding for the 
acquisition of additional classrooms.

•	 Future Nurses Nursing School – a privately owned 
college in Ekurhuleni, where we acquired training 
equipment to assist with the quality of education and 
training that is received by the students.

•	 Eluthandweni Maternity Clinic – a privately owned 
maternity clinic in Vosloorus which provides care 
for pregnant women, pre- and post-natal care and 
immunisations to previously disadvantaged communities.  
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AfroCentric Health organised a media launch of the clinic 
aimed at increasing the community’s awareness of the 
services provided by the clinic as well as to enhance the 
clinic’s reputation.

•	 A’Dare Woman’s Wellness Centre – a woman’s wellness 
clinic operated by Dr Kgomotso Mogapi, who is a 
beneficiary of the Medscheme Empowering Doctors 
Programme is in Mabopane, Tshwane. The clinic focuses 
on encouraging healthy living, general wellness, early 
detection through screenings and lifestyle advice to 
women from the rural areas who usually do not have 
sufficient access to these services. Medscheme donated 
equipment to the doctor’s practice and is working closely 
with Dr Mogapi in assisting her to work with schools in 
the area in order to raise awareness on female wellness 
issues to the younger female learners who are the most 
vulnerable.  In this way, the partnership will have far-
reaching benefits to the community. 

•	 Ukusebenza Research Facility – AfroCentric has 
committed funding to assist with building the operational 
capacity of Ukusebenza Research Facility, an SMME 
operating in the research sphere and works closely 
with reputable tertiary institutions to provide training 
opportunities to black students working towards 
achieving their  Masters and PhD qualification.  Our 
decision to invest in this initiative which focuses on 
research relating to HIV/AIDS and Tuberculosis, was 
based on the alignment of the objectives of this project 
with those of the Public Health Enhancement Fund.

ONE OF THE  
TOP BEE COMPANIES 
IN THE HEALTHCARE 

SECTOR

CONFIRMED 
VALUE ADDING 

SUPPLIER

LEVEL 2 BEE 
CONTRIBUTOR

Broad-based Black Economic Empowerment

AfroCentric’s commitment to transformation in general and 
Broad-based Black Economic Empowerment is clearly visible 
in the Group’s performance as measured by the generic 
scorecard. The Group has maintained a Level 2 Contributor 
status for two consecutive measurement periods. We are 
also a confirmed Value Adding Supplier which means that 
our clients receive enhanced recognition of their spend with 
us at 1.5.  The graph below reflects the BBBEE score for the 
five years leading up to 2014.
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To deliver on the HC mandate of developing and 
implementing people-centric practices and policies that will 
enable AfroCentric Health and the greater AfroCentric Group 
to achieve its strategic objectives, a solid foundation was 
built and enhanced over the past two years and aligned to 
global best practices. The structure of HC includes:

Centre of Excellence which are thought leaders in HR and 
understand business and territorial specific requirements

Business Partner Function, which supports all our 
stakeholders whilst ensuring adherence to policies and 
good governance principles. This Business Partner function 
further enabled the HC specialists to develop business 
solutions, congruent to the achievement of individual 
business unit objectives. 

Shared Services which is where the engine of HR 
administration (including payroll) occurs with practice 
ownership for performance management, wellness, 
compensation and benefit and organisation design. 

Our Human Resources Information Management system 
remains central to our HC practices and informs strategic 
decision making in relation to our human resources. 

In 2013 and further in 2014, HC positioned its offering to 
align with the current business reality by shifting focus 
from foundational practices to valued added human 
resources management solutions to maintain and build 
organisational capability and competencies to ensure the 
organisation is sustainable and well-positioned for growth 
and diversification. Our brand proposition (Passion for 
Performance, People and Health) required that we continue 
to focus on attracting, developing and retaining employees 
who are passionate and engaged, knowledgeable and 
skilled in their respective fields. This was aligned to the 
group objective of “Maximising growth opportunities in SA, 
diversification in SA, Africa and International, transforming 
our culture to enhance and optimise performance, learning 
and innovation”.  We regularly review our functional 
operating model, to ensure we provide flexible and 
appropriate best practice interventions that contribute to 
the organisation having a competitive advantage through 
leveraging on our most important resources, our people.

OUR SUSTAINABILITY
Our Employees – Investing in our People

Talent acquisition 
We continue to focus on attracting the best talent, at the right 
capital investment within the shortest possible timeframe to 
minimise business risk and increase capability to execute on 
our strategy and to be positioned for growth.

Through various initiatives, including the increased utilisation 
of an internal referral programme, the establishment of an 
applicant database and participation in university career days 
we have been able to acquire exceptional talent.   

Internal referral programme

Our internal referral programme allows employees to refer 
suitable external candidates for vacancies. The programme 
was actively promoted in the business with 51% of all 
vacancies over the year being advertised via the internal 
referral programme. To further enhance the efficacy of the 
internal referral programme, the process has now been 
automated on Oracle to allow for better integration with the 
recruitment process and system. This is substantially lower 
than if these vacancies were filled via recruitment agencies.

Candidate data-base

Our candidate data-base used to retain and maintain 
information on external candidates who have been sourced 
via university career days, referrals or job applications. Over 
the course of the year, 29 placements were made from the 
database, contributing toward reduced costs as well as 
reduced turnaround times in sourcing candidates. 

Career site

The career site has been designed to provide external job 
seekers with an overview of our employee value proposition 
and organisational culture and thus contribute toward the 
right talent being attracted to our business. 

University career days

To attract high calibre and talented employees at all levels, we 
participated in several university career days. This provided 
us with a platform to market our company to tertiary 
students and develop our employment brand. The events saw 
numerous tertiary students being added to our candidate 
database. This will further contribute toward candidates 
being readily available for vacancies in the business, thereby 
reducing turnaround times and costs.

It is important that our human capital (“HC”) solutions drive the importance of 

people and their contribution in the organisation.  
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To further augment our focus on attracting and placing the right calibre of employees, we focused on developing our as-
sessment centre offerings and rebranding our internal vacancy communication (Career Buzz).

Passion for performance

We continued to focus on creating a high performance 
culture where all employees recognise their contribution in 
achieving our vision. By doing so, employees are  
motivated to be empowered to effectively manage their  
own performance.  

A totally revamped performance management system 
was successfully operationalised, which included the 
incorporation of the principle of driving performance 
management from a top down approach and cascading 
of objectives, quality validation process and a moderation 
process was included. The performance management 
process also includes a 360 degree survey for all  
staff and included it as a mandatory output in all 
performance contracts. 

The measures were:

•	 Staff engagement which is the extent to which managers 
and team leaders drive employee engagement within  
their teams.

•	 Values: the extent to which all employees live by the Group 
values in delivering their performance outputs and in their 
day-to-day interactions with others.

Performance management was also introduced and 
implemented within legal entities that were not yet aligned to 
group standardisation and best practice:

•	 Medscheme Swaziland

•	 Medscheme Namibia

•	 Medscheme International
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@

Talent development including skills 
development

We remain committed and focused on developing our 
employees and leadership capability to sustain a competitive 
advantage through our employee capabilities. We further 
remain focused on creating value for our employees and 
by extension our clients, in support of this, we had spent 
in excess of R17,5 million (actual and indirect investment 
expenditure) in training a total of 1 839 employees.

Leadership Development 

Ignite and Evolve Leadership Development Programme 
2013/2014

We successfully concluded the second intake of learners on 
the Harvard Business Review: Ignite and Evolve programmes 
which saw a 90% successful completion rate. A total of  
306 employees successfully completed the programmes. 

Leading in Complex Times – A series of Conversations

“Leading in Complex Times – A series of Conversations” is 
a programme designed for employees who were identified 
as part of the high potential pool of employees, as well as 

employees who hold scarce or critical skills. A total of 70 
learners have been enrolled on the programme and are largely 
at a general and senior management level. The programme is 
based on application learning and is sponsored by Executive 
Directors (including the MDs of the three main operating 
businesses in South Africa), all the Executive Managers and 
General Managers. The 10 sponsors were accountable for 
mentoring the participants through the development and 
implementation of their application learning projects. 

getAbstract®

The getAbstract, online book abstract and reviews are  
made available to all Executives, general and senior managers, 
as well as all those who attended the Ignite and Evolve 
programme.

The product embraces technology and includes virtual chat 
forums, e-book cafés, quarterly themes as well as monthly top 
reads. This serves as an important tool to continue to drive 
blended learning within the business and to encourage users to 
read to acquire knowledge on various subject matters.
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The purpose of this revamp was not only done because we 
believe that the quality of a training centre can have an impact 
on the competence results of employees that attend training, 
but also for the reason that the LPA has lodged an application 
with the Services SETA to obtain status as an accredited 
training provider.  This accredited training provider status will 
be the first step in becoming a fully accredited private further 
education and training college over the next few months. This 
will mean that the LPA will be able to offer tertiary qualifications 
registered on the National Qualifications Framework.

The Learning and Performance Academy ("LPA")

The Learning and Performance Academy that was established 
during 2012 is currently in a major process of evolution. Our 
training venues in Roodepoort have undergone an upgrade 
during the recent months.  The newly revamped training centre 
can now cater for groups from seven to 25 delegates in 10 well-
equipped training rooms. Each room features state-of-the-art 
multimedia equipment as well as other facilities to cater for any 
learning event. Nine of the 10 rooms are also equipped with 
computer workstations. The flexible room layouts furthermore 
ensure that learning takes place in a comfortable, highly 
professional and enjoyable corporate environment.

E-Learning Academy 

Our pilot programme (Business Writing in Plain English) 
for our AfroCentric Health Online Leaning Academy was 
completed in April 2014.

We are pleased that the programme was an overall success, 
with 300 learners who are located in, Mauritius, Namibia, 
South Africa (all regions), Swaziland and Zimbabwe, registered 
on the course. Learners needed to score a final of mark of 70% 
to complete the course and receive a certificate of completion.  
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Talent development statistics 

Number of learners trained per legal entity

Learnerships and internships

The AAT Finance Learnership 
was implemented over the 
year which saw six external 
learners and nine internal 
learners enrolled on 
the learnership. A 
further 26 external 
candidates 
were placed on 
an internship in 
various areas in the 
business. 

Study assistance programme

We continue to invest in the further education of our 
employees through the study assistance programme. A total 
of 24 employees were funded through the study assistance 
programme over the financial year covering the following fields:
•	 General management
•	 Commerce
•	 Human Resources
•	 Information technology
•	 Finance

BBBEE verification

The skills development pillar of the BBBEE scorecard 
continued to see an increase with a score of 13.74 out of  
15 being achieved during our BBBEE verification. This marks 
a 0.17 increase from the previous verification.
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Race representation of employees trained

African

Coloured

Indian

White

34.42%

30.78%

10.33%

24.47%

Total of PDI learners: 

1 389
Total learners: 

1 839
Number of PDI trained as a  
percentage of employees trained: 

75.53%

Male 

Female

72.21%

27.79%

Gender representation of employee trained

Total of PDI female learners: 

1 328
Total learners: 

1 839
Number of PDI females trained as  
a percentage of employees trained: 

72.21%
•	 A project was completed to review the job outputs 

and competencies required to ensure that the work is 
correctly documented and relevant to the organisational 
vision, mission and objectives to facilitate the recruitment 
of the correct employee profile and fit together with 
market-related remuneration benchmarking. This is also 
in support of driving employment equity in ensuring that 
the correct minimal requirements for a job are correct and 
do not unfairly discriminate against any employee and 
candidate for recruitment purposes.

•	 To review total reward strategies by job discipline to 
ensure the alignment to the organisational objectives and 
the employee value proposition, thus ensuring that quality 
employees are attracted and retained. 

•	 To review reward and pay principles in African and 
International territories and align to the organisation, 
best practice and also factoring in differing legislative 
requirements and economic factors. This was applicable 
to the following legal entities:

1.  Bonitas Marketing Company

2.  Allegra

3.  International

4.  AFA Botswana

5.  Sovereign Health in Zimbabwe 

6.  Medscheme Namibia

7.  Medscheme Swaziland    

Remuneration, employee benefits and 
rewards

Our reward philosophy matured over a number of years and 
has been further refined during the 2014 financial year. The 
total personnel costs equate to 68.65% of the expense line 
of the organisation. The spend on the personnel line needs 
to be spent optimally to ensure we attract, retain and reward 
the skill set required to ensure sustainability, be innovative 
and to be positioned for growth across all territories. The 
strategy, principles, processes and governance pertaining to 
our total reward package are researched and benchmarked 
to ensure that they are in line with best practice, legislative 
requirements in differing territories and ensure that we 
as an organisation can be competitive and drive optimal 
performance. In relation to the remuneration strategy, focus 
was placed on the following components this financial year:

•	 To attract and retain skill sets to contribute towards good 
corporate citizenship and business sustainability and 
growth by further embedding our pay for performance 
philosophy and a differentiated model to reward top 
performers who assist in making a major contribution to 
the organisation’s success.

•	 To provide enhanced business intelligence to 
management and the Board to ensure that informed 
decisions are made and good corporate governance  
is maintained.
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Male 

Female

Total of PDI female learners: 

1 328
Total learners: 

1 839
Number of PDI females trained as  
a percentage of employees trained: 

72.21%

2013/14 Top Achiever winners

It is becoming more widely accepted and acknowledged 
that recognition plays a major component in reward for an 
employee and monetary reward is not always the way to 
motivate and create an engaged workforce. Our organisation 
has very successful recognition programmes in place at a 
Group level, namely:

Service Heroes – which factors in experiences and 
compliments from clients.

110% Achiever Recognition Programme – which recognises 
employees across RSA, Africa and International on how our 
top performers best demonstrate the organisational values: 
Accountability, Mutual Respect, Integrity, Empowerment  
and Innovation.

Variable pay strategies are constantly reviewed and aligned 
with the organisation's philosophy of pay for performance 
and include raising the bar for both management and 
operational levels. Our variable pay policies have a 
dependency on individual and Group performance.
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As per the Department of Labour EEA10 form, the tables below reflect the EE profile for the business for the financial year.

Occupational levels 

Note: A = Africans, C = Coloureds, I = Indians and W = Whites

Summary of the Employment Equity Progress Report- Disability Profile at 30 June 2014

Summary of the Employment Equity Progress Report- Workforce Profile at 30 June 2014
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Scope 1 Scope 2 Scope 3

The role that environmental sustainability plays in positioning 
the AfroCentric Group to deliver efficient and affordable 
healthcare is key to the organisation, hence the integration 
of the word “environment” into its strategy and policy. South 
Africa announced in October 2011 in the National Climate 
Change Response White Paper, that SA companies emitting 
more than 100 000 tons of CO2e per year will be expected 
to submit mandatory GHG reports to the Department of 
the Environment. These levels of emissions may be adjusted 
downwards as it is significantly higher than that of most 
other countries.  The next area of impact is the potential 
financial impact on business. South Africa announced that it 

will implement a carbon tax in 2015; this will in effect move 
GHG emissions from the arena of social responsibility into 
one that will have a direct financial impact on business.

AfroCentric is proud to report that it concluded its first 
Greenhouse gas inventory for the Group and that it is 
recognising the importance of climate change to creating 
sustainable healthcare. This corporate inventory will assist 
AfroCentric to consider climate change in its internal 
business decisions and adopt a low-carbon growth strategy, 
necessitated to ensure the realisation of its vision.

Comparison of AfroCentric’s F2012/2013 and F2013/2014 largest contributors per scope
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12 000.00

10 000.00

8 000.00

6 000.00

4 000.00

2 000.00

nF2012/2013   nF2013/2014

OUR SUSTAINABILITY
Environmental Health and Safety ("EHS")

AfroCentric formally reviewed its goals in terms of employee safety as well as 

the environment, which led to the official rebranding of its health and safety 

logo, now incorporating its environmental strategy.
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Scope 1: Direct GHG emissions occur from GHG sources that 
are owned such as the emissions from the combustion of 
diesel and generators, for backup power.

Scope 2: Energy indirect GHG emissions are from the use of 
electricity which was generated in power stations.

Scope 3: Other indirect GHG emissions as a result of a 
combination of employee commuting, business air travel and 
waste. From the GHG inventory calculation it is apparent 
that emissions from electricity consumption (scope 2) is by 
far the largest emissions source and therefore also offers 
the greatest mitigation potential. For this very reason, 
AfroCentric has significantly invested in two of its major 
branches, namely Cape Town and Florida, and had state-of-
the-art air-conditioner management systems installed. The 
most recent installation is currently in test phase in Cape 
Town and promises to yield significant returns, similar to 
what AfroCentric experienced in Florida (electricity savings 
to the value of more than R1 million over the period).

For the second consecutive year, AHL delivered an excellent 
safety performance for the period and managed to reduce 
its TRIR to 1.8 compared to 3.45 for the same period in 2012. 
Lost day cases reduced by 66% and medically treatable 
cases by 30%. New initiatives included the finalisation and 
implementation of a new induction programme and video for 
employees, visitors and contractors which takes on-site risk 
management and awareness to a new level. The significant 
reduction in the organisation's TRIR performance supports 
its strategy of continuous awareness and drive, in terms of its 
very comprehensive and unique EHS policy. The organisation 
is also very fortunate to have a dedicated EHS specialist on 
board that drives compliance on a national basis and recently 
qualified as an OSHAS 18001 International Lead Auditor, one 
of very few in the country.

Recycling

A third fully fledged recycling facility was added to 
AfroCentric’s recycling portfolio during this period and a 
fourth is in process of being opened at its Durban Branch. 
The initiative increased monitored recycled waste by 42% or 
41 tons for the period.

Facilities

AfroCentric is well-positioned for growth in terms of its 
facilities (19 branches) and national footprint and currently 
occupies 45 000 square metres of space. Its flexible and 
well-managed Facilities Department has executed numerous 
complex projects whilst maintaining its responsibility to the 
environment and all associated stakeholders. 

One such project was the revamp of an entire new office 
park in 2014, in order to consolidate 650 employees into 
one location. This was done to create more efficiency 
and to ensure only the best in terms of service delivery to 
our clients. The multi-million rand project was executed 
timeously and with great quality.

AfroCentric in recent times relocated and upgraded no 
less than five of its outlying walk-in branches. The new and 
improved locations/investments will ensure a renewed 
customer-centric experience for our multi-schemed 
organisation and clients, and promises to be the best in the 
market. Child-friendly play areas have been added into the 
standard scope of branches.

nF2012-2013   nF2013-2014

3.45
1.8

Total recordable incidence rate ("TRIR")
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Total recordable incidence rate ("TRIR")

Driven by our vision to create a world of sustainable healthcare, the core 

of our value proposition is a passion for people, health and performance, 

a central theme that permeates all human capital practices. This report 

outlines and focuses on the provisions as set out in the AfroCentric Health 

remuneration policy and documents the reward provisions and associated 

governance throughout Medscheme Holdings, Helios, AfA, AfroCentric Health 

Solutions and Medscheme International.

OUR SUSTAINABILITY
Our Corporate Statement of Remuneration 

The AfroCentric remuneration policy is to ensure consistent 
and equitable application of remuneration throughout the 
organisation in line with strategic objectives. The primary 
aim is to ensure that the Company adequately remunerates 
employees who contribute to the success of the Company. A 
core purpose of the policy is to ensure that the organisation 
achieves an adequate return on investment from employees. 
The remuneration policy aims to be an integral component 
in motivating the employees to remain engaged and focused 
on achieving core business objectives. The remuneration 
practice can, however, not be viewed in isolation of the 
broader human capital strategy. 

Introduction

The remuneration policy includes a number of components, 
namely:

•	 remuneration philosophy and strategic objectives;

•	 remuneration strategy design principles;

•	 performance management;

•	 pay mix;

•	 guaranteed pay;

•	 variable pay – annual short-term incentive bonuses;

•	 Non-Executive Directors’ remuneration;

•	 committee decisions required annually.

Remuneration governance 

The Board has delegated responsibility for the oversight of 
the Group’s remuneration practices to the Remuneration 
Committee (a sub-committee of the AfroCentric Health 
Board). The responsibility of the Remuneration Committee 
is in accordance with its mandate and terms of reference 
which include amongst others the following provisions.  All 
decisions made by the Remuneration Committee consider 

the organisational performance, market conditions, reward 
benchmarking, accountability of the leadership team, 
governance and communication to all stakeholders on 
pertinent information. 

The overarching duty of the Remuneration Committee is 
to ensure proper alignment between the organisational 
strategy, human capital intent and the remuneration  
strategy giving due regard to legislation, King III and  
JSE requirements.

Remuneration philosophy and principles

The organisation is committed to a philosophy that ensures 
consistent and equitable application of remuneration 
throughout the organisation in line with strategic objectives. 
The primary aim is to ensure that the Company adequately 
remunerates employees who contribute to the success of the 
Company. A core purpose of the policy is to ensure  
that the organisation achieves an adequate return on 
investment from employees for the purpose of promoting 
shareholder interest. 

The core remuneration principles play a crucial role in 
guiding reward decisions, policies, processes and practices.

•	 External parity

•	 Internal parity

•	 Legal compliance 

•	 Corporate values

•	 Compliance 

•	 Accountability 

•	 Differentiation

•	 Strategic alignment
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Remuneration design principles

The organisation’s reward philosophy matured over a 
number of years, and is to ensure that employee rewards, 
which are one of the single largest investments, incurred by 
AfroCentric Health, is meaningful to employees and aligns to 
sustainable organisational and individual performance.

Employee reward is invariably one of the single largest 
expenses incurred by any organisation (and it is therefore 
imperative that the principles, strategy, processes and 
governances pertaining to a total reward package 
are carefully considered, well understood and clearly 
documented and communicated.  It is also crucial that “the 
spend” on total reward:

•	 be distributed in such a manner that it supports the 
retention of the necessary skills required to underpin the 
organisational design, which in turn delivers the strategy.  In 
short, the distribution of the pie must be well considered;

•	 be balanced in such a way as to recognise maturing skills 
and facilitate the building of pipelines for succession in 
business critical roles;

•	 be structured in such a manner that supports a culture of 
high performance and more specifically assists to direct 
the energy of the organisation towards achieving both long 
and short-term goals as directly related to the long-term 
strategic sustainability and focus;

•	 be mindful of the other forms of recognition that might 
be required to balance a total reward strategy between 
the tangible and intangible forms of employee motivation 
and morale including but not limited to job satisfaction, 
development and specific informal recognition schemes

The principles, processes, governance and strategy 
pertaining to our total reward package is carefully 
considered and reviewed and benchmarked regularly  
(at least on an annual basis) and adjusted to drive  
optimal performance.

A holistic integrated approach to remuneration strategy is 
adopted which includes the following elements:

•	 Guaranteed pay – pay for performance

•	 Performance management

•	 Variable pay (production incentives and management 
performance-based incentives)

•	 Non-financial rewards and recognition

In relation to the remuneration strategy, focus was placed on 
the following components this financial year:

•	 Focus on the non-financial rewards including redesign 
and enhancement of the employee wellness programme. 
In line with our vision to create a world of sustainable 
healthcare, it is important for the organisation to be 
passionate about its employees' well-being.

•	 To enhance reward practices to ensure the alignment to 
the organisational objectives and the employee value 
proposition, thus ensuring that quality employees are 
attracted and retained.

•	 To continuously review the job outputs and competencies 
required to ensure that the work is correctly documented 
and relevant to the organisational objectives and business 
models and to facilitate the recruitment of the correct 
employee profile and fit together with market-related 
remuneration benchmarking.

•	 Variable pay strategies are constantly reviewed and aligned 
with the organisation's philosophy of pay for performance. 
All variable pay policies have a dependency on individual 
and Group performance.

Performance management principles

The remuneration of all employees inclusive of Executives 
is directly linked to performance indicators as approved 
annually by the Board and reviewed annually. Key financial 
and operational targets are aligned but further more values-
based indicators also form part of the executive scorecard. 

A revised performance management methodology was 
successfully implemented in this financial year which 
included a cascading of objectives to ensure that all 
employees understood their line of sight and contribution 
to the Group objectives. The performance management 
practices were also enhanced with the implementation 
of a quality review process to ensure the correct level of 
objectives are set for various roles aligned to the overall 
strategic intent. Final moderation of performance appraisals 
was also implemented and informs the setting of future 
objectives and targets, thus ensuring the performance bar of 
the organisation and individuals are continuously improved. 

Remuneration mix

Remuneration within the organisation comprises total 
guaranteed package and variable pay, which are clarified 
below. The remuneration mix does, however, vary dependant 
on level and role in accordance to market benchmarks 
and operational context. The organisation's remuneration 
supports the philosophy that individuals should be rewarded 
based on the performance of the organisation. 

Guaranteed pay focus on the delivery of operational needs 
and objectives.

Variable pay for Senior Managers and Executives focus on 
rewarding on the strategic objectives and the achievement of 
financial and non-financial targets and stretched targets.

Where long-term incentives and share-based rewards have 
been issued the focus has been on rewarding long-term 
sustainable performance and mechanisms in the form of 
deferral and forfeitures have been incorporated to  
scheme rules.

Guidelines on guaranteed pay

Total cost to company (“CTC”) has been adopted by 
AfroCentric, of which guaranteed pay is the major 
component, and forms a significant portion of total operating 
costs. It is therefore imperative that guaranteed pay is 
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managed efficiently and wisely. To achieve effective cost 
management, the Company manages guaranteed pay levels 
using CTC, which incorporates base pay, car allowance, 
pension, medical aid and other optional benefits. This 
policy has been adopted to ensure that the cost of the 
remuneration package paid to employees is controlled by 
the Company, and does not include open-ended liabilities 
where the cost of a benefit is determined either by levels 
of utilisation or by external pricing factors. Furthermore, 
CTC represents a generally accepted marked practice for 
remunerating employees and accordingly allows for accurate 
and meaningful benchmarking of remuneration packages.

The Company operates within the healthcare sector with 
a high level of skills shortages in various disciplines, in 
which highly skilled employees are a must to have, and 
yet are usually extremely mobile and sought after, both 
locally and internationally. These employees are thus very 
difficult to motivate, reward and retain. Hence, AfroCentric’s 
remuneration policy is to determine a broadband, 
benchmarked to the market median. This broadband is then 
further segmented into narrow bands. To attract the right 
skill set line managers would make the pay decision as to 
where to pay based on the candidate qualifications and 
competencies. Pay decisions to retain skill would be guided 
by using a differentiation model and mainly based on the 
employee’s long-term performance in that role. 

Taking cognisance that companies have different annual 
review cycles which predominantly are one of January, 
March, July and October, salary data is projected forward 
when the information is pulled from the survey house. 
The projection percentage used is based on influencing 
economic factors and guidance is taken from AfroCentric 
Health’s remuneration consultants. This projection factor 
ensures that we do not lag the market for a number of 
months. All benchmarking is done on the basis of total  
cost to company. Market benchmark data is utilised to 
establish the AfroCentric remuneration structure that is 
market competitive.

Overall increases will typically reflect the market benchmark 
increases, with individual increases varying according to an 
assessment of individual performance.

Remuneration of Executives is determined based on the 
level of accountability, complexity, and nature of the 
role which is sized relative to the organisation's turnover, 
number of employees, market capitalisation, assets, net 
after tax profitability, wage bill and number of employees 
benchmarked to the external market. 

Key principles that govern the remuneration 
of all employees including Executives in the 
Group are:
•	 Base pay based on a cost to company basis which is a 

guaranteed package. This methodology was implemented 
in 2002 and is continually reviewed to ensure that it is 
still best practice for the market and industry in which we 
operate.

•	 Pay for performance methodology, linking executive 
reward to business performance. This methodology allows 
for differentiation of percentage increases based on an 
individual’s contribution/performance. 

•	 Ensure that external parity is maintained to ensure market 
relevance but at the same time that internal equitability is 
balanced and that pay adjustments are made according to 
the affordability of the organisation and ensuring that we 
are able to and attraction and retention factors. 

•	 Aligning Executives to shareholder interest by linking short 
and long-term incentives to performance indicators. 

The following sources are utilised to benchmark to:
PWC Remchannel
Medical State packages including Occupation Specific 
Dispensation factor
21st Century Pay Solutions
PE Corporate Services

Guidelines on variable pay (short term 
incentives)

The general principle of incentives is that it is performance-
based and is discretionary. No employee has the right to be 
paid an incentive.

The intention of the Management Short Term Incentive 
Scheme (“MSTIS”) is to provide AfroCentric Health with a 
mechanism to drive the required behaviour and results, to 
align management to the Group strategy and key objectives 
as well as a mechanism to accelerate AfroCentric’s business 
and financial performance.

The scheme is underpinned by the following objectives:

•	 To drive behaviours that will contribute to the 
achievement of AfroCentric’s strategic objectives; 

•	 To differentiate reward based on an individual’s 
contribution and to reward the top performers within the 
organisation at a higher quantum than others.   

•	 To encourage an integrated “AfroCentric Health” Group 
behaviour that positively contributes to organisational 
performance;

•	 To motivate managers and specialists at equivalent 
level to play a significant role in improving AfroCentric’s 
financial performance;

•	 To ensure value is created for shareholders and 
participants to the MSTIS;

•	 To retain top performers.     

All objectives are confirmed by the committee, which 
satisfies itself that the performance criteria utilised are 
relevant, stretching and designed to enhance shareholder 
value. The committee approves annual management 
performance incentives before their payment.
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The key drivers of the scheme are:

•	 Earnings before interest and taxes ("EBIT") target which 
will be adjusted by market benchmark each year and 
as agreed by the Board and Remuneration Committee 
(“REMCOM”). The EBIT target will be communicated to 
all participants of the MSTIS annually after approval of 
the agreed financials by the Board at the beginning of the 
financial year or as soon as  
possible thereafter. 

•	 Customer satisfaction targets as measured by the overall 
VOC and SLA measurements.

•	 Risk and audit rating as measured by Audit and Risk 
Committee.

•	 Market share growth. 

Below executive level, annual incentive bonuses for senior 
and middle management and key talent are entirely 
discretionary and are paid out at various levels ranging from 
15% to 40% (depending on individual performance) of CTC, 
only if the targeted Group financial performance targets 
have been met. The scheme contains a deferred element and  
specific clauses.

Long-Term Share Based Scheme

The original share allocation as granted to certain Executive 
Directors as part of the warranty conditions, as set out in the 
Sale of Share Agreement between the vendor consortium 
and AfroCentric, as reported in the previous report refers.

Based on the final results and agreement reached between 
the vendor consortium and AfroCentric, 90% of the warranty 
target was achieved. Participants therefore receive 80% 
of their allocated shares as set out in their original share 
allocation letter. 

In order to further incentivise the retention of Executives, an 
offer was extended to all participants who elect to voluntarily 
defer a portion of their 80% allocation.

In return participants were allocated an additional number 
of shares (from the original allocation of 20 million shares) 
if they elected to defer the full 80% allocation or a portion 
thereof. The enhanced allocation of shares (20% balance 
of the original 20 million shares), was conditional based on 
deferral of shares over a period of two to three years.

Non-Executive Directors' remuneration

The Company’s policy on remuneration for Non-Executive 
Directors is that, as a general guideline, this should be:

•	 market-related (having regard to the median fees paid and 
number of meetings attended by Non-Executive Directors 
of companies of similar size and structure to the Company 
and operating in similar sectors); and

•	 The committee takes cognisance of market norms and 
practices, as well as the additional responsibilities placed 
on Board members by new legislation and corporate 
governance principles.

•	 The remuneration of Non-Executive Directors for each 
financial year is reviewed and recommended by the 
committee and approved by shareholders at the Annual 
General Meeting held in January 2015.

•	 The chairman’s remuneration comprises a single 
composite fee which is approved annually in advance, 
to compensate her both for her services as a director of 
AfroCentric Health. This includes her services as a director 
on multiple boards and committees.

All other members receive a fee per meeting attended and 
also dependent on the role fulfilled for the various sub-
committees of the Board. At the Annual General Meeting 
held in February a 10% increase in the Non-Executive 
Directors’ board fees were approved. 

Committee decisions required annually

The following are some of the decisions required to be made 
by the committee (and where appropriate the Board) with 
regard to this remuneration policy:

•	 any adjustments to this remuneration policy document;

•	 annual CTC increases, having regard to, among others: 

 | the overall financial performance of AfroCentric Health;

 | anticipated inflation;

 | anticipated salary increases in the healthcare market 
and the national market;

 | trends in industry;

 | those factors referred to in the guidelines on guaranteed 
pay section above;

 | guaranteed pay levels of all Executives;

 | assessing whether or not the prescribed performance 
criteria have been achieved by the Company and for  
key individuals;

 | company, financial, strategic and operational targets for 
the year ahead.

Remuneration of the three highest paid employees who 
are not Directors
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OUR RISK MANAGEMENT

Surveys

Enterprise Risk Management is described as a formal 
response to corporate risk in the Institute of Risk 
Management of South Africa ("IRMSA") Code of Practice. It 
is considered to be a structured and systematic process that 
is interwoven into existing management responsibilities.

Our Enterprise Risk Management process

AfroCentric’s structured risk management process, which is 
aligned to industry standards, is detailed below:

1 on 1 interviews Workshops Meetings ERM agenda

Identify risks based on strategic, tactical and operational objectives

Risk register

Quantify risks based on probability, impact and control effectiveness

Evaluate and rank the risks

Risk  
Acceptance Accept/

Retain

Reduce 
Impact 

Reduce 
Probability Avoid Transfer Maximum 

Opportunity

Consider costs and benefits

Recommend treatment and consider risk opportunity

Select treatment and risk opportunity strategies

Prepare risk mitigation and opportunity strategies and plans

Reduce 
Impact 

Reduce 
Probability Avoid Transfer Maximum 

Opportunity

Risk  
Acceptance Accept/

Retain

Yes

Yes

No

No

AfroCentric Group, like all entities, faces uncertainty and 
the challenge for management is to determine how much 
uncertainty to accept, as it strives to grow shareholder 
value.  Uncertainty presents both risk and opportunity, with 
the potential to erode or enhance value. Enterprise Risk 
Management enables management to effectively deal with 
uncertainty and associated risk and opportunity, enhancing 
the capacity to build value. AfroCentric’s value is maximised 
when management sets objectives to strike an optimal 
balance between growth and related risks, and effectively 
deploys resources in pursuit of the entity’s objectives.
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 Our Enterprise Risk Management governance structure

Risk responsibilities

The Board is responsible for:
•	 The governance of risk
•	 The determination of the levels if risk tolerance
•	 Ensuring that risk assessments are performed on a  

continual basis
•	 Ensuring that management considers and implements 

appropriate risk responses
•	 Ensuring continual risk monitoring by management

The Risk Committee

•	 The Risk Committee assists the Board in carrying out its  
risk responsibilities.

For more information on the responsibilities of the Risk 
Committee, please refer to page 103.

The Risk Champion

•	 Monitors risks;
•	 Promotes risk management awareness within his/her 

departments;
•	 Assists in entrenching a culture of managing risks.

Risk and Internal 
Audit Forum

Board of Directors

Risk Management 
Committee

AHL Group Executive 
Committee

Executive Enterprise Risk 
Management Committee

Business Unit/Divisional 
Enterprise Risk 

Management Committee

Chaired by respective 
Managing Directors

Risk Champion 
Forum

The three lines of defence governance model

AfroCentric adopts the use of the ‘three lines of defence’ 
governance model as a key principle of risk management. 
The three lines of defence model is designed to promote 
risk ownership, transparency, accountability and consistency 
within the risk governance process through the clear 
identification and segregation of roles.

Line 1

The ‘first line of defence’ consists of the day-to-day 
management and operation of the business and requires that 
line management within the business have primary 'first line' 
responsibility for managing, monitoring and assessing risk.

Line 2

The ‘second line of defence’ – provided by the Risk Function 
and other specialist functions – develops appropriate 
risk management framework, facilitates and monitors the 
implementation of effective risk management practices 
by the first line and assists the risk owners in defining the 
target risk exposure and reporting adequate risk-related 
information in the Group.  Note that many specialist 
functions (e.g. HR, IT, Compliance) have both operational and 
policy-setting roles, and so straddle both first and second 
lines of defence. The second line of defence, when assisting/
advising the first line of defence, should not:

•	 become a decision-maker in the first line;

•	 become responsible for activities carried out by the first line;

•	 become involved in monitoring in assessing its own work.

Line 3

The ‘third line of defence’ provides independent assurance 
on the risk management and business processes in 
the first and second lines.  This includes evaluating 
whether the financial statements of AfroCentric and 
its subsidiaries comply with the relevant statutory and 
regulatory requirements, assessing the extent to which risk 
management and governance practices are effective and 
assessing whether the systems of control are functioning  
as intended.

 

1st line of defence 2nd line of defence 3rd line of defence

BOARD / BOARD COMMITTEES / EXECUTIVE COMMITTEES

Risk management Risk oversight Independent assurance

For more details on our risk management, please visit our website on www.afrocentric.za.com
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Stakeholder engagement

Whilst all stakeholder relationships are important to our 
business, the following stakeholders are considered the most 
material and relevant and thus form the basis for the Group’s 
Integrated reporting framework and the material issues to 
be reported on. These stakeholders have been identified by 
management and are engaged with on an ongoing basis as 
described further.

OUR KEY RELATIONSHIPS
How we engage with our stakeholders                                                                                                  

Methods of communication: Company websites, meetings, 
SENS, AGM, Annual Report, announcements, analyst 
meetings on request and a dedicated investor relations 
function.

Customers

Our customers are pivotal to our sustainability as they 
provide the cash flow and means for business growth 
and profit generation. All companies within the Group 
are focused on our customers and their relationship 
management by engaging with them consistently and with 
dedication. Various methods of engagement are used to 
ensure that our customers receive quality service and the 
level of satisfaction that they need.

Information in this Integrated Annual Report: The products 
and services available, Group structure, an understanding 
of our business and successful performance, and our vision, 
mission and values are reported throughout the Integrated 
Annual Report.

Methods of communication: Customer care departments, call 
centres, review of customer experiences, quality assurance 
department, social media, dedicated fund managers, 
marketing and advertising, mobile applications, Company 
websites, walk-in customer centres.

Employees 

Our most valuable asset is our employees who are a 
highly skilled and experienced group of individuals. The 
sustainability of our business depends on our employees as 
they provide the innovation, service and dedication required 
to grow our business into the future. With this in mind we 
engage with our employees on an almost daily basis in one 
form or another.

Information in this Integrated Annual Report: The growth 
and sustainability of our business is reflected throughout 
the Integrated Annual Report. Specific initiatives relating 
to employees are reflected on page 81 of the Sustainability 
report and the Remuneration report is available on page 91.

Methods of communication: Intranet, CEO Roadshows, 
training and development, open door policy, induction 
programs, newsletters, human capital bulletins, screen 
savers, annual award dinners, ad hoc meetings and 
presentations.

Shareholders

Shareholders are our valued partners in business who have 
invested in the Group for its sustainable future. The Group’s 
major shareholders are actively involved on the Board of 
Directors and they provide a wealth of knowledge gained 
over many years of experience in business and industry. 
The information distributed by the Group to the market and 
shareholders via our various communication methods allows 
us to keep our shareholders up to date and also provides  
the contacts and encouragement for feedback from  
our shareholders.

Information in this Integrated Annual Report: An 
understanding of our business and the ongoing, successful 
performance of the Group, as well the sustainability 
measures in place, have been reported throughout the 
Integrated Annual Report.

shareholders

employees

customers
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CORPORATE GOVERNANCE
Approach to Governance                                                                                                  

Philosophy

AfroCentric Investment Corporation Limited (“AfroCentric”) 
is a diversified, investment holding group that is committed 
to sound corporate governance and compliance with 
regulations and governance principles.

Corporate governance guides the Directors, management 
and operations of the Group to instil a culture of 
responsibility, accountability, integrity, ethics and respect.

The Board manages corporate governance and the execution 
thereof through the various committees.

These committees monitor the proper operation of the structures 
and systems of the Company and report to the Board.

In assisting the Board in discharging its responsibilities, the committees provide comprehensive reporting and 
recommendations, ensuring transparency and full disclosure. This also provides the Board with internal and 
external indicators that allow it to formulate relevant strategy and mitigate risk.

APPLICABLE GOVERNANCE STRUCTURE 
Applicable and relevant structures and systems 

are in place and actively managed to ensure 
compliance with relevant regulations and laws

Audit 
Committee

Risk 
Committee

Remuneration 
Committee  

and 
Nomination 
Committee

Investment 
Committee

Social and 
Ethics 

Committee

Transformation 
Steering 

Committee

AfroCentric
Board of Directors

Responsibility

The Board of Directors is at all times aware of the importance 
of sound corporate governance and the correlation between 
sound corporate governance and profitability.

The Board is of the opinion that the Group complied in all 
material respects with the provisions of the King Code of 
Governance Principles (“King III”), the Companies Act and 
the corporate governance provisions in the JSE Listings 
Requirements during the year under review and where 
full compliance has not been achieved, these have been 
disclosed in this report as required. 
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Governance events during the period

Board of Directors: The Board has appointed Garth 
Napier as the Lead Independent Non-Executive Director of 
AfroCentric Investment Corporation Limited in accordance 
with the King III Code of Good Corporate Governance. Garth 
is available to shareholders who have concerns that cannot 
be addressed through the Chairman. As Lead Independent 
Director, he also provides a sounding board for the Chairman 
and serves as an intermediary for other Directors if 
necessary.

Company Secretary: Wilbert Mhlanga has been appointed 
as the Company Secretary for AfroCentric Investment 
Corporation Limited with effect from 1 March 2014.

Audit Committee: During the year under review, a formalised 
Audit Committee Charter was reviewed and was approved 
by the Audit Committee.

The Board 

Board of Directors

The Directors aim to be transparent, impartial and 
independent when performing the duties of a Director.

The Board’s roles and responsibilities are formally 
documented in its Charter. The AfroCentric Board Charter is 
aligned to the key principles of King III, the Companies Act, 
2008 and the revised Memorandum of Incorporation (“MOI”) 
of the Company.  

Operational responsibility for the Group’s subsidiary 
companies has been delegated to the individual Boards 
which are accountable for the ongoing management of  
those businesses.

The Board exercises leadership and judgement in directing 
the Group to achieve sustainable growth and to act in the 
best interest of the Group and its stakeholders. The Board 
Charter clearly sets out the Board’s objectives, role and 
composition, and defines practices relating to leadership, 
induction, remuneration, meetings, share dealings, 
communication, internal audit, code of ethics as well as 
evaluation and performance. 

Board Charter 

A formal Board Charter defines the roles and responsibilities 
as follows: 

•	 The Board’s composition and procedures for appointments 
of Directors

•	 The balance of powers 

•	 The roles and responsibilities of the Board 

•	 The committees of the Board 

•	 Relationship with stakeholders

•	 Performance of the Board 

•	 Administration of Board proceedings 

Board composition

The Board consists of 10 Directors with a split between two 
Executive salaried Directors and eight Non-Executives. Of 
the eight Non-Executives, two are independent. The Board 
has appointed Mr Garth Napier as the Lead Independent 
Non-Executive Director on 2 July 2014.

The recommendation in terms of King III and the JSE 
Listings Requirements is that the majority of Non-Executive 
Directors be independent and therefore the Board is 
partially compliant. Due to majority of Directors being 
Non-Executive Directors measures are in place to increase 
the number of Independent Non-Executive Directors to 
be aligned to the governance requirements. The Board 
has therefore undertaken additional steps by appointing a 
Lead Independent Non-Executive Director as the current 
Chairman is a Non-Executive Director. The Board is satisfied 
that each Non-Executive Director plays a key role in the 
functioning of the Group and has highly sought after insight 
of the industry in which the Group trades. On this basis, 
the Board is of the opinion that the collective knowledge, 
expertise and experience of these Non-Executive Directors 
is in the best interest of all stakeholders and that the Non-
Executive Directors have the necessary skills and expertise to 
act in an independent manner that is in the best interests of 
the Company.

Each Director plays a key role in the functioning of the Group 
and has highly sought after experience and knowledge of the 
industry in which AfroCentric trades. The Directors provide 
the objectivity and a range of skills and experience necessary 
for the Board to function effectively. 

Risk and Transformation Committees don’t operate at 
the Company level. The Board instead relies on the sub-
Committees of AfroCentric Health Limited (“AHL”), the 
majority subsidiary with a 94.1% shareholding, and entrusts 
them to function and operate as intended whilst updating 
the Board as to any material matters.

AfroCentric Committees 
(Company)

AHL Committees 
(Subsidiary)

As required by King III and the JSE Listings Requirements, 
the roles of the Chairperson and CEO are separate and 
clearly defined. 

The Chairperson is a Non-Executive Director but is not 
independent as recommended by King III and the JSE 
Listings Requirements. A Lead Independent Non-Executive 
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Director has been appointed in compliance with King III and 
the JSE Listings Requirements. The Board is of the opinion 
that the Chairperson has the necessary experience and 
expertise to act in an independent manner that is in the best 
interest of the Company. The Chairperson has a clear division 
of her role and responsibilities. 

Directors' Independence

The recommendation in terms of King III and the JSE 
Listings Requirements is that the majority of Non-Executive 
Directors be independent.  Although the Board is only 
partially compliant in this regard, the determination is 
that each Non-Executive Director plays a key role in the 
functioning of the Group and has highly sought after insight 
of the industry in which the Group trades. On this basis, 
the Board is of the opinion that the collective knowledge, 
expertise and experience of these Non-Executive Directors 
is in the best interest of all stakeholders and that the Non-
Executive Directors have the necessary skills and expertise 
to act in an independent manner that is in the best interests 
of the Company.

The Directors provide the objectivity and range of skills and 
experience necessary for the Board to function effectively. 

As required by King III and the JSE Listings Requirements, 
the roles of the Chairperson and CEO are separate and 
clearly defined. 

The Chairperson is a Non-Executive Director but is not 
independent.  However, the Board is of the opinion that the 
Chairperson has the necessary experience and expertise to 
act in an independent manner that is in the best interest of 
the Company. The Chairperson has a clear division of her 
role and responsibilities. 

A Lead Independent Non-Executive Director has recently 
been appointed to meet the requirements of both King III 
and the JSE Listings requirements.

Responsibilities of the Chairperson 

The Chairperson ensures that no single individual has 
unfettered powers of decision-making and authority, thus 
ensuring that stakeholder interests are protected.

Per the Board Charter, the primary function of the 
Chairperson is to preside over meetings and to ensure the 
proper functioning of the Board.

In addition the Chairperson has the following 
responsibilities:

•	 Together with the Company Secretary, formulate a 
Board work plan with the agreed goals and objectives 
as determined by the Board;

•	 Oversee the appointment, induction and education  of 
Directors in accordance with legislative requirements, 
best practice standards and Executive performance 
management;

Demographics

The Board consists of 10 Directors with a split between two 
Executive salaried Directors and eight Non-Executives. Of 
the eight Non-Executives, two are independent. The Board 
has appointed Mr Garth Napier as a Lead Independent Non-
Executive Director on 2 July 2014.
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•	 Manage the performance of the Group CEO and 
Group FD through mentorship, support and regular 
performance dialogue;

•	 Oversee the implementation of succession planning for 
the Group CEO and senior management;

•	 Oversee the regular evaluation of the performance of 
the Board and the Directors;

•	 Ensure that all Directors are aware of their fiduciary 
responsibilities;

•	 Ensure that all relevant information and facts are placed 
before the Directors to enable them to make informed 
decisions;

•	 Together with the Group CEO, maintain relations with 
important stakeholders and stakeholders of the Board.

Board evaluation and performance

AfroCentric undertakes annual Board and Board 
Committee evaluations, including individual evaluations of 
the Chairperson and each Director, as recommended by 
King III.

The Board is of the opinion that the Chairperson has 
the necessary experience and expertise to act in an 
independent manner that is in the best interests of  
the Group.

The Directors are recognised as having unique expertise 
and prestigious standing in South African business, and 
the Company is confident that its Directors have the 
necessary expertise and experience to fulfil their duties and 
responsibilities.

The Directors receive training and development,  
when required. 

The independence of long-serving Non-Executive Directors 
is informally assessed on an annual basis by the Board. 
The Board concluded that these Directors remain correctly 
categorised as independent.

A formal evaluation questionnaire has been developed for 
all Directors and is in the process of being implemented, in 
order to assess performance and independence, if relevant.

Election and rotation of Directors

Directors are appointed by the Board in a formal and 
transparent manner. The Remuneration and Nominations 
Committee considers suitable candidates and nominates 
persons for appointment as Directors to the Board. 

Non-Executive Directors are selected based on their  
skills, business experience and qualifications, while gender  
and racial diversity are also considered in appointing  
new Directors.

An induction programme exists for newly appointed 
Directors to familiarise themselves with the Group’s 
operations, structure, sustainability and business 
environment. The programme also outlines the fiduciary 
and statutory duties to be performed by the Director.

One-third of the Directors are required to retire by rotation 
at the AGM of shareholders, although they may offer 
themselves for re-election. Directors appointed during the 
period are required to have their appointments ratified at 
the following AGM. 

Directors have no fixed term of appointment and no 
retirement age has been fixed. 

Board meetings

The Board Charter requires the Board to meet no less than 
four times a year and additional meetings are convened 
when necessary. 

All Board meetings are convened by formal notice and 
supporting documentation is distributed to all Directors 
at least five working days before Board meetings to allow 
for adequate preparation, and to facilitate more relevant 
discussion at these meetings. 

The Board is entitled to execute Board business, where 
appropriate, via round robin resolution, to ensure continuity 
in the Board's relationship with the Company.

Six Directors constitute a quorum at Board meetings, 
provided that a majority of the Directors present are Non-
Executive.

Decisions taken at Board meetings are decided by a 
majority of votes, with each Director having one vote.

Directors have full access to all Group information and 
are entitled to obtain independent professional advice at 
the Group’s expense, after consulting with the Chairman. 
Directors also have direct access to management and may 
meet with management
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Conflicts of interests

Directors are required to declare their personal financial 
interests, and those of related persons, annually, in terms of 
the Companies Act and the MOI.

Based on these declarations, no Directors had a material 
interest in any transaction with the Group during the financial 
period, other than the interests disclosed in Note 39.2 of 
the annual financial statements and shareholding as per the 
shareholders’ analysis on pages 119 to 120.

Dealings in securities

The Company Secretary annually advises Directors of 
the relevant provisions of the Financial Markets Act 19 of 
2012 and the JSE Listings Requirements regarding the 
prohibitions regarding dealing in the Company’s shares 
or encouraging dealing by others, while in possession of 
non-public, price-sensitive information, or disclosing this 
information.

Directors are prohibited from dealing in the Group’s shares 
during two formal closed periods. The closed periods 
commence approximately two weeks before the end of the 

interim (December) and annual (June) financial periods and 
end 24 hours after the financial results are disclosed on the 
JSE’s news service, SENS.

Restrictions may also be placed on share dealings at 
any other time if Directors have access to price-sensitive 
information which is not in the public domain. 

All share dealings by Directors, Executives, the Company 
Secretary and any designated persons in possession of 
price-sensitive information, require prior written approval. 
In terms of the JSE Listings Requirements, the Company 
Secretary is advised of the share dealings by the Directors 
and notifies the JSE and the investment community through 
SENS within 48 hours of the trade being effected.

Company Secretary

On 3 June 2013 the independent company, Statucor (Pty) 
Ltd, was appointed to provide the services of the Company 
Secretary and resigned on 28 February 2014.

Wilbert Mhlanga was appointed the Company Secretary on 
01 March 2014. Wilbert is a Fellow Member of the Institute of 
Chartered Secretaries and Administrators and a Member of 
the Institute of Directors.

The Directors have direct access to the Company Secretary, 
who provides guidance to the Board as a whole and to 
individual Directors with regards to how their responsibilities 
should be discharged. 

The Company Secretary is responsible for the induction of 
new Directors and the ongoing training of all Directors.

Assistance is provided to the Chairman and CEO in setting 
the annual Board plan and Board agendas as well as in 
formulating governance and Board-related issues. 

The Board has performed an assessment, conducted by the 
Chairman, and is of the opinion that the Company Secretary 
has the required competence, knowledge and experience 
to carry out the duties and responsibilities and is suitably 
independent of the Board.

Board committees 

The AfroCentric Board takes cognisance of the fact that it is 
ultimately accountable and responsible for the performance 
and affairs of the Group. The Board delegated certain 
authorities to the Board Committees in order to manage the 
affairs of the Board, but this in no way absolves the Board, 
and its Directors, from the obligation to carry out their 
fiduciary duties and responsibilities. 

Meeting attendance 

Afrocentric IAR 2014 Final.indd   102 2014/11/21   02:16:11 PM



03. OUR OPERATIONS 103

Risk Committee

Through the Risk Committee the Board is able to guide 
efforts aimed at meeting risk management expectations and 
requirements. Together with the Company’s Risk Manager, 
review any and all risks that could have a significant impact 
on the Company’s business; 

The committee comprises two Independent Non-Executive 
Directors, one of whom is the Chairperson, and two 
Executive Directors.  King III and the Companies Act require 
that the Committee comprises majority Independent Non-
Executive Directors including the Chairperson.  At this time 
the Group does not comply with these requirements and 
accepts the composition of the committee.

The Risk Committee exists only at the AfroCentric Health 
level as this is where the management of risks is required for 
the operating activities of the Group. Any significant risks 
identified by the AHL Risk Committee are escalated to the 
ACT Audit Committee.

All Board Committees operate under written terms of 
reference (the Charter) which is approved by the Board. Each 
quarter, all committee chairpersons report to the Board, 
either with a written report or verbally, on recent committee 
activities. Board committees are permitted to receive 
independent, professional advice, as and when deemed 
necessary. There is full disclosure and transparency from 
these committees to the Board.

Audit Committee

The Audit Committee has an independent role from 
management and is accountable directly to the Board 
and the members collectively possess the knowledge 
and experience necessary to diligently execute their 
responsibilities.

The committee comprises two Independent Non-Executive 
Directors, one of whom is the Chairperson, and one 
Non-Executive Director. The Board will be appointing an 
Independent Non-Executive Director to the Audit Committee 
in order to fully comply with governance requirements of at 
least three Independent Non-Executive Directors.

The Audit Committee Charter outlines the purpose and 
responsibilities as:

•	 Review the interim and year-end financial statements, and 
provide a recommendation to the Board regarding such 
financial statements; 

•	 Review the external audit reports and supply guidance 
for the use of the external auditor for non-audit services; 

•	 Review internal audit and risk management functions and 
reports with recommendations being made to the Board 
when necessary; 

•	 Receive and deal appropriately with any concerns or 
complaints, whether from within or outside the Company, 
or on its own initiative, relating to: 

 | the accounting practices and audit functions of the 
Company; 

 | the content and auditing of the Company’s financial 
statements; 

 | the internal financial controls of the Company; or 

 | any related matter; 

•	 Review the effectiveness of the Group’s systems of 
internal control, internal audit and risk management; 

•	 The committee monitors the following and ensures that: 

 | Financial statements are prepared in accordance  
with IFRS; 

 | Internal financial controls are in place and that 
AfroCentric is a going concern and when appropriate 
makes recommendations; 

 | The external auditor is independent, that the audit 
fees (including non-audit services) are fair and 
reasonable, and nominates the appointment of  
an auditor; 

 | There is an effective risk management process  
in place; 

 | That the Financial Director has the necessary 
expertise and experience; and 

 | AfroCentric is represented on the critical sub-
Committees of the Boards of its subsidiaries  
and/or associates.

Meeting attendance 

The Audit Committee meets on an ad hoc basis as required, 
but at least twice a year
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Remuneration and Nominations Committee

The Remuneration and Nominations Committee is mandated 
with oversight regarding new Board appointments and 
developing policy on remuneration.

The committee comprises three Non-Executive Directors, 
one of whom is the Chairperson.  The composition of the 
committee is required to be a majority of Independent 

Non-Executive Directors. The Group does not comply with 
these requirements and, for the time being, accepts the 
composition of the committee.

In terms of its Charter, the committee is tasked with 
developing a formal process for reviewing the balance and 
effectiveness of the Board, identifying the skills needed, 
and those individuals that might provide such skill, in a fair 
and thorough manner, thus ensuring that the Board remains 
effective and focused.

It is also called upon to develop a policy on Executive 
remuneration and for determining the remuneration 
packages of individual Directors and senior management. 
The committee should have access to independent surveys 
and consultants. The financial reward offered by a company 
should be sufficient to attract people of the required calibre.

Remuneration
•	 Agree and develop the Company’s general policy on 

Executive and Senior Management and staff remuneration. 
This general policy will be advised to shareholders in order 
for such shareholders to pass a non-binding advisory vote 
on AfroCentric’s annual remuneration policy; 

•	 Determine specific remuneration packages for Executive 
Directors of the Company;

•	 Identify the criteria necessary to measure the performance 
of Executive Directors in discharging their functions and 
responsibilities;

•	 Review (at least annually) the terms and conditions of 
Executive Directors' service agreements, taking into 
account information from comparable companies where 
relevant.

Nominations
•	 Formulate and adopt a clear, transparent process for the 

selection, nomination and appointment of Directors to 
the Board;

•	 Make recommendations to the Board on the appointment 
of new Executive and Non-Executive Directors, including 
making recommendations on the composition of the 
Board and the balance between Executive and Non-
Executive Directors appointed to the Board;

•	 Put in place succession plans, particularly for the 
Chairperson and the Chief Executive Officer;

•	 Liaise with the Board in relation to the preparation of the 
committee’s report to shareholders, as required.

Additional
•	 Determine any grants to Executive Directors and other 

senior employees made pursuant to the Company’s 
executive share scheme(s);

The Risk Committee Charter sets out the following duties 
and responsibilities:

•	 Review the Risk Management reports with regards to the 
adequacy and overall effectiveness of the Company’s 
risk management function and its implementation by 
management. Review risk in its widest sense including 
the following: 

 | Technology risk; 

 | Disaster recovery plan; 

 | Operational risk; 

 | Prudential risk; 

 | Reputational risk; 

 | Competitive risk; 

 | Legal risk; 

 | Compliance and control risk; 

 | Concentration of risk across a portfolio dimensions; 

 | Asset valuation risk; 

 | Other appropriate risk to the Company; 

•	 Review adequacy of insurance cover; 

•	 Review risk identification and measurement 
methodologies; 

•	 Monitor processes and procedures to deal with and review 
the disclosure of information to clients; and 

•	 Formulate criteria for the appointment of a Risk Manager 
and terms of reference for the Risk Management 
Department.

The AHL Risk Committee meets on an ad hoc basis as 
required, but at least twice a year
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Transformation Committee

The Transformation Committee exists only at the 
AfroCentric Health level as this is where the management 
of transformation and BEE is required for the operating 
activities of the Group.

The committee comprises one Independent Non-Executive 
Director and eight Executive Directors. The Chairperson is  
Y Motsisi, Executive Director, Medscheme Holdings, Branding 
and Communication, who has resigned effective 30 June 
2014. A new chairperson will be appointed accordingly.

The Transformation Committee is responsible for driving 
transformation and BEE compliance across the Group:

•	 Monitoring and reporting on performance against the 
BBBEE scorecard;

•	 Identifying any out-of-line situations, identifying the 
cause and agreeing on an action plan to remedy the out-
of-line situation;

•	 Measuring performance against key competitors;

•	 Report on implemented initiatives and projects, 
progress and whether the initiatives assist in achieving 
transformation objectives.

Social and Ethics Committee 

The Social and Ethics Committee is constituted as a 
Statutory Committee in terms of the Companies Act and as 
approved by the Board.

The committee comprises two Independent Non-Executive 
Directors, one of whom is the Chairperson, and one Non-
Executive Director.

•	 To coordinate its activities with the Chairperson of the 
Board and the Chief Executive Officer as well as consult 
with them in formulating the committee’s remuneration 
policy and when determining specific remuneration 
packages;

•	 To advise the Board on the broad framework and costs of 
Executive remuneration;

•	 Where appropriate, to consult with other non-executive 
Directors;

•	 To formulate and recommend a corporate statement of 
remuneration philosophy which will be reported in the 
Company’s Annual Report.  

Meeting attendance

The Remuneration Committee meets on an ad hoc basis as 
required, but at least twice a year.

Investment Committee

The committee comprises three Non-Executive Directors, 
one of whom is the Chairperson.  

The Investment Committee meets on an ad hoc basis as 
required.  During the year under review the committee held 
regular, informal meetings.

The duties and responsibilities of the Investment Committee 
include:

•	 Considering commitments, acquisitions or disposals in 
the Group; 

•	 Considering initial investments in the Group; 

•	 Considering any other investment above the amount of 
R5 million; 

•	 Performing such other investment-related functions as 
may be designated by the Board from time to time; 

•	 Considering the viability of the capital project and/or 
acquisition and/or disposal and the effect it may have on 
the Group’s cash flow, as well as whether it will align to 
the Group’s overall strategy; and

•	 Ensuring that due diligence procedures are followed 
when acquiring or disposing of assets.

No material acquisitions satisfied the investment criteria of 
the committee, during the period under review, and thus 
none were approved.

The Investment Committee meets on an ad hoc basis as 
required, but at least twice a year.
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The Social and Ethics Committee is mandated with:

Monitor the Company’s activities, having regard to relevant 
legislation, codes of practice, and with regard to matters 
relating to:

•	 social and economic development, including the Company’s 
standing in terms of the goals and purposes of –

 | the 10 principles set out in the United Nations Global 
Compact Principles;

 | the OECD recommendations regarding corruption; 

 | the Employment Equity Act;

 | the Broad-Based Black Economic Empowerment Act;

•	 Good corporate citizenship, including the Company’s;

•	 The promotion of equality, prevention of unfair 
discrimination, and reduction of corruption;

•	 Contributing to the development of the communities in 
which its activities are predominantly conducted; 

•	 Recording of sponsorships, donations and charitable 
giving;

•	 Health and public safety, including the impact of the 
Company’s activities and of its products or services on 
the environment;

•	 Consumer relationships, including the Company’s 
advertising, public relations and compliance with 
consumer protection laws;

•	 Labour and employment considerations, including the 
Company’s standing in terms of the International Labour 
Organisation Protocol on decent work and working 
conditions;

•	 The Company’s employment relationships, and its 
contribution toward the educational development of  
its employees;

•	 Consulting with the Company’s Social and Ethics 
Advisory Panel with respect to any matter within the 
mandate of the committee;

•	 To report annually to the shareholders at the Company’s 
Annual General Meeting on the matters within its 
mandate.

Meeting attendance
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Internal Audit
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Information security and governance

Information Security (“Infosec”) Governance, Risk and 
Compliance (“GRC”) management

Within the ACT Group, the AHL Information Security Policy 
regulates the governance of all our clients’ information which 
is supported by the AHL Enterprise Risk Management Policy 
and Framework which deals with risks and opportunities 
affecting value creation or preservation and is defined 
as follows with reference to COSO (“the Committee of 
Sponsoring Organisations of the Treadway Commission”):

“Enterprise Risk Management is a process, effected by an 
entity’s board of directors, management and personnel, 
applied in strategy setting and across the operations of 
the enterprise, designed to identify potential events that 
may affect the entity, and manage risk to be within its risk 
appetite, to provide reasonable assurance regarding the 
achievement of entity objectives.”

The Group’s IT subsidiary, Helios IT Solutions, follows a three 
tier risk-based approach as depicted in the diagram below 
to ensure that Information Security is properly governed and 

aligned to support business requirements for IT governance, 
risk management, service delivery and compliance.

Strategic level:  Sufficient direction at a strategic level to 
reduce the likelihood and impact of harm caused to the 
business as a result of a loss of confidentiality, integrity or 
availability of information. 

Management level: IT Risk Management is an interactive and 
collaborative process which contributes to the improvement 
of IT security controls across the AfroCentric Group. 

Technical level: Implementation and maintenance of IT 
operational and technical security controls that are required 
to protect the IT infrastructure and the information residing 
on information assets throughout the life cycle of an IT 
system and/or application to manage any possible risks.

The responsibility for the assurance of the effectiveness of 
the controls in place to govern the security of information 
within the AHL Group exists within the portfolios of the Audit 
Committee and the Risk Committee portfolios.
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King III gap analysis

Compliance

The Group has a dedicated Legal, Governance, Risk and 
Compliance department. 

The Group is not aware of any material issues of non-
compliance during the year under review.

Currently all Board and Committee Charters are being 
reviewed and updated for the next financial year.

Aspiration

“Good governance is essentially effective leadership.  
Leaders should rise to the challenge of modern governance.  
Such leadership is characterised by the ethical value of 
responsibility, accountability, fairness and transparency and 
based on moral duties that find expression in the concept of 
Ubuntu.  Responsible leaders direct company strategies and 
operations with a view to achieving sustainable economic, 
social and environmental performance.”

King III

Principle 
number

Description Exception where  there is partial 
compliance

Mitigating factors and management plan where 
applicable

2.18 The Board should comprise 
a balance of power, with a 
majority of Non-Executive 
Directors. The majority of 
Non-Executive Directors 
should be independent.

The majority of  Non-Executive 
Directors are not independent.

The Board is satisfied that each Non-Executive 
Director plays a key role in the functioning of the 
Group and has highly sought after insight of the 
industry in which the Group trades. On this basis, 
the Board is of the opinion that the collective 
knowledge, expertise and experience of these 
Non-Executive Directors is in the best interest of all 
stakeholders and that the Non-Executive Directors 
have the necessary skills and expertise to act in an 
independent manner that is in the best interests of 
the Company.

2.22 The evaluation of the Board, 
its committees and the 
individual Directors should be 
performed every year.

The evaluation has been done 
informally.

Formal Board evaluation has been scheduled to 
take place during the next financial year.

3.6 The Audit Committee should 
satisfy itself of the expertise, 
resources and experience 
of the Company’s finance 
function.

The evaluation has been done 
informally.

Formal Board evaluation has been scheduled to 
take place during the next financial year.

5.1 The Board should be 
responsible for information 
technology ("IT") governance.

Formal IT governance structures 
are in place but currently the 
Group is working on updating 
its policies and frameworks 
to formally include ethical IT 
governance and awareness in a 
common IT language.

Formal IT governance structures are in place but 
currently the Group is working on updating its 
policies and frameworks to formally include ethical 
IT governance and awareness in a common IT 
language.

5.2 IT should be aligned with 
the performance and 
sustainability objectives of the 
Company.

IT is informally aligned with the 
performance and sustainability 
objectives of the Company

The alignment of IT with the performance and 
sustainability objectives of the Company will be 
formalised.

9.3 Sustainability reporting 
and disclosure should be 
independently assured.

Sustainability reporting and 
disclosure is dealt with internally 
by management, the Social and 
Ethics Committee and the Board.

Independent assurance is planned for the next  
financial year.
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GROUP ANNUAL  
FINANCIAL STATEMENTS
for the year ended 30 June 2014

Preparation of the annual financial statements

The Group annual financial statements of AfroCentric Investment Corporation Limited (“AfroCentric”) for the year ended 30 
June 2014 were prepared by H Boonzaaier CA(SA), General Manager: Group Finance, AfroCentric Health Limited and were 
reviewed by WRC Holmes CA(SA), Chief Financial Officer of AfroCentric Investment Corporation Limited.

Company information

Registration number: 1988/000570/06

Registered address: 37 Conrad  Road 
Florida North
Roodepoort
1709

Postal address: Private Bag X34
Benmore
2010

Auditors: SizweNtsalubaGobodo Inc.
20 Morris Street
Woodmead
2191

PricewaterhouseCoopers Inc.
2 Eglin Road
Sunninghill 
2157

Company secretary: Statucor (Pty) Ltd 
22 Wellington Road
Parktown
2193 
(from 1 July 2013  to 28 February 2014)

Wilbert Mhlanga 
AfroCentric Investment Corporation Limited
(from 1 March 2014)
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The Directors are responsible for the preparation, integrity 
and fair presentation of the annual financial statements of 
the Group as presented on pages 123 to 188. These annual 
financial statements have been prepared in accordance with 
IFRS, the Companies Act and the JSE Listings Requirements; 
and include amounts based on judgements and estimates 
made by management.

The Directors are also responsible for the Group’s system 
of internal financial controls. These controls are designed 
to provide reasonable, but not absolute, assurance as to 
the reliability of the annual financial statements, and to 
adequately safeguard, verify and maintain accountability of 
the assets and to prevent and detect misstatement and loss. 

Based on results of the reviews of the internal financial 
controls conducted by the internal audit function during 
the 2014 financial year and considering the information and 
explanations provided by management and discussions with 
the external auditor on the results of the audit, and assessed 
by the Audit Committee, nothing has come to the attention 
of the Directors to indicate that any material breakdown 
in the functioning of the overall system of controls has 
occurred during the period under review.

The going concern basis has been adopted in preparing the 
annual financial statements. The Directors have no reason 
to believe that the Group will not be a going concern in 

the foreseeable future based on review of forecasts and 
budgets and available cash resources. The annual financial 
statements support the viability of the Company and the 
Group. Furthermore the Group has secured banking facilities 
which are in excess of the Group's funding requirements for 
the foreseeable future.

The annual financial statements have been jointly audited by 
PricewaterhouseCoopers Inc. and SizweNtsalubaGobodo 
Inc., which are independent accounting and auditing firms, 
which were given unrestricted access to all financial records 
and related data, including minutes of all meetings of the 
shareholders, the Board of Directors and committees of the 
Board. The Directors believe that all representations made to 
the auditor during the audit were valid and appropriate. 

The audit opinion of PricewaterhouseCoopers Inc. and 
SizweNtsalubaGobodo Inc. appears on page 122.

The Board acknowledges its responsibility to ensure the 
integrity of the Integrated Annual Report. The Directors 
confirm that they have collectively reviewed the content of 
this report and believe it addresses material issues and is a 
fair presentation of the integrated performance of the Group.

The Group annual financial statements have been approved 
by the Board of Directors and signed on 10 September 2014.

DIRECTORS'  
RESPONSIBILITY STATEMENT

Mr Michael (Motty) Sacks
Founder

10 September 2014

Mr Dewald Dempers
Group CEO

10 September 2014
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DIRECTORS' REPORT

The AfroCentric Board of Directors presents its annual report 
for the year ended 30 June 2014.

Nature of business

The Company is a black-owned, diversified investment 
holding company which is listed on the JSE and trades in the 
Healthcare Sector under code ACT.

Business activities

The business activities of the Group are segmented into 
three diversified areas: AfroCentric Health, AfroCentric 
Technology and AfroCentric Resources. 

AfroCentric Health

The majority stake held by AfroCentric (“the Company”) in 
AHL as at 30 June 2014 was 94.1% (2013: 94.07%). 

AHL is one of the three areas of diversification for the Group. 
AHL owns 100% shareholding in the following subsidiaries:

Medscheme Holdings (Pty) Ltd 

A well-known and growing multi-medical schemes 
administrator. 

Helios IT Solutions (Pty) Ltd 

Originally part of Medscheme, this business has now been 
independent and stand-alone for one financial year. The 
subsidiary provides health-centric technology solutions.

Aid for Aids Management (Pty) Ltd

Specialists in AIDS-related treatments for medical aids and 
corporate clients.

The business received accreditation from the Council for 
Medical Schemes in May 2012 and has been transferred out 
of Medscheme to form a new subsidiary.

AfroCentric Technology
Jasco Electronics Holdings Ltd

The Company holds a 20.27% minority interest in Jasco 
Electronics Holdings Limited (“Jasco”). 

Jasco is listed on the JSE and provides solutions, services 
and products to customers through three core divisions, 
namely Information and Communication Technologies 
(“ICT”), Industry Solutions (“Industry”) and Energy Solutions 
(“Energy”). 

ICT Solutions contains the telecommunications and 
information technology businesses of Jasco, Spescom, ARC 
Telecoms and the telecommunications arm of associate 
M-TEC.

Industry Solutions contains the security business and 
FerroTech.

Energy Solutions contains Electrical Manufacturers and 
Lighting Structures, as well as the energy arm of M-TEC.

This associate business diversifies the AfroCentric 
Technology area of the Group’s interests.

AfroCentric Resources
Rio Tinto Plc

Rio Tinto Plc is the third area of diversification for the Group 
under the AfroCentric Resources area. Rio Tinto is a world 
leader in exploration, mining and processing the earth’s 
mineral resources. AfroCentric has an exploration and 
prospecting relationship agreement with Rio Tinto in terms 
of the Reciprocal Strategic Cooperation Agreement.
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Financial review

For the 2014 financial year, consolidated revenue increased 
by 10.62% to R1.96 billion.

The Group headline earnings increased by 42% to  
R183.9 million compared to R129.6 million in the prior year 
and the diluted headline earnings per share increased by 67% 
to 47.83 cents per share (2013: 28.62 cents per share).

The activities and results of the Group are presented on 
pages 123 to 188.

Going concern

The annual financial statements have been prepared on the 
going concern basis. The Board of Directors has performed a 
review of the Group’s ability to continue as a going concern 
in the foreseeable future and therefore, based on this review, 
considers the preparation of the annual financial statements 
on this basis to be appropriate.

Dividends

In respect of the 2013 financial year a final dividend of 
15 cents per ordinary share (gross) was declared and no 
preference dividend was provided for as the ordinary 
dividend was paid after the date on which the preference 
shares were converted or redeemed.

The Company declared a dividend of 18 cents per ordinary 
share for the year ended 30 June 2014. These dividends are 
subject to the Dividends Withholding Tax in terms of the 
Income Tax Act (Act No 58 of 1962, as amended) for which 
shareholders are liable. 

In accordance with the provisions of the JSE Listings 
Requirements, the following additional information is 
disclosed:

•	 the dividends have been declared out of profits available for 
distribution

•	 the local Dividends Withholding Tax rate is 15%

•	 the gross dividend amount is 18 cents per ordinary share

•	 the STC credits available for utilisation is 0 cents per 
ordinary share

•	 the net cash dividend amount is therefore 15.3 cents per 
ordinary share

•	 for purposes of the distribution 467 855 101 ordinary shares 
will be deemed to be in issue on the dividend record date

•	 the Company has 467 855 101 ordinary shares in issue on 
declaration date

•	 the Company’s income tax reference number is 
9600/148/71/3

Share capital 

The Company’s share capital increased during the year 
from 270 010 639  to 467 855 101 ordinary shares due to 
the issuing of AfroCentric ordinary shares for the Executive 
Share Awards, second tranche transaction as well as the 
preference share redemption that took place during the year.

The details of the Company’s share capital are set out on 
note 19 on pages 169 and 170 of this report.

As per the Companies Act No 71 of 2008, section 38, 
the Board of Directors may resolve to issue shares of the 
Company at any time, but only within the classes, and to the 
extent, that the shares have been authorised by or in terms 
of the Company’s Memorandum of Incorporation.

Share repurchases

During the year, no share repurchases were made by  
the listed Company. AfroCentric Health Limited holds  
1 072 451 treasury shares (2013: 580 874).

Audit and Risk committees

The information relating to the Audit and Risk committees is 
set out on pages 103 and 104. 

Directors

The following information relates to the Directors of 
AfroCentric for the financial year ended 30 June 2014:

Re-election of directors

Dr AT Mokgokong, Ms Y Masithela, Mr MJ Madungandaba 
and Mr G Napier will be standing for re-election at the 
forthcoming AGM.
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Director Direct beneficial Indirect beneficial Held by associate Total %

AT Mokgokong (Chairman) 1 707 926 27 730 649 - 29 438 575 24.42

NB Bam 150 000 - - 150 000 0.12

JM Kahn 5 002 250 - - 5 002 250 4.15

MI Sacks 3 322 801 3 760 000 - 7 082 801 5.88

B Joffe - 3 600 000 - 3 600 000 2.99

WRC Holmes - - - - -

MJ Madungandaba - 64 704 849 9 215 925 73 920 774 61.33

Y Masithela - - - - -

G Napier - - - - -

D Dempers 1 101 541 237 290 - 1  338 831 1.11

11 284 518 100 032 788 9 215 925 120 533 231 100

Directors' ordinary shareholdings 2014

Director Direct beneficial Indirect beneficial Held by associate Total %

AT Mokgokong (Chairman) 1 707 926 41 896 876 7 292 132 50 896 394 23.59

NB Bam 150 000 - - 150 000 0.07

JM Kahn 18 535 608 - - 18 535 608 8.60

MI Sacks 17 579 938 3 760 000 - 21 339 938 9.89

B Joffe - - - - -

WRC Holmes 1 353 846 - - 1 353 846 0.63

MJ Madungandaba - 97 759 392 17 014 979 114 774 371 53.2

Y Masithela - - - - -

G Napier - - - - -

D Dempers 7 626 810 876 242 - 8 503 052 3.94

JG Appelgryn 181 447 - - 181 447 0.08

47 135 575 144 292 510 24 307 111 215 735 196 100

Directors' ordinary shareholdings 2013

Since the end of the financial year to the date of this report, 
the interests of Directors have remained unchanged. 

A further detailed analysis of shareholders including majority 
shareholding is available on pages 119 to 120.

At the date hereof, none of the Directors have entered  
into a service contract with the Company except for  
Mr J Appelgryn who provides consulting services to  
the Group.

During the year under review, no material contracts in 
which Directors have an interest were entered into which 
significantly impacted the business of the Company.

Directors’ remuneration
Remuneration of Non-Executive Directors and Board  
Committee members

Non-Executive Directors received the following total 
remuneration for the year under review:

*Messrs Kahn and Sacks waived their rights to receive any 
Directors' fees.
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Company Secretary and registered office

The role of Company Secretary was outsourced to Statucor 
(Pty) Ltd (“Statucor”) and the appointment was approved 
by the Board on 3 June 2013. The Board was satisfied that 
Statucor was suitably qualified for the position.

The Board was satisfied that Statucor (Pty) Ltd complied 
with section 87 of the Companies Act and that the Statucor 
team had the necessary skills and experience to be 
appointed as its Company Secretary. The Statucor team had 
an arm’s length relationship between itself and the Board, as 
required by the Companies Act. Statucor has since resigned 
as Company Secretary with effect from 28 February 2014.

Wilbert Mhlanga has been appointed as the Company 
Secretary with effect from 1 March 2014 and the Board is 
satisfied that Wilbert has the necessary skills and experience 
to be appointed as the Company Secretary. Wilbert has an 
arms length relationship with the Board as he is not a Board 
member. 

Material resolutions

In terms of the JSE Listings Requirements the Company 
noted the material resolutions passed at the prior Annual 
General Meeting and during the financial year under review:

•	 General approval to repurchase shares
•	 Inter-company loans and other financial assistance
•	 Fees payable to Non-Executive Directors
•	 Financial statements for the financial year ended  

30 June 2013
•	 Audit report for the year ended 2013
•	 Reappointment of independent registered auditors
•	 Appointment of independent auditors via tender
•	 Authority to determine remuneration
•	 Election and re-election of Directors
•	 Appointment of members to the Audit Committee
•	 Control of authorised, but unissued shares
•	 Approval to issue ordinary shares, and to sell treasury 

shares, for cash
•	 Endorsement of the remuneration policy
•	 Authority of Directors

Remuneration of Executive and Non-Executive 
Directors

Details of the remuneration are set out fully in Note 30 of the 
Group annual financial statements.

Remuneration of the three highest paid employees who 
are not Directors

Details of these resolutions can be obtained via the 
Company’s website or on request.

Material commitments, lease payments and  
contingent liabilities

No material capital commitments or lease payments have 
been contracted for or approved by the Board of Directors.

No contingent liabilities exist at the balance sheet date. 

Litigation statement

In terms of the JSE Listings Requirements the Directors 
note that they are not aware of any legal or arbitration 
proceedings that are pending or threatened, that may have 
or have had in the recent past, being at least the previous  
12 months, a material effect on the Group’s financial  
position, apart from the matters per Note 38 of the  
annual financial statements.

Borrowing powers

In terms of the Memorandum of Incorporation, the borrowing 
powers of the Company are unlimited.

Insurance

The Group protects itself and the Directors against crime 
and professional indemnity by maintaining a comprehensive 
insurance programme.

Compliance

No events or actions during the financial year have led to 
the Group being non-compliant with the required laws and 
regulations relevant to the individual business units.

Auditor

PricewaterhouseCoopers Inc. and SizweNtsalubaGobodo 
Inc. have been appointed as joint auditors of the Company.

The Company’s interest in subsidiaries and associates:
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MARABOU TRAVEL 
MANAGEMENT (PTY) 

LTD

51%

51%

ALLEGRA (PTY) LTD
51%

MEDINVEST ELITE 
(PTY) LTD *

100%

AFROCENTRIC 
MANAGEMENT SERVICES 

(PTY) LTD

AID FOR AIDS 
MANAGEMENT (PTY) LTD

HELIOS IT SOLUTIONS 
(PTY) LTD 

RESTICRAFT (PTY) LTD *

BONITAS MARKETING 
COMPANY (PTY) LTD

IE BUSINESS INSIGHT 
STRATEGIC CONSULTING 

(PTY) LTD 

SINFRA INVESTMENTS 
(PTY) LTD *

100%

100%

100%

100%

100%

100%

SAPLING TRADE AND 
INVEST (PTY) LTD

100%

100%

MEDSCHEME HOLDINGS (PTY) LTD

100%

10%

100%100%

MEDSCHEME EDI 
(PTY) LTD *

AFROCENTRIC INVESTMENT CORPORATION LIMITED

ACT HEALTHCARE ASSETS (PTY) 
LTD

ACT FUNDING (PTY) 
LTD

AFROCENTRIC CAPITAL 
(PTY) LTD *

AFROCENTRIC 
RESOURCES (PTY) LTD *

100%

AFROCENTRIC HEALTH LIMITED

94.1%

100%

MEDSCHEME LIMITED *

90%

MEDSCHEME 
INTERNATIONAL 

LIMITED 

MEDSCHEME 
MAURITIUS 

LIMITED 

MEDSCHEME 
(NAMIBIA) (PTY) 

LTD

EXCLUSIVE 
HEALTH (PTY) 

LTD *

MEDSCHEME 
ZIMBABWE 

PRIVATE LTD 

MEDSCHEME 
HEALTH 

MANAGEMENT 
SERVICES (PTY) 

LTD *

MEDSCHEME 
HEALTH RISK 

MANAGEMENT 
(PTY) LTD **

54%

100%

100%

74%

50%

51%

100%

100%

MEDSCHEME 
(PTY) LTD *

MEDSCHEME 
FINANCIAL SERVICES 

(PTY) LTD *

MEDSCHEME ASSET 
MANAGEMENT (PTY) 

LTD *

ASSOCIATE FUND 
ADMINISTRATORS 

(BOTSWANA) 
(PTY) LTD # 

INET INFO 
(PTY) LTD *

MEDSCHEME 
ADMINISTRATORS 
SWAZILAND (PTY) 

LTD

AID FOR AIDS 
(PTY) LTD *

MEDSCHEME 
COMPUTER 

SERVICES (PTY) 
LTD *

INTERPHARM 
DATA SYSTEMS 

(PTY) LTD *

MEDICAID 
ADMINISTRATORS 

(PTY) LTD **

100%

100%25%

100%

99%

100%

100%

100%

100%

AFROCENTRIC 
HEALTH 

SOLUTIONS KENYA

26%

ROWAN ANGEL (PTY) LTD *

ROMANY HOLDINGS 
16 (PTY) LTD *

100%

100%

INVISIBLE CARD COMPANY 
(PTY) LTD

70%

40%

KLINIKKA (PTY) LTD

# - Associate companies
* - Dormant companies
** - Pending deregistration
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The Audit Committee has an independent role from 
management and is accountable directly to the Board 
and the Members collectively possess the knowledge 
and experience necessary to diligently execute their 
responsibilities.

The Committee comprises two Independent Non-Executive 
Directors, one of whom is the Chairperson, and one 
Non-Executive Director. The Board will be appointing 
an Independent Non-Executive Director to the Audit 
Committee in order to fully comply with governance 
requirements of at least three Independent Non-Executive 
Directors.

The Audit Committee Charter outlines the purpose and 
responsibilities as:

•	 Review the interim and year-end financial statements, and 
provide a recommendation to the Board regarding such 
financial statements; 

•	 Review the external audit reports and supply guidance for 
the use of external auditor for non-audit services; 

•	 Review internal audit and risk management functions and 
reports with recommendations being made to the Board 
when necessary; 

•	 Receive and deal appropriately with any concerns or 
complaints, whether from within or outside the Company, or 
on its own initiative, relating to: 

 | the accounting practices and audit functions of the 
Company; 

 | the content and auditing of the Company’s financial 
statements; 

 | the internal financial controls of the Company; or 

 | any related matter; 

•	 Review the effectiveness of the Group’s systems of internal 
control, internal audit and risk management; 

REPORT OF THE AUDIT 
COMMITTEE

•	 The Committee monitors the following and ensures that: 

 | Financial statements are prepared in accordance with 
IFRS; 

 | Internal financial controls are in place and that 
AfroCentric is a going concern and when appropriate 
makes recommendations; 

 | The external auditor is independent, that the audit fees 
(including non-audit services) are fair and reasonable, 
and nominates the appointment of an auditor; 

 | There is an effective risk management process in place; 

 | That the Financial Director has the necessary expertise 
and experience; and 

 | AfroCentric is represented on the critical Sub-
Committees of the Boards of its subsidiaries and/or 
associates.

Meeting attendance 

The Audit Committee meets on an ad hoc basis as required, 
but at least twice a year

Y Masithela
Chairperson
Audit Committee

10 September 2014
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Preference share redemption

Each preference shareholder has exercised their call option 
to have their preference shares redeemed either through  
the issue of ordinary shares subject to the following terms 
and conditions:

•	 Options had to have been exercised, no later than  
31 December 2013, by providing written notice.

•	 The number of ordinary shares to which the preference 
shareholders was entitled to on redemption was calculated 
by pre-defined formulae.

•	 All options could have been exercised in whole or in part 
and any options not exercised by 31 December 2013 have 
automatically lapsed and the preference shares were 
redeemed in cash at the original subscription price.

SHAREHOLDERS’ ANALYSIS

AfroCentric preference shareholders holding 99.68% 
preference shares have exercised their call options in 
respect of the redeemable preference shares held by them.  
AfroCentric has redeemed the redeemable preference shares 
in respect of which the call options have been exercised by 
issuing 69 981 412 new ordinary shares in aggregate to such 
preference shareholders on 3 January 2014.

There are no preference shares in issue at the end of June 
2014 and these have been delisted and cancelled.

ORDINARY SHAREHOLDERS

Shareholder spread Number of shareholders % Number of shares %

1 – 10 000 shares 4 051 67.74 15 305 093 3.27

10 001 – 25 000 shares 1 135 18.98 18 940 653 4.05 

25 001 – 50 000 shares 437 7.31 15 511 057 3.32

50 001 – 100 000 shares 171 2.86 12 988 445 2.78

100 001 – 500 000 shares 134 2.24 28 464 970 6.08

500 001 – 1 000 000 shares 10 0.17 6 747 068 1.44

1 000 001 shares and over 42 0.70 369 897 815 79.06

5 980 100.00 467 855 101 100.00

Distribution of shareholders Number of shareholders % Number of shares %

Individuals 5 479 91.62 133 976 008 28.64

Nominees and trusts 265 4.43 63 633 252 13.60

Other corporate bodies 98 1.64 39 049 070 8.35

Private companies 92 1.54 230 315 264 49.22

Close corporations 46 0.77 881 507 0.19

5 980 100.00 467 855 101 100.00
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Public/non-public shareholder spread Number of shareholders Number of shares %

2014

Non-public shareholders  

Directors 19 191 428 085 40.92

Associate of Directors 3 24 307 111 5.20

Shareholders owning 10% or more of the securities 
(excluding Directors' indirect beneficial holdings)

5 958 52 119 905 53.88

Public shareholders 4 825 467 855 101       100.00

Public/non-public shareholder spread Number of shareholders Number of shares %

2013

Non-public shareholders

Directors 6 115 442 621 42.76

Associate of Directors 2 7 360 000 2.73

Shareholders owning 10% or more of the securities 
(excluding Directors' indirect beneficial holdings) 2 70 998 327 26.29

Public shareholders 4 815 76 209 691 28.22

4 825 270 010 639 100.00

Major shareholders holding more than 5% of the issued share capital Number of shares %

2014

Community Investment Holdings 61 283 522 13.10

Golden Pond 175 (Pty) Ltd 67 519 752 14.43

AfroCentric Empowerment Trust 34 427 200 7.36

Community Healthcare Holdings (Pty) Ltd 61 826 667 13.21

225 057 141 48.10

Major shareholders holding more than 5% of the issued share capital Number of shares %

2013

Community Investment Holdings 50 526 916 18.71

Golden Pond 175 (Pty) Ltd 36 571 127 13.54

AfroCentric Empowerment Trust 34 427 200 12.75

Community Healthcare Holdings (Pty) Ltd 30 878 043 11.44

152 403 286 56.44

The two beneficiaries of ACET are the South African Council 
of Churches and the Fort Hare Foundation. Both of these 
institutions play a pivotal role in the transformation of  
our country.

Our largest shareholders are Community Investment 
Holdings, the ACET and Golden Pond. They represent 
the membership of the South African Medical and Dental 
Practitioners Association, medical professionals who are 
substantial HDSAs or of HDSA parentage.

Background to our shareholding structure:

In 2006 AfroCentric embarked on a restructuring and 
recapitalisation programme. 

At that time, two beneficiaries, which represented a 
broad base of historically disadvantaged South Africans 
(“HDSAs”),  were invited to participate via the formation of 
the AfroCentric Empowerment Trust (“ACET”). As part of 
the recapitalisation programme, ACET acquired 51% of the 
AfroCentric ordinary share capital.
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In terms of section 88(2)(e) of the Companies Act No 71 of 2008, I declare that to the best of my knowledge and belief, the 
Company has lodged with the Registrar of Companies all such returns as are required of a public company in terms of the 
South African Companies Act No 71 of 2008 and that all such returns are true, correct and up to date. 

Statucor (Pty) Ltd

Company Secretary  
(up to 28 February 2014)

10 September 2014

Wilbert Mhlanga 

Company Secretary  
(from 1 March 2014)

10 September 2014

DECLARATION BY 
COMPANY SECRETARY
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REPORT OF THE INDEPENDENT 
AUDITOR TO THE MEMBERS OF 
AFROCENTRIC INVESTMENT 
CORPORATION LIMITED

We have audited the consolidated and separate annual 
financial statements of AfroCentric Investment Corporation 
Limited, which comprise the consolidated and separate 
statements of financial position as at 30 June 2014, and the 
consolidated and separate statements of comprehensive 
income, the consolidated and separate statements of 
changes in equity and consolidated and separate statements 
of cash flows for the year ended, and a summary of 
significant accounting policies and other explanatory notes, 
as set out on pages 123 to 188.

Directors’ responsibility for the Annual 
Financial Statements

The Company’s Directors are responsible for the preparation 
and fair presentation of these annual financial statements in 
accordance with International Financial Reporting Standards 
and the requirements of the Companies Act of South Africa 
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.

Auditor’s responsibility

Our responsibility is to express an opinion on these annual 
financial statements based on our audit. We conducted 
our audit in accordance with International Standards on 
Auditing. Those standards require that we comply with 
ethical requirements and plan and perform the audit to 
obtain reasonable assurance whether the annual financial 
statements are free from material misstatement. 

An audit involves performing procedures to obtain audit 
evidence about the amounts and disclosures in the annual 
financial statements. The procedures selected depend on the 
auditor’s judgements, including the assessment of the risks 
of material misstatement of the annual financial statements, 
whether due to fraud or error. In making those risk 
assessments, the auditor considers internal control relevant 
to the entity’s preparation and fair presentation of the annual 
financial statements 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 entity’s 
internal control. 

An audit also includes evaluating the appropriateness 
of accounting policies used and the reasonableness of 
accounting estimates made by management, as well  
as evaluating the overall presentation of the annual  
financial statements.

We believe that the audit evidence we have obtained is 
sufficient and appropriate to provide a basis for our  
audit opinion. 

Opinion

In our opinion, the annual financial statements present 
fairly, in all material respects, the consolidated and separate 
financial position of AfroCentric Investment Corporation 
Limited as at 30 June 2014, and its consolidated and 
separate financial performance and its consolidated and 
separate cash flows for the year ended in accordance with 
International Financial Reporting Standards and in the 
manner required by the Companies Act of South Africa.

Other reports required by the Companies Act

As part of our audit of the annual financial statements for the 
year ended 30 June 2014, we have read the Directors’ report, 
the Audit Committee’s report and the declaration by the 
Company Secretary for the purpose of identifying whether 
there are material inconsistencies between these reports 
and the audited financial statements. These reports are the 
responsibility of the respective preparers. Based on reading 
these reports we have not identified material inconsistencies 
between these reports and the audited financial statements. 
However, we have not audited these reports and accordingly 
do not express an opinion on these reports.

SizweNtsalubaGobodo Inc. Pricewaterhousecoopers Inc.
A Phillipou V Muguto

Registered Auditor Registered Auditor
Johannesburg Johannesburg

10 September 2014 10 September 2014
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CONSOLIDATED STATEMENT  
OF FINANCIAL POSITION
as at 30 June 2014

NOTES GROUP GROUP COMPANY COMPANY

30 June 2014
R’000

30 June 2013
R’000

30 June 2014
R’000

30 June 2013
R’000

ASSETS
Non–current assets 881 257 1 031 601 53 743 144 080

Plant and equipment 6 100 143 90 349 – –

Investment property 7 15 000 15 000 – –

Intangible assets 8 603 152 628 305 – –

Investments in associates 10 77 183 42 484 42 493 35 967

Investment in preference shares 12 – 100 000 – 100 000

Interest-bearing loan 13 – 74 000 – –

Deferred income tax assets 14 85 779 81 463 11 250 8 113

Current assets 679 450 497 060 594 874 497 569

Current portion of interest-bearing loan 13 – 2 378 – –

Investment in preference shares 12 90 000 – 90 000 –

Trade and other receivables 15 190 828 127 559 876 2 318

Receivable from subsidiary 16 – – 470 748 472 009

Inventory 17 4 610 – – –

Taxation 35 4 563 6 912 1 658 1 658

Cash and cash equivalents 18 389 449 360 211 31 591 21 584

Total assets 1 560 707 1 528 661 648 617 641 649

EQUITY AND LIABILITIES
Capital and reserves 1 070 968 1 002 874 550 002 525 886

Issued ordinary share capital 19 17 821 15 584 17 821 15 584

Issued preference share capital 19 – 166 – 166

Share premium 20 525 633 340 961 525 633 340 961

Contingent shares to be issued 19 – 137 258 – 137 258

Revaluation reserve – – – –

Share–based payment reserve 37 10 765 49 225 10 765 49 225

Foreign currency translation reserve 1 337 1 254 – –

Treasury shares (2 324) (2 324) – –

Retained earnings/(accumulated loss) 517 736 460 750 (4 217) (17 308)

Non–controlling interest 21 52 634 50 205 – –

Total equity 1 123 602 1 053 079 550 002 525 886

Non–current liabilities 171 117 268 375 – –

Deferred income tax liabilities 14 43 188 51 090 – –

Borrowings 22 112 946 200 000 – –

Provisions 24 8 350 8 350 – –

Post–employment medical obligations 25 3 202 3 551 – –

Accrual for straight–lining of leases 26 3 431 5 384 – –

Current liabilities 265 988 207 207 98 615 115 763

Loans from Group companies 23 – – 75 342 110 016

Borrowings 22 44 877 7 926 – –

Provisions 24 9 105 8 677 5 740 5 660

Trade and other payables 27 121 887 94 246 17 533 87

Employment benefit liability 28 90 119 96 358 – –

Total liabilities 437 105 475 582 98 615 115 763

Total equity and liabilities 1 560 707 1 528 661 648 617 641 649
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CONSOLIDATED STATEMENT  
OF COMPREHENSIVE INCOME
as at 30 June 2014

NOTES GROUP GROUP COMPANY COMPANY

30 June 2014 30 June 2013 30 June 2014 30 June 2013
R’000 R’000 R’000 R000

Revenue 29 1 958 260 1 770 330 – –

Other income 34 248 32 399 125 613 7 888

Dividends received 30 2 23 115 486 1 201

Fair value gains on other investments 30 – 5 252 – –

Rental income from operating leases – 2 225 – –

Sundry income – 58 1 674 100

Finance income 31 34 246 24 841 8 453 6 587

Amortisation of intangible assets 8 (43 907) (40 098) – –

Bad debt write–off 30 (189) (4 540) – –

Decrease/(increase) in provision for doubtful debts – 4 131 – –

Share–based payment expense 37 (10 765) (39 868) (815) (17 665)

Depreciation 6 (40 475) (37 251) – –

Impairment of investment 30 – – – (4 121)

Employee benefit costs 30 (1 113 898) (973 272) (1 282) (798)

Finance costs 31 (16 547) (16 673) (9 693) (6 362)

Information technology costs (116 542) (121 002) (113) (92)

Profit on disposal of investments 30 – 51 014 – –

Profit/(loss) on disposal of plant and equipment 30 (235) 440 – –

Reversal of impairment provision against  
loans and investments 30 – 4 – –

Impairment of intangible assets             8 (40 620) – – –

Other expenses 30 (247 375) (226 530) (9 391) (5 968)

Provision for onerous contracts – 596 – –

Rent expense and property costs 30 (123 663) (116 499) (528) (976)

Share of (losses)/profits from associates 10 4 341 (21 477) – –

Fair value gain – – 3 086 –

Reversal of impairment 10 3 720 7 253 – –

Profit /(loss) before income tax 30 246 353 268 957 106 877 (28 094)

Income tax 32 (75 692) (84 848) 3 136 312

Profit/(loss) for the year 170 661 184 109 110 013 (27 782)

Other comprehensive income (recycled to profit and loss):
–  Foreign exchange benefit 83 1 900 – –

–  Revaluation of investment in associate – – – (19 857)

Total comprehensive income /(loss) for the year 170 744 186 009 110 013 (47 639)

Attributable to:

Equity holders of the Parent 153 823 163 570 110 013 (47 639)

Non–controlling interest 21 16 920 22 439 – –

170 744 186 009 110 013 (47 639)

Earnings per share (cents) attributable to  
equity holders of the parent

– Basic 33 40.00 60.75 – –

– Diluted 33 40.00 36.11 – –
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CONSOLIDATED STATEMENT  
OF CASH FLOWS
for the year ended 30 June 2014

NOTE GROUP GROUP COMPANY COMPANY

30 June 2014
R’000

30 June 2013
R’000

30 June 2014
R’000

30 June 2013
R’000

Cash flows from operating activities
Cash receipts from customers 2 171 397 2 002 623 18 668 (668)

Cash paid to suppliers and employees (1 850 353) (1 662 210) (9 344) (7 671)

Cash generated from operations 34 321 044 340 413 9 324 (8 339)

Finance income 31 34 246 24 841 8 453 6 587

Finance costs 31 (16 547) (16 673) (9 693) (6 362)

Dividends paid 36 (70 178) (33 219) (70 178) (33 219)

Dividends paid to shareholders with a  
non-controlling interest 36 (14 323) (4 053) – –

Dividends received 30 2 23 115 486 –

Taxation (paid)/refunded 35 (85 559) (88 305) – –

Second tranche payment (26 744) – (26 744) –

Net cash inflow/(outflow) from operating activities 141 941 223 027 26 648 (41 333)

Cash flows from investing activities
Purchase of  plant and equipment (49 956) (41 953) – –

Purchase of intangible assets (60 761) (47 243) – –

Proceeds on disposal of tangible assets 367 6 479 – –

Proceeds on disposal of intangible assets 81 81 650 4 –

Long-term loan paid 13 76 378 (76 378) – –

Purchase of Sapling, Bonitas Marketing and increase  
in IE Business shareholding 4 – (53 965) – –

Purchase of DBC assets in Klinnika 4 (7 980) – – –

Purchase of Invisible Card Company 10 (6 346)

Purchase of Kenya investment 10 (18 211)

Redemption of Jasco preference shares 12 10 000 – 10 000 –

Purchase of additional shares in Jasco 10 (3 440) – (3 440) –

Dividends received from associates 10 1 360 2 360 – 1 201

Decrease in investment and loans to associates (4 432) 14 591 – –

Net cash (outflow)/inflow from investing activities (62 940) (114 459) 6 564 1 201

Cash flows from financing activities
Shares issued 19 259 7 346 259 7 346

Increase/(decrease)  in borrowings (50 105) 487 (3 471) –

Increase/(decrease) in loans from Group companies – – (19 993) 34 809

Net cash inflow from financing activities (49 846) 7 833 (23 205) 42 155

Net cash inflow 29 155 116 401 10 007 2 023

Effect of foreign exchange rate changes 83 1 900 – –

Net increase in cash and cash equivalents 29 238 118 301 10 007 2 023

Cash and cash equivalents at the beginning of the period 360 211 241 910 21 584 19 561

Cash and cash equivalents at the end of the year 18 389 449 360 211 31 591 21 584
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NOTES TO THE GROUP  
ANNUAL FINANCIAL STATEMENTS
for the year ended 30 June 2014

1. Summary of accounting policies

General information

AfroCentric Investment Corporation Limited (the “Company”), together with its subsidiaries (together forming the “Group”), 
is a public company operating in the healthcare fund management sector and associated industries. The Company’s main 
business is to acquire and hold assets for investment purposes.

The Company is a limited liability company incorporated and domiciled in South Africa. The address of its registered  
office is 37 Conrad Road, Florida North, Roodepoort, South Africa. The majority of the Company’s shares are held by  
public shareholders.

These consolidated annual financial statements have been approved for issue by the Board of Directors on  
10 September 2014.

Statement of compliance

The Company and the Group annual financial statements were prepared in accordance with International Financial Reporting 
Standards (“IFRS”), interpretations issued by the International Financial Reporting Interpretations Committee (“IFRIC”) of 
the IASB. These annual financial statements have been prepared in accordance with IFRS, the Companies Act and the JSE 
Listings Requirements.

Basis of presentation

The principal accounting policies adopted are set out below and have been applied consistently to all years presented.

The annual financial statements have been prepared under the historical cost convention except for the following: 

•	 Post-employment	medical	obligations,	independently	valued	using	the	projected	unit	credit	method.

•	 Financial	assets	and	liabilities	classified	as	loans	and	receivables	and	other	financial	liabilities	are	held	at	amortised	cost.

Carried at fair value:

•	 Financial	instruments	held	for	trading	or	designated	at	fair	value	through	profit	or	loss;	and

•	 Investment	property	held	at	fair	value	using	independent	market	valuations.

The preparation of the annual financial statements in conformity with IFRS requires the use of estimates and assumptions 
that affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of  
the annual financial statements and the reported amounts of revenues and expenses during the reporting years. Although 
these estimates are based on management’s best knowledge of current events and actions, actual results may differ from 
those estimates.
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1. Summary of accounting policies (continued)

a)   Amendments to published standards effective in 2014, relevant to the Company’s operations (continued)

IFRS Effective date Subject of amendment

IFRS 10 – Consolidated 
financial statements

1 January 2013 This standard builds on existing principles by identifying the 
concept of control as the determining factor in whether an 
entity should be included within the consolidated financial 
statements. The standard provides additional guidance to assist 
in determining control where this is difficult to assess. This new 
standard and its impact has been assessed and its effects have 
been incorporated into the annual financial statements.

IFRS 11 – Joint 
arrangements

1 January 2013 This standard provides for a more realistic reflection of joint 
arrangements by focusing on the rights and obligations of the 
arrangement, rather than its legal form. There are two types of 
joint arrangements: joint operations and joint ventures. Joint 
operations arise where a joint operator has rights to the assets 
and obligations relating to the arrangement and hence accounts 
for its interest in assets, liabilities, revenue and expenses. Joint 
ventures arise where the joint operator has rights to the net 
assets of the arrangement and hence equity accounts for its 
interest. Proportional consolidation of joint ventures is no longer 
allowed. This new standard and its impact has been assessed 
and has not materially impacted the Group and its subsidiaries.

IFRS 12 – Disclosure of 
interests in other entities

1 January 2013 The standard deals with disclosure of information that enables 
users of financial statements to evaluate the nature of, and risks 
associated with, interests in other entities and the effects of 
those interests on its financial position, financial performance 
and cash flows. This new standard and its impact has been 
assessed and its effects have been incorporated into the annual 
financial statements.

IFRS 13 – Fair value 
measurement

1 January 2013 This standard aims to improve consistency and reduce 
complexity by providing a precise definition of fair value and 
a single source of fair value measurement and disclosure 
requirements for use across IFRSs. The requirements, which are 
largely aligned between IFRSs and US GAAP, do not extend 
the use of fair value accounting but provide guidance on how it 
should be applied where its use is already required or permitted 
by other standards within IFRSs or US GAAP. This new standard 
and its impact has been assessed and its effects have been 
incorporated into the annual financial statements.

IAS 19 – Employee 
benefits

1 January 2013 The IASB has issued an amendment to IAS 19, ‘Employee 
benefits’, which makes changes to the recognition and 
measurement of defined benefit pension expense and 
termination benefits, and to the disclosures for all employee 
benefits. This new standard and its impact has been assessed 
and has not materially impacted the Group and its subsidiaries.

IAS 27 (revised 2012) 
– Separate financial 
statements

1 January 2013 This standard includes the provisions on separate financial 
statements that are left after the control provisions of IAS 27 
have been included in the new IFRS 10.

IAS 28 (revised 2012) 
– Associates and joint 
ventures

1 January 2013 This standard includes the requirements for joint ventures, as 
well as associates, to be equity accounted following the issue of 
IFRS 11.
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1. Summary of accounting policies (continued)

b) Amendments to published standards not effective in 2014

IFRS Effective date Subject of amendment

IFRS 9 – Financial 
Instruments (2009)

1 January 2018 This IFRS is part of the IASB’s project to replace IAS 39. IFRS 
9 addresses classification and measurement of financial assets 
and replaces the multiple classification and measurement 
models in IAS 39 with a single model that has only two 
classification categories: amortised cost and fair value.

IFRS 9 – Financial 
Instruments (2010)

1 January 2018 The IASB has updated IFRS 9, ‘Financial instruments’ to include 
guidance on financial liabilities and derecognition of financial 
instruments. The accounting and presentation for financial 
liabilities and for derecognising financial instruments has been 
relocated from IAS 39, ‘Financial instruments: Recognition and 
measurement’, without change, except for financial liabilities 
that are designated at fair value through profit or loss.

Amendments to IFRS 
9 – Financial Instruments 
(2012)

1 January 2018 The IASB has published an amendment to IFRS 9, ‘Financial 
instruments’, that delays the effective date to annual periods 
beginning on or after 1 January 2015. The original effective date 
was for annual periods beginning on or after 1 January 2013. 
This amendment is a result of the Board extending its timeline 
for completing the remaining phases of its project to replace 
IAS 39 (for example, impairment and hedge accounting) 
beyond June 2012, as well as the delay in the insurance project. 
The amendment confirms the importance of allowing entities 
to apply the requirements of all the phases of the project to 
replace IAS 39 at the same time. The requirement to restate 
comparatives and the disclosures required on transition have 
also been modified.

Amendments to IAS 32 
– Financial Instruments: 
Presentation

1 January 2014 The IASB has issued amendments to the application guidance 
in IAS 32, ‘Financial instruments: Presentation’, that clarify some 
of the requirements for offsetting financial assets and financial 
liabilities on the balance sheet. 

IFRS 15 – Revenue from 
contracts with customers

1 January 2017 Establishes principles for reporting useful information to users 
of the financial statements about the nature, amount, timing 
and uncertainty of revenue and cash flows arising from an 
entity’s contracts with customers.

c) Annual improvements effective in 2014 relevant to the Company’s operations

IFRS Effective date Subject of amendment

Amendment to IAS 1, 
‘Presentation of financial 
statements’

1 January 2013 The amendment clarifies the disclosure requirements for 
comparative information when an entity provides a third 
balance sheet either: as required by IAS 8, ‘Accounting policies, 
changes	in	accounting	estimates	and	errors’;	or	voluntarily.

Amendment to IAS 16, 
‘Property, plant and 
equipment’

1 January 2013 The amendment clarifies that spare parts and servicing 
equipment are classified as property, plant and equipment 
rather than inventory when they meet the definition of property, 
plant and equipment.

Amendment to IAS 32, 
‘Financial instruments: 
Presentation’

1 January 2013 The amendment clarifies the treatment of income tax relating 
to distributions and transaction costs. The amendment clarifies 
that the treatment is in accordance with IAS 12. So, income tax 
related to distributions is recognised in the income statement, 
and income tax related to the costs of equity transactions is 
recognised in equity.
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1. Summary of accounting policies (continued)

d) Annual improvements not effective in 2014 relevant to the Company’s operations

IFRS Effective date Subject of amendment

Investment Entities 
(Amendments to IFRS 10, 
12 and IAS 27)

1 January 2014 The improvements deal with the consolidation and 
measurement of particular subsidiaries of investment entities as 
well as additional disclosures of the entity.

IAS 36 – Recoverable 
amount disclosures for 
non-financial assets

1 January 2014 Amends IAS36 Impairment of Assets to reduce the 
circumstances in which the recoverable amount of assets or 
cash-generating units is required to be disclosed, clarify the 
disclosures required, and to introduce an explicit requirement to 
disclose the discount rate used in determining impairment (or 
reversals) where thw recoverable amount (based on fair  
value less costs of disposal) is determined using a present  
value technique. 

The Group has assessed the significance of these new standards, amendments and interpretations that are not yet effective 
in 2014 and concluded that they will have no material financial impact on the annual financial statements and therefore the 
Group has not early adopted them in the current financial year.

Basis of consolidation

Subsidiaries

The consolidated annual financial statements incorporate the annual financial statements of the Company and entities 
(including special purpose entities) controlled by the Company. They are available at the premises of the Company’s offices, 
being 37 Conrad Road, Florida North, Roodepoort, 1709. 

Business combinations

The group applies the acquisition method to account for business combinations. The consideration transferred for the 
acquisition of a subsidiary is the fair values of the assets transferred, the liabilities incurred to the former owners of the 
acquiree and the equity interests issued by the Group. The consideration transferred includes the fair value of any asset or 
liability resulting from a contingent consideration arrangement. Identifiable assets acquired and liabilities and contingent 
liabilities assumed in a business combination are measured initially at their fair values at the acquisition date. The Group 
recognises any non-controlling interest in the acquire on an acquisition-by-acquisition basis, either at fair value or at the non-
controlling interest’s proportionate share of the recognised amounts of the acquiree’s identifiable net assets.

Acquisition-related costs are expensed as incurred. 

If the business combination is achieved in stages, the acquisition date carrying value of the acquirer’s previously held 
equity	interest	in	the	acquiree	is	remeasured	to	fair	value	at	the	acquisition	date;	any	gains	or	losses	arising	from	such	
remeasurement are recognised in profit or loss. Any contingent consideration to be transferred by the Group is recognised 
at fair value at the acquisition date. Subsequent changes to the fair value of the contingent consideration that is deemed to 
be an asset or liability is recognised in accordance with IAS 39 either in profit or loss or as a change to other comprehensive 
income. Contingent consideration that is classified as equity is not remeasured, and its subsequent settlement is accounted 
for within equity.

The excess of the consideration transferred, the amount of any non-controlling interest in the acquiree and the acquisition-
date fair value of any previous equity interest in the acquiree over the fair value of the identifiable net assets acquired 
is recorded as goodwill. If the total of consideration transferred, non-controlling interest recognised and previously held 
interest measured is less than the fair value of the net assets of the subsidiary acquired in the case of a bargain purchase, 
the difference is recognised directly in the statement of comprehensive income. Inter-company transactions, balances and 
unrealised gains on transactions between group companies are eliminated. Unrealised losses are also eliminated. When 
necessary amounts reported by subsidiaries have been adjusted to conform with the Group’s accounting policies.
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1. Summary of accounting policies (continued)

Disposal of subsidiaries

When the Group ceases to have control any retained interest in the entity is remeasured to its fair value at the date when 
control is lost, with the change in carrying amount recognised in profit or loss. The fair value is the initial carrying amount for 
the purposes of subsequently accounting for the retained interest as an associate, joint venture or financial asset. In addition, 
any amounts previously recognised in other comprehensive income in respect of that entity are accounted for as if the 
Group had directly disposed of the related assets or liabilities. This may mean that amounts previously recognised in other 
comprehensive income are reclassified to profit or loss.

Changes in ownership interests in subsidiaries without change of control

Transactions with non-controlling interests that do not result in loss of control are accounted for as equity transactions – that 
is, as transactions with the owners in their capacity as owners. The difference between fair value of any consideration paid 
and the relevant share acquired of the carrying value of net assets of the subsidiary is recorded in equity. Gains or losses on 
disposals to non-controlling interests are also recorded in equity.

Transactions with non-controlling interests

The Group applies a policy of treating transactions with non-controlling interests as transactions with parties external to 
the Group. Disposals to non-controlling interests result in gains and losses for the Group that are recorded in the statement 
of changes in equity. Purchases from non-controlling interests result in goodwill, being the difference between any 
consideration paid and the relevant share acquired of the carrying value of net assets of the subsidiary.

Associates

Associates are entities over which the Company has significant influence and that is neither a subsidiary nor an interest in a 
joint venture. Significant influence is the power to participate in the financial and operating policy decisions of the investee 
but is not control or joint control over those policies and is generally associated with a shareholding of between 20% and 
50% of the voting rights.

The annual financial statements are prepared using uniform accounting policies for like transactions and events in similar 
circumstances which have occurred within the Group.

Investments in associates are accounted for using the equity method of accounting. Under this method the Company’s 
share of the post-acquisition profits and losses of associates is recognised in the statement of comprehensive income and 
the share of post-acquisition reserves is recognised in reserves. The cumulative post-acquisition movements are adjusted 
against the cost of the investment. When the Company’s share of losses in an associate equals or exceeds its interest in the 
associate, including any other unsecured receivables, the Company does not recognise further losses against the investment, 
unless it has incurred obligations or made payments on behalf of the associate.

Unrealised gains on transactions between the Company and its associates are eliminated to the extent of the Company’s 
interest in the associates. Unrealised losses are also eliminated unless the transaction provides evidence of an impairment 
of the asset transferred.

Any excess of the cost of acquisition over the Company’s share of the net fair value of the identifiable assets, liabilities and 
contingent liabilities of the associate recognised at the date of acquisition is recognised as goodwill. The goodwill is included 
within the carrying amount of the investment and is assessed for impairment as part of the investment. 

Any excess of the Company’s share of the net fair value of the identifiable assets, liabilities and contingent liabilities over the 
cost of acquisition, is recognised immediately in profit or loss. 

The group determines at each reporting date whether there is any objective evidence that the investment in the associate 
is impaired. If this is the case, the Group calculates the amount of impairment as the difference between the recoverable 
amount of the associate and its carrying value and recognises the amount adjacent to ‘share of profit/(loss) of associates, 
in the statement of comprehensive income.

Profits from associates are recorded for the year ended 30 June 2014 based on the results of the associate.
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1. Summary of accounting policies (continued)

Foreign currency translation

Functional and presentation currency

Items included in the annual financial statements of each of the Group’s entities are measured using the currency of the 
primary economic environment in which the entity operates (functional currency). The consolidated annual financial 
statements are presented in South African rand, which is the Company’s functional and presentation currency.

Transactions and balances

Foreign currency transactions are translated into the functional currency using the exchange rates prevailing at the dates 
of the transactions. Foreign exchange gains and losses resulting from the settlement of such transactions and from the 
translation at year-end exchange rates of monetary assets and liabilities denominated in foreign currencies are recognised 
in the statement of comprehensive income.

Translation differences on non-monetary financial assets and liabilities are reported as part of the fair value gain or loss. 
Translation differences on non-monetary financial assets and liabilities such as equities held at fair value through profit or 
loss are recognised in profit or loss as part of the fair value gain or loss. Any revaluations of goodwill on foreign operations 
is included in other comprehensive income.

Group companies

The results and financial position of all Group entities (none of which has the currency of a hyperinflationary economy) that 
have a functional currency different from the presentation currency are translated into the presentation currency as follows:

– assets and liabilities for each statement of financial position presented are translated at the closing rate at the date of that 
statement	of	financial	position;	and

– income and expenses for each statement of comprehensive income are translated at average exchange rates (unless this 
average is not a reasonable approximate of the cumulative effect of the rates prevailing on the transaction dates, in which 
case income and expenses are translated at the dates of the transactions).

Exchange differences arising from the translation of the net investment in foreign operations are taken to shareholders’ 
equity on consolidation.

When a foreign operation is sold, such exchange differences are recognised in the statement of comprehensive income as 
part of the gain or loss on sale.

Goodwill and fair value adjustments arising on the acquisition of a foreign entity are treated as assets and liabilities of the 
foreign entity and are translated at the closing rate.

Recognition of assets

The Group recognises assets when it obtains control of a resource as a result of a past event from which future economic 
benefits are expected to flow to the enterprise.

Tangible assets

Plant and equipment

Office equipment, motor vehicles, furniture and fittings, computer equipment and building infrastructure are recorded at 
cost less accumulated depreciation and impairment. Historical cost includes expenditure that is directly attributable to the 
acquisition of the items.

Subsequent costs are included in the asset’s carrying amount or recognised as a separate asset, as appropriate, only when 
it is probable that future economic benefits associated with the item will flow to the Group and the cost of the item can be 
measured reliably. All other repairs and maintenance are charged to the statement of comprehensive income during the 
financial period in which they are incurred.

Depreciation is charged on the straight-line basis over the estimated useful lives of the assets.
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1. Summary of accounting policies (continued)

The estimated maximum useful lives are:

–   Office equipment and furniture and fittings

–   Motor vehicles

–   Computer equipment

–   Building infrastructure

6 years

5 years

3 to 5 years

10 years

The residual values and useful lives of assets are reviewed on an annual basis and if appropriate are adjusted accordingly.

An asset’s carrying amount is written down immediately to its recoverable amount if the asset’s carrying amount is greater 
than its estimated recoverable amount.

Profit and loss on the disposal of plant and equipment is charged to the statement of comprehensive income. In determining 
the estimated residual value, expected future cash flows have not been discounted to their net present values.

Investment property

Initial recognition

Investment property is initially recognised at cost.

Subsequent measurement

The entity adopts the fair value model in terms of IAS 40. 

Subsequent costs are included in the asset’s carrying amount or recognised as a separate asset, as appropriate, only when 
it is probable that future economic benefits associated with the item will flow to the Group and the cost of the item can be 
measured reliably. All other repairs and maintenance are charged to the statement of comprehensive income during the 
financial year in which they are incurred.

Intangible assets

Intangible assets are recorded at cost less accumulated amortisation and impairment.

Goodwill

Goodwill represents the excess of the cost of an acquisition over the fair value of the Group’s share of the net identifiable 
assets of the acquired subsidiary at the date of acquisition. Goodwill on acquisition of associates is included in the 
investments in associates and is tested for impairment as part of the overall balance. Separately recognised goodwill is 
tested annually for impairment and carried at cost less accumulated impairment losses. 

Impairment losses on goodwill are not reversed. Gains and losses on the disposal of an entity include the carrying amount of 
goodwill relating to the entity sold.

Goodwill is allocated to cash-generating units for the purpose of impairment testing. The allocation is made to those cash-
generating units or Groups of cash-generating units that are expected to benefit from the business combination in which the 
goodwill arose. The Group allocates goodwill to each business segment in each country in which it operates.

Contractual customer relationships

Acquired contractual customer relationships from business combinations are recognised at fair value at acquisition date. 
Contractual customer relationships intangible assets are amortised using the straight-line method over their useful lives of 
five or 10 years. Management reviews the carrying value where objective evidence of impairment exists. The carrying value is 
written down to estimated recoverable amount when a permanent decrease in value occurs. Any impairment is recognised 
in the statement of comprehensive income when incurred.

Trademarks, brands and intellectual property

Trademarks, brands and intellectual property have a finite useful life and are initially measured at fair value and subsequently 
amortised over its useful life. Amortisation is calculated using the straight-line method to allocate the cost of trademarks, 
brands and intellectual property over their estimated useful lives of 10 years. The carrying value of these intangible assets is 
assessed for any impairment if impairment indicators exist and any required adjustment will be expensed in the statement of 
comprehensive income.
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1. Summary of accounting policies (continued)

Internally generated computer software development costs

Costs associated with developing computer software programs are generally expensed as incurred. 

However, costs that are clearly associated with an identifiable and unique product, which will be controlled by the Group 
and have a profitable benefit exceeding the cost beyond one year, are recognised as intangible assets. 

The following criteria are required to be met before the related expenses can be capitalised as an intangible asset. These 
criteria are:

– The technical feasibility of completing the intangible asset so that it will be available for use or sale.

– Its intention to complete the intangible asset and use or sell it.

– Its ability to use or sell the intangible asset.

– How the intangible asset will generate probable future economic benefits. Among other things, the entity can 
demonstrate the existence of a market for the output of the intangible asset or the intangible asset itself or, if it is to be 
used internally, the usefulness of the intangible asset.

– The availability of adequate technical, financial and other resources to complete the development and to use or sell the 
intangible asset.

– Its ability to measure reliably the expenditure attributable to the intangible asset during its development.

Expenditure that enhances and extends the benefits of computer software programs beyond their original specifications and 
lives is recognised as a capital improvement and added to the original cost of the software.

Computer software development costs recognised as assets are amortised using the straight-line method over their useful 
lives, not exceeding a period of 15 years.

Directly attributable costs associated with the acquisition and installation of software are capitalised.

Computer software acquired

Acquired computer software licences are capitalised on the basis of the cost incurred to acquire and bring to use the 
specific software. These costs are amortised over their estimated useful lives (two to seven years). The carrying value of 
these intangible assets is assessed for any impairment if impairment indicators exist and any required adjustment will be 
expensed in the statement of comprehensive income.

Impairment of assets

Impairment of non-financial assets

Intangible assets that have an indefinite useful life or intangible assets not ready to use are not subject to amortisation and 
are tested annually for impairment. Assets that are subject to amortisation are reviewed for impairment whenever events or 
changes in circumstances indicate that the carrying amount may not be recoverable. An impairment loss is recognised for 
the amount by which the asset’s carrying amount exceeds its recoverable amount. The recoverable amount is the higher of 
an asset’s fair value less costs of disposal and value in use. For the purposes of assessing impairment, assets are grouped at 
the lowest levels for which there are largely independent cash inflows (cash-generating units). Prior impairments of non-
financial assets (other than goodwill) are reviewed for possible reversal at each reporting date.

Operating leases

The Group is the lessee

Leases where the lessor retains substantially all the risks and rewards of ownership are classified as operating leases. Rentals 
payable under operating leases are charged to the statement of comprehensive income on a straight-line basis over the term 
of the relevant lease. Lease incentives received are recognised in the statement of comprehensive income as an integral part 
of the total lease expense.

When an operating lease is terminated before the lease period has expired, any payment required to be made to the lessor 
by way of penalty is recognised in full as an expense in the year in which the termination takes place.
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1. Summary of accounting policies (continued)

The Group is the lessor

The Group has entered into sub-lease agreements on some of the operating leases that it has entered into as lessee. 
The rental income is recognised on a straight-line basis over the lease term. Lease incentives granted are recognised as 
an integral part of the total rental income.

Direct costs incurred in concluding an operating sub-lease are amortised over the lease term. 

Financial assets

A financial asset is any asset that is:

	 (a)	 cash;

	 (b)	 an	equity	instrument	of	another	entity;

 (c) a contractual right: to receive cash or another financial asset from another entity, or to exchange financial assets or 
financial	liabilities	with	another	entity	under	conditions	that	are	potentially	favourable	to	the	entity;	or

 (d) a contract that will or may be settled in the entity’s own equity instruments and is either a non-derivative for which the 
entity is or may be obliged to receive a variable number of the entity’s own equity instruments or a derivative that will 
or may be settled other than by the exchange of a fixed amount of cash or another financial asset for a fixed number of 
the entity’s own equity instruments.

Financial assets are initially recognised when the Group becomes a party to the contract.

At initial recognition, management determines the appropriate classification of financial assets, attributable to shareholders 
or policyholders, as follows:

•	 Financial	assets	at	fair	value	through	profit	and	loss	comprise	financial	assets	held	for	short-term	profit	taking.	If	elected,	
financial assets may also be classified as held at fair value through profit and loss when initially recognised. Where this 
option has been elected, the financial assets are designated as financial instruments at fair value through profit and loss.

•	 Held-to-maturity	investments	are	financial	assets	with	fixed	or	determinable	payments	and	fixed	maturity	where	
management has both the intent and ability to hold to maturity.

•	 Loans	and	receivables	originated	by	the	entity	are	financial	assets	that	are	created	by	the	entity	by	providing	money,	
goods or services directly to a debtor, other than those that are originated with the intention of sale immediately or in 
the short term.

•	 Financial	assets	that	are	not	classified	as	any	of	the	above	are	classified	as	available	for	sale.

Financial assets (or a part of a financial asset) are derecognised when the rights to receive cash flows from the financial 
assets have expired or have been transferred and the Group has transferred substantially all risks and rewards of ownership.

Financial assets at fair value through profit and loss

This category has two sub-categories: financial assets held for trading and those designated at fair value through profit and 
loss at inception.

A financial asset is classified into the ‘financial assets at fair value through income’ category at inception if acquired 
principally for the purpose of selling in the short term, if it forms part of a portfolio of financial assets in which there is 
evidence of short-term profit-taking, or if so designated by management.

Financial assets at fair value through profit and loss are financial assets held for trading. A financial asset is classified in 
this category if acquired principally for the purpose of selling in the short term. Derivatives are also categorised as held 
for trading unless they are designated as hedges. Assets in this category are classified as current assets if expected to be 
settled within 12 months.

Gains or losses arising from changes in the fair value of the ‘financial assets at fair value through profit and loss’ category, 
are presented in the statement of comprehensive income within ‘fair value gains/(losses)’ in the period in which they arise. 
Dividend income from financial assets at fair value through profit and loss is recognised in the statement of comprehensive 
income when the Company’s right to receive payment is established. If the market for a financial asset is not active (and for 
unlisted securities), the Company establishes fair value by using valuation techniques. These include the use of recent arm’s 
length transactions, reference to other instruments that are substantially the same, discounted cash flow analysis, and option 
pricing models making maximum use of market inputs and relying as little as possible on entity-specific inputs. 

The Company assesses at each statement of financial position date whether there is objective evidence that a financial asset 
or a group of financial assets are impaired.
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1. Summary of accounting policies (continued)

Receivables from subsidiaries and Group entities

Receivables from subsidiaries and Group entities are non-derivative financial assets with no fixed or determinable payments 
that are not quoted in an active market and with no intention of trading. They are included in current assets and carried at 
amortised cost using the effective interest rate method less required impairment.

Trade and other receivables

Trade and other receivables comprise loans and receivables. Loans and receivables are recognised initially at fair value and 
subsequently measured at amortised cost using the effective interest method, less provision for impairment. A provision 
for impairment of trade and other receivables is established when there is objective evidence that the Group will not be 
able to collect all amounts due according to the original terms of the receivables. Significant financial difficulties of the 
debtor, probability that the debtor will enter bankruptcy or financial reorganisation, and default or delinquency in payments 
(more than 30 days overdue) are considered indicators that the receivable is impaired. The amount of the provision is the 
difference between the asset's carrying amount and the present amount of estimated future cash flows, discounted at the 
original effective interest rate. 

The carrying amount of the asset is reduced through the use of an allowance account, and the amount of the loss is 
recognised in the statement of comprehensive income within ‘bad debt write-off’. When a trade receivable is uncollectable, 
it is written off against the allowance account for trade receivables. Subsequent recoveries of amounts previously written off 
are credited to ‘bad debts recovered’.

Impairment of assets held at amortised cost 

These assets are recognised initially at fair value and subsequently measured at amortised cost using the effective interest 
method, less provision for impairment.

A provision for impairment of debt securities held at amortised cost is established when there is objective evidence that the 
Group will not be able to collect all amounts due according to their original terms.

Objective evidence that a financial asset or group of assets is impaired includes observable data that comes to the attention 
of the Group about the following events:

	 (i)				Significant	financial	difficulty	of	the	issuer	or	debtor;

	 (ii)			A	breach	of	contract,	such	as	a	default	or	delinquency	in	payments;

	 (iii)	 It	becoming	probable	that	the	issuer	or	debtor	will	enter	bankruptcy	or	other	financial	reorganisation;

	 (iv)		The	disappearance	of	an	active	market	for	that	financial	asset	because	of	financial	difficulties;	or

 (v)  Observable data indicating that there is a measurable decrease in the estimated future cash flow from a group of 
financial assets since the initial recognition of those assets, although the decrease cannot yet be identified with the 
individual financial assets in the Group, including:

	 –	 adverse	changes	in	the	payment	status	of	issuers	or	debtors	in	the	Group;	or

 – national or local economic conditions that correlate with defaults on the assets in the Group.

The Group first assesses whether objective evidence of impairment exists individually for financial assets that are individually 
significant. If the Group determines that no objective evidence of impairment exists for an individually assessed financial 
asset, whether significant or not, it includes the asset in a group of financial assets with similar credit risk characteristics and 
collectively assesses them for impairment. Assets that are individually assessed for impairment and for which an impairment 
loss is or continues to be recognised are not included in a collective assessment of impairment. Management assesses the 
annual cash requirements and the fair value in determining whether or not the asset will be held at amortised cost.

If there is objective evidence that an impairment loss has been incurred on investments carried at amortised cost, the 
amount of the loss is measured as the difference between the asset’s carrying amount and the present value of estimated 
future cash flows (excluding future credit losses that have been incurred) discounted at the financial asset’s original effective 
interest rate. The carrying amount of the asset is reduced through the use of an allowance account, and the amount of the 
loss is recognised in the statement of comprehensive income. If an investment held at amortised cost or a loan has a variable 
interest rate, the discount rate for measuring any impairment loss is the current effective interest rate determined under 
contract. As a practical expedient, the Group may measure impairment on the basis of an instrument’s fair value using an 
observable market price. 
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1. Summary of accounting policies (continued)

Whenever sales or reclassification of more than an insignificant amount of investments held at amortised costs do not meet 
any of the conditions listed above, any remaining investments held at amortised cost shall be reclassified as available for 
sale. On such reclassification, the difference between their carrying amount and fair value shall be recognised directly in 
equity, through the statement of changes in equity until the financial asset is derecognised, at which time the cumulative 
gain or loss previously recognised in equity shall be recognised in profit or loss.

If, as a result of a change in intention or ability, it is no longer appropriate to classify an investment as held at amortised 
cost, it shall be reclassified as available for sale and remeasured at fair value, and the difference between its carrying amount 
and fair value shall be recognised directly in equity, through the statement of changes in equity until the financial asset is 
derecognised, at which time the cumulative gain or loss previously recognised in equity shall be recognised in profit or loss.

Prepayments and deposits

Prepayments and deposits are recognised initially at fair value and subsequently measured at amortised cost using the 
effective interest method, less provision for impairment if they relate to financial assets. The prepayments and deposits 
which relate to the receipt of goods or services are initially and subsequently measured at cost.

Cash and cash equivalents

Cash and cash equivalents are carried at fair value. For the purpose of the statement of cash flows, cash includes cash on 
hand, demand deposits and other short-term highly liquid investments with original maturities of three months or less, that 
are readily convertible to a known amount of cash and are subject to an insignificant risk of change in value.

Financial liabilities

A financial liability is any liability that is:

 (a) A contractual obligation:

	 	 	 (i)	 To	deliver	cash	or	another	financial	asset	to	another	entity;	or

   (ii) To exchange financial asset or financial liabilities with another entity under conditions that are potentially 
unfavourable	to	the	entity;	or

 (b) A contract that will or may be settled in the entity’s own equity instruments and is:

   (i) A non-derivative for which the entity is or may be obliged to deliver a variable number of the entity’s own 
equity	instruments;	or

   (ii) A derivative that will or may be settled other than by the exchange of a fixed amount of cash or another 
financial asset for a fixed number of the entity’s own equity instruments.

   (iii) A derivative that will or may be settled other than by the exchange of a fixed amount of cash or another 
financial asset for a fixed number of the entity’s own equity instruments.

Financial liabilities (or a part of a financial liability) are derecognised when, and only when, it is extinguished, i.e. when the 
obligation specified in the contract is discharged or cancelled or expires.

Trade and other payables

Trade and other payables comprise of payables classified as financial liabilities and payables arising from insurance contracts. 
Payables classified as financial liabilities are recognised initially at fair value and subsequently measured at amortised cost 
using the effective interest method.

Borrowings

Borrowings are recognised initially at fair value, net of transaction costs incurred. Borrowings are subsequently stated at 
amortised	cost;	any	difference	between	the	proceeds	(net	of	transaction	costs)	and	the	amortised	cost	is	recognised	in	 
the statement of comprehensive income under ‘finance costs’ over the period of the borrowings using the effective  
interest method.

Borrowings are classified as current liabilities unless the Group has an unconditional right to defer settlement of the liability 
for at least 12 months after the statement of financial position date.
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1. Summary of accounting policies (continued)

Contingent liabilities

Contingent liabilities have been recognised as part of business combinations detailed in note 4. Contingent liabilities are 
liabilities for which a reliable estimate can be made, yet the probability of an outflow of economic benefits is remote. 

The fair values of contingent liabilities recognised as part of the business combinations have been determined by 
management as the amounts that a third party would charge to assume the contingent liabilities. These amounts reflect all 
expectations about possible cash flows and not the single most likely or the expected maximum or minimum cash flow.

Contingent liabilities acquired as part of a business combination

After their initial recognition, the Group measures contingent liabilities that are recognised separately due to a business 
combination at the higher of:

 (i)  The amount that would be recognised in accordance with IAS 37 Provisions, Contingent Liabilities and Contingent 
Assets;	and

 (ii) The amount initially recognised less, when appropriate, cumulative amortisation recognised in accordance with  
IAS 18 Revenue.

Provisions

Provisions are recognised when the Group has a present legal or constructive obligation as a result of past events, for which 
it is probable that an outflow of economic benefits will be required to settle the obligation, and a reliable estimate can be 
made of the amount of the obligation.

Provisions are measured at the present value of the expenditure expected to be required to settle the obligation using a 
pre-tax rate that reflects current market assessments of the time value of money and the risks specific to the obligation. The 
increase in the provision due to passage of time is recognised as interest expense in the statement of comprehensive income 
as finance costs.

Employee costs

Pension and provident fund obligations

The Group operates a number of defined contribution plans, the assets of which are held in separate trustee-administered 
funds. The pension and provident plans are funded by payments from employees and by the Group, taking account of the 
recommendations of independent qualified actuaries. The funds are administered in terms of the Pension Funds Act and 
periodic actuarial valuations are performed.

The Group’s contributions to the defined contribution pension and provident plans are charged to the statement 
of comprehensive income in the year to which they relate. The Group has no further payment obligations once the 
contributions have been paid.

Post-employment medical obligations

Some of the retired employees are provided with post-employment healthcare benefits. No further post-employment 
healthcare benefits will be granted. These obligations are valued annually by independent qualified actuaries using the 
projected unit credit method. Actuarial gains and losses arising from experience adjustments and changes in actuarial 
assumptions are charged or credited to the statement of comprehensive income under employee benefit costs. Interest 
costs are charged to the statement of comprehensive income as finance costs.

Annual leave

Employee entitlements to annual leave are recognised when they accrue to employees. A provision is made for the 
estimated liability for annual leave as a result of services rendered by employees up to the statement of financial position 
date. This provision is recognised in the statement of financial position under ‘Employment benefit liability’.
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1. Summary of accounting policies (continued)

Termination benefits

Termination benefits are payable when employment is terminated before the normal retirement date, or when an employee 
accepts voluntary redundancy in exchange for these benefits. The Group recognises termination benefits when it is 
demonstrably committed to either:

•	 Terminating	the	employment	of	current	employees	according	to	a	detailed	formal	plan	without	possibility	of	withdrawal;	or

•	 Providing	termination	benefits	as	a	result	of	an	offer	made	to	encourage	voluntary	redundancy.

Benefits falling due more than 12 months after statement of financial position date are discounted to present value.

Bonus plan

The Group recognises a liability and an expense for bonuses based on a formula where there is a contractual obligation 
or a past practice that created a constructive obligation. The Group has a 13th cheque salary structuring mechanism and 
an incentive scheme. The expense is recognised as ‘Employee benefit costs’ in the statement of comprehensive income. 
Factors that are taken into account when determining the incentive bonus amounts include key performance indicators 
and Company performance of both the individual and the Company.

Investments in subsidiaries

Investments in subsidiaries are accounted for at cost less accumulated impairment in the separate annual financial 
statements of the Company.

Revenue and expense recognition

Revenue comprises the fair value of the consideration received or receivable for services provided in the ordinary course 
of business. 

The Group recognises revenue when the amount can be measured reliably, and it is probable that the future economic 
benefits will flow to the entity.

All revenue excludes Value Added Tax (“VAT”). All expenditure on which input VAT can be claimed excludes VAT.

Administration fees

Gross fees for the administration of medical schemes, and the provision of managed care services, are recognised as revenue 
on the accrual basis as the services are provided. Administration fees are accounted for as revenue in the statement of 
comprehensive income.

Finance income

Interest income is recognised on a time-proportion basis using the effective interest method. When a receivable is impaired, 
the Group reduces the carrying amount to its recoverable amount, being the estimated future cash flow discounted at the 
original effective interest rate of the instrument, and continues unwinding the discount as interest income. Interest income 
on impaired loans is recognised either as cash is collected or on a cost-recovery basis as conditions warrant.

Dividend income

Dividend income is recognised when the right to receive payment is established (date of declaration).

Other expenditure

All other expenditure is recognised as and when incurred.

Current and deferred income tax

The current income tax charge is calculated on the tax laws enacted or substantively enacted at the statement of financial 
position date in the countries where the Group’s subsidiaries and associates operate and generate taxable income. 

Management periodically evaluates positions taken in tax returns with respect to situation in which applicable tax regulations 
is subject to interpretation and establishes provisions where appropriate on the basis of amounts expected to be paid to the 
tax authorities.
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1. Summary of accounting policies (continued)

Deferred income tax is provided in full, using the liability method, on temporary differences arising between the tax basis of 
assets and liabilities and their carrying amounts in the annual financial statements. However, the deferred income tax is not 
accounted for if it arises from initial recognition of an asset or a liability in a transaction other than a business combination 
that at the time of the transaction affects neither accounting nor taxable profit or loss. Deferred income tax is determined 
using tax rates and laws that have been enacted or substantially enacted by the statement of financial position date and are 
expected to apply when the related deferred tax asset is realised or the deferred income tax liability is settled.

Deferred income tax assets are recognised to the extent that it is probable that future taxable profit will be available against 
which the temporary differences can be utilised.

Dividends Tax

Dividends tax will be borne by the shareholder receiving the dividend at a rate of 15%. Tax on dividends in specie will remain 
the liability of the Company declaring the dividend.

South African resident companies are, however, exempt from the new dividends tax.

In respect of dividends, other than dividends in specie, the Company declaring the dividend is required to withhold the 
dividends tax on payment. If the dividend is paid through a regulated intermediary, liability for the withholding tax shifts to 
the intermediary. Dividends tax will not need to be withheld if a written declaration is obtained from the shareholder stating 
that they are either entitled to an exemption or to double taxation relief.

Dividends

Dividends are recorded in the Group’s annual financial statements in the period in which they are approved by the  
Group’s shareholders.

Share capital

Ordinary shares

Ordinary shares are classified as equity.

Incremental costs directly attributable to the issue of new shares or options are shown in equity as a deduction from  
the proceeds.

When the Group reacquires its own equity instruments, those instruments (‘treasury shares’) shall be deducted from equity. In the 
event that the shares are cancelled upon reacquisition, share capital and share premium are respectively reduced with the original 
issue price of the shares reacquired. Any difference between the original issue price and the reacquisition price is recognised as 
an increase or decrease in the retained earnings. Where such treasury shares are acquired and held by other members of the 
consolidated Group the consideration paid or received is recognised directly in equity as a treasury share reserve.

Share-based payments

The Group had applied the requirements of IFRS 2 Share-based payments. The Group issues equity-settled share-based 
awards to certain employees, which are measured at fair value at the date of grant and expensed on a straight-line basis 
over the vesting period, based on the Group’s estimate of shares that will eventually vest. Vesting assumptions are reviewed 
at each reporting period to ensure that they reflect current expectations. The Group treats the share-based payment 
reserves in the same manner at Company and Group level. At Company level, the reserves are accounted for at the same 
value as the Group due to the fact that ACT Company is responsible for issuing the shares to the subsidiary Executives. The 
share-based payment expense is accounted for individually in each impacted subsidiary where the Executives are employed. 
The Group IFRS 2 share-based payment expense is recharged to the aforementioned subsidiaries due to the fact that the 
AHL Executives are employed by those respective subsidiaries and accordingly they should bear the related costs.
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1. Summary of accounting policies (continued)

Consolidation procedures

In order that the consolidated annual financial statements present financial information about the Group as that of a single 
economic entity, the following steps are then taken:

 (i)   The carrying amount of the parent’s investment in each subsidiary and the parent’s portion of equity of each subsidiary 
are	eliminated	(refer	to	note	4:	Business	combinations	which	describes	the	treatment	of	any	resultant	goodwill);

	 (ii)	 Non-controlling	interests	in	the	profit	or	loss	of	consolidated	subsidiaries	for	the	reporting	period	are	identified;	and

 (iii)  Non-controlling interests in the net assets of consolidated subsidiaries are identified separately from the parent 
shareholders’ equity in them. Non-controlling interests in the net assets consist of:

  – The amount of those non-controlling interests at the date of the original combination calculated in accordance 
with IFRS	3;	and

  – The non-controlling interest’s share of changes in equity since the date of the combination.

Inventory

Inventory is stated at the lower of cost or net realisable value. The cost of inventories shall comprise the cost of purchase, 
conversion and other costs incurred in bringing the inventories to their present location and condition.

As inventories held by the Group represents highly specialised medical equipment at high value, the policy adopted by 
the Group is the specific identification of cost method.

Net realisable value is the estimated selling price in the ordinary course of business, less applicable variable selling expenses.

Segment reporting

Operating segments are reported in a manner consistent with the internal reporting provided to the chief operating 
decision-maker. The chief financial officer, who is responsible for allocating resources and assessing performance of the 
operating segments, has been identified as the Chief Executive Officer as the person that makes strategic decisions.

Contingent reserve

The contingent reserve was accounted for and treated in accordance with IFRS 3 (2004) and not IFRS 3 (revised) of 2009 
due to the date of the initial Acquisition Agreement of 2008. The treatment of the contingent shares issued as equity is in 
line with the interpretations that were applied at the time of the transaction and the treatment for contingent consideration 
under IFRS 3 (2004). The old IFRS 3 requirements are still required to be applied to a business combination that occurred 
when it was applicable (i.e. IFRS 3 (2004) was grandfathered) The standard requires that when a business combination 
agreement provides for an adjustment to the combination’s cost contingent on future events as is the case for this 
transaction, the acquirer should include the amount of that adjustment in the combination’s cost at the acquisition date if 
that adjustment is probable and can be measured reliably. Please refer to note 19 for further details. The accounting policy 
relating to IFRS 3 (2004) is below:

The purchase method of accounting is used to account for the acquisition of subsidiaries by the Group. The cost of the 
acquisition is measured at the aggregate of the fair values, at the date of exchange, of assets given, liabilities incurred 
or assumed, and equity instruments issued by the Group in exchange for control of the acquiree, plus any costs directly 
attributable to the business combination. The acquiree’s identifiable assets, liabilities and contingent liabilities that meet 
the conditions for recognition under IFRS 3 are recognised at their fair values at the acquisition date.

The excess of the cost of acquisition over the fair value of the Group’s share of the identifiable net assets acquired is 
recorded as goodwill. If the cost of acquisition is less than the fair value of the Group’s share of the net assets of the 
subsidiary acquired, the difference is recognised directly in the statement of comprehensive income.

The non-controlling interest in the acquiree is initially measured at the non-controlling interests’ proportion of the net fair 
value of the assets, liabilities and contingent liabilities recognised.

Contingent shares

The contingent shares have been recognised at their fair value at the acquisition date. These shares have been classified 
as equity and are not remeasured. Subsequent settlement is accounted for within equity.
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2. Critical accounting estimates and assumptions

Estimates and judgements are continually evaluated and are based on historical experience and other factors, including 
expectations of future events that are believed to be reasonable under the circumstances. The Group makes estimates and 
assumptions concerning the future. The resulting accounting estimates will, by definition, seldom equal the related actual 
results. The estimates and assumptions that have a significant risk of causing a material adjustment to the carrying amounts 
of assets and liabilities within the next financial year are addressed below:

Impairment of Sapling Trade and Invest (Proprietary) Limited 

As part of the purchase price allocation of the Sapling Trade and Invest (Proprietary) Limited transaction in September 2012, 
the Group identified the following intangible assets:

 – Contractual customer relationships

 – Goodwill

However, during the course of the year the sole income generating contract with the primary client was prematurely 
terminated resulting in no foreseeable future income.

This has resulted in the full impairment of the contractual customer relationship intangible asset (R17.52 million) and goodwill 
(R23.1 million).

The incorporation of Klinikka (Proprietary) Limited and the related business combination of DBC SA (Proprietary) Limited

During the year AHL incorporated Klinikka (Proprietary) Limited (“Klinnika”) to commence a new business operation of 
selling specialised medical equipment. The formation of Klinikka resulted in the business acquisition of assets of DBC SA 
(Proprietary) Limited.

As part of the purchase price allocation of the transaction in November 2013, the Group recognised goodwill and a master 
licence agreement giving AHL the sole right to sell the specialised equipment in South Africa and other parts of the world.

Acquisition of Bonitas Marketing Company (Proprietary) Limited

As part of the purchase price allocation of the Bonitas Marketing Company (Proprietary) Limited transaction in September 
2012, the Group identified the following intangible assets:

Contractual customer relationships

The existing customer contracts with external parties will result in an inflow of economic benefits to the Group and as a 
result considered to be an intangible asset. 

The discounted cash flow technique was used to value the customer contracts at the date of acquisition. Operating profits 
before tax based on five year income and expenditure forecasts derived from management’s strategic planning forecasts 
were used as cash flows. A discount rate of 10.65% was used, which was considered to be appropriate for the industry in 
which Bonitas Marketing Company (Proprietary) Limited operated at the date of acquisition. The useful life of this intangible 
asset has been estimated to be five years.

Contingencies 

By their nature, contingencies will only be resolved when one or more future events occur or fail to occur. The assessment of 
such contingencies inherently involves the exercise of significant judgement and estimates of the outcome of future events 
as disclosed in note 38.1.

Impairment of goodwill

The carrying amount of goodwill is tested annually for impairment in accordance with the stated accounting policy. The 
recoverable amount of the cash-generating units (“CGU”) has been determined based on value-in-use calculation, being the 
net present value of the discounted cash flows of the CGU less the tangible net asset value of that CGU. Details of the main 
assumptions applied in determining the net present value of the CGU are provided in note 8 in these annual financial statements.

05. OUR RESULTS 143

afrocentric IAF financials Final.indd   143 2014/11/21   02:10:23 PM



2. Critical accounting estimates and assumptions (continued)

Carrying value of tangible and intangible assets

The Group reviews and tests the carrying value of assets when events or changes in circumstances suggest that the 
carrying amount may not be recoverable. Assets are grouped at the lowest level for which identifiable cash flows are 
largely independent of cash flows of other assets. If there are indications that impairment may have occurred, estimates are 
prepared of expected future cash flows for each group of assets. Expected future cash flows used to determine the value 
in use of tangible assets are inherently uncertain and could materially change over time. They are significantly affected by 
a number of factors.

The carrying amount of tangible and intangible assets at 30 June 2014 was R115.1 million (June 2013: R105.3 million) and 
R603 million (June 2013: R628 million) respectively.

3. Financial risk management

General

Risk management is a priority issue because it affects every part of the business. It is a pre-emptive process that allows 
the Group to assess and analyse risk in an integrated fashion, identifying potential areas in advance and then to proactively 
create processes and measures for compliance.

Fundamentally, the Board’s responsibility in managing risk is to protect the Group’s employees, its policyholders, and the 
Group in every facet. It fully accepts overall responsibility for risk management and internal control and in so doing the 
Board has deployed effective control mechanisms to prevent and mitigate the impact of risk.

Primary responsibility for risk management at an operational level rests with the Executive Committee. Management and 
various specialist committees are tasked with integrating the management of risk into the day-to-day activities of the Group. 
Refer to the corporate governance statement for more detail regarding the committees involved in risk management.

The Healthcare and Administration business activities are exposed to a variety of financial risks:

	 –	 Market	risk;

	 –	 Credit	risk;

	 –	 Liquidity	risk;

 – Litigation and legal risk.

The Group’s overall risk management programme focuses on the unpredictability of financial markets and seeks to minimise 
potential adverse effects on the Group’s financial performance.

Market risk

Currency risk

Currency risk arises when future commercial transactions, recognised assets and liabilities are denominated in a currency 
that is not the entity’s functional currency.

The Group has certain investments in foreign operations, whose net assets are exposed to foreign currency translation risk. 
Currency exposure arising from the net assets of the Group’s foreign operations is managed primarily through borrowings 
denominated in the relevant foreign currencies.

The Group is not exposed to any currency risk in relation to its foreign operations in Namibia and Swaziland as the 
currencies of these countries are fixed to the South African rand.

Cash flows from other foreign investments (Botswana, Mauritius, International and Zimbabwe) bear currency risk. The most 
significant exposure is to the euro, Mauritian rupee, the Botswana pula and the Zimbabwean dollar. The impact of currency 
risk on profit and loss amounted to a gain of R0.394 million (June 2013: R0.383 million loss).
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3. Financial risk management

Price risk

The Group is exposed to equity securities price risk due to its investment in its associate, Jasco Electronics Holdings Limited, 
which is a listed entity on the JSE Limited. As such, the fair value of the investment is affected by changes in the share price. 
The Company’s own shares are also listed on the JSE Limited.

Cash flow and fair value interest rate risk

The interest rates of operating leases to which the Group is lessor or lessee are varying interest rates fixed to prime at 
inception of the contract. These leases expose the “Healthcare business” to cash flow interest rate risk. The cash flow interest 
rate risk arises from instalment sale agreements. These amounts are immaterial and the financial risk of fluctuating prime 
rates is insignificant to the operations.

Market risk sensitivity analysis

The Group has used a sensitivity analysis technique that measures the estimated change to the statement of comprehensive 
income and equity of an instantaneous increase of 1% (100 basis points) in the market interest rates for each class of 
financial instrument with all other variables remaining constant. The sensitivity analysis excludes the impact of market risks 
on net post-employment benefit obligations.

The Group is not materially exposed to price and currency risk, therefore no sensitivity analysis is deemed necessary.

Interest rate risks

The interest rate sensitivity analysis is based on the following assumptions:

 – Changes in market interest rates affect the interest income or expense of variable interest financial instruments.

 – Changes in market interest rates only affect interest income or expense in relation to financial instruments with fixed 
interest rates if these are recognised at their fair value.

 – Changes in market interest rates affect the fair value of the derivative financial instruments designated as hedging 
instruments and all interest rate hedges are expected to be highly affected.

Instruments exposed Increase in 1% on statement 
of comprehensive income

June 2014 R’000

Preference dividend 900

Bank borrowings (1 586)

Bank balances and short-term investments     3 319 

Total 2 633

June 2013

Preference dividend 60

Bank borrowings (2 000)

Bank balances and short-term investments 2 060

Total 120

Under these assumptions, a 1% increase in market interest rates at 30 June 2014 would increase profit before tax by 
approximately R2 633 000 (June 2013: R120 000). 
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3. Financial risk management (continued)

Credit risk

Credit risk arises from cash and cash equivalents and other investments, that is, deposits with banks and financial 
institutions, as well as credit exposures to clients, including outstanding receivables and committed transactions. For banks 
and financial institutions only independently rated parties with a minimum rating of ‘A’ are accepted. If clients do not have 
an independent rating, risk control assesses the credit quality of the client, taking into account its financial position, past 
experience and other factors. Credit risk is managed at both the Group and Company level.

A significant portion of the Group’s client base comprises high-credit quality financial institutions. The “Healthcare business” 
has under agreement the authority to draw funds due and payable to it directly from the bank accounts of certain medical 
schemes using a collection module. Revenue from medical schemes is therefore settled in cash.

No credit limits were exceeded during the reporting period and management does not expect any losses from non-
performance by these counterparties.

Liquidity risk

Prudent liquidity risk management implies maintaining sufficient cash and marketable securities, the availability of funding 
through an adequate amount of committed credit facilities to meet debt repayment and operating requirements.

Management monitors the cash position on a daily basis. Due to the dynamic nature of the underlying businesses, 
management maintains flexibility in funding by keeping committed credit facilities available.

Management monitors rolling forecasts of the liquidity reserve on the basis of expected cash flow.

The table below analyses all cash flows from financial liabilities into the time buckets in which they are contractually due to 
be paid:

Time buckets applicable to the Group:

GROUP

Less than 
3 months or 
on demand

More than 
3 months but 

not exceeding 
6 months

More than 
6 months but 

not exceeding 
9 months

More than 
9 months but 

not exceeding 
1 year

More than 
a year Total

June 2014 R’000 R’000 R’000 R’000 R’000 R’000

Borrowings – – – 44 877 112 946 157 823*

Trade payables 103 500 6 129 6 129 6 129 – 121 887

June 2013

Borrowings 7 926 – – – 200 000 207 926

Trade payables 86 468 2 582 2 582 2 614 – 9 446

*Includes interest

Time buckets applicable to the Company:

COMPANY

Less than 
3 months or 
on demand

More than 
3 months but 

not exceeding 
6 months

More than 
6 months but 

not exceeding 
9 months

More than 
9 months but 

not exceeding 
1 year

More than a 
year Total

June 2014 R’000 R’000 R’000 R’000 R’000 R’000

Loans from Group 
companies 75 342 – – – – 75 342

Trade payables 17 533 – – – – 17 533

June 2013

Loans from Group 
companies 110 016 – – – – 110 016

Trade payables 87 – – – – 87
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3. Financial risk management (continued)

The table below analyses all undiscounted cash flows from financial assets into the time buckets that they are contractually 
due to be received. 

Time buckets applicable to the Group:

GROUP
Less than 
3 months

More than 
3 months but 

not exceeding 
6 months

More than 
6 months but 

not exceeding 
9 months

More than 
9 months but 

not exceeding 
1 year

More than 
a year Total

June 2014 R’000 R’000 R’000 R’000 R’000 R’000

Interest-bearing loan – – – – – –

Trade and other receivables 175 421 2 568 2 568 10 271 – 190 828

Preference shares – 90 000 – – – 90 000

GROUP
Less than 
3 months

More than 
3 months but 

not exceeding 
6 months

More than 
6 months but 

not exceeding 
9 months

More than 
9 months but 

not exceeding 
1 year

More than 
a year Total

June 2013 R’000 R’000 R’000 R’000 R’000 R’000

Interest-bearing loan 2 378 – – 74 000 – 76 378

Trade and other receivables 118 586 2 070 2 070 4 833* – 127 559

Preference shares – – – – 100 000 100 000

*This includes prepayments and deposits. These are not considered past due as no repayment terms are applicable to them.

The carrying amount of all financial assets and liabilities approximate the fair value.

Time buckets applicable to the Company:

COMPANY
Less than 
3 months

More than 
3 months but 

not exceeding 
6 months

More than 
6 months but 

not exceeding 
9 months

More than 
9 months but 

not exceeding 
1 year

More than 
a year Total

June 2014 R’000 R’000 R’000 R’000 R’000 R’000

Trade and other receivables 876 – – – – 876

Preference shares – 90 000 – – – 90 000

COMPANY
Less than 
3 months

More than 
3 months but 

not exceeding 
6 months

More than 
6 months but 

not exceeding 
9 months

More than 
9 months but 

not exceeding 
1 year

More than 
a year Total

June 2013

Trade and other receivables 2 318 – – – – 2 318

Preference shares – – – – 100 000 100 000
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3. Financial risk management (continued)

The accounting policies for the Group’s financial instruments have been applied to the line items below:

Description per the statement of 
financial position Fair value

Amortised 
cost

GROUP    

June 2014

GROUP    

June 2013

COMPANY

June 2014

COMPANY  

June 2013

June 2013 R’000 R’000 R’000 R’000 R’000 R’000

Carrying value Carrying value

Loans and receivables

Interest-bearing loan a – 76 378 – –

Preference shares a 90 000 100 000 90 000 100 000

Trade and other receivables a 190 828 127 559 876  2 318

Cash and cash equivalents a 389 449 360 211 31 591 21 584

Financial liabilities measured at 
amortised cost

Borrowings (non-current and current) a 157 823 207 926 – –

Trade and other payables a 121 887 94 246 17 533 87

Fair value of financial instruments

The following hierarchy is used to classify financial instruments for fair value measurement purposes:

Level 1   –  Quoted prices (unadjusted) in active markets for identical assets or liabilities.

Level 2  –   Inputs other than quoted prices included 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 (unobservable inputs).

The level in the fair value hierarchy within which the fair value measurement is categorised in its entirety is determined 
on the basis of the lowest level input that is significant to the fair value measurement in its entirety. The significance of an 
input is assessed against the fair value measurement in its entirety. If a fair value measurement uses observable inputs that 
require significant adjustment based on unobservable inputs, that measurement is a Level 3 measurement. Assessing the 
significance of a particular input to the fair value measurement in its entirety requires judgement, considering factors specific 
to the asset or liability.

The following table presents the Group's assets and liabilities that are measured at fair value at 30 June 2014:

GROUP GROUP COMPANY COMPANY

30 June 2014 30 June 2013 30 June 2014 30 June 2013
R’000 R’000 R’000 R000

Investment property (note 7) 15 000 15 000 – –

Investment in preference shares (note 12) 90 000 100 000 90 000 100 000

Investment in associates – Jasco (note 10) – – 42 493 35 967

105 000 115 000 132 493 135 967

All financial instruments disclosed above have been classified as a Level 3 financial instrument, i.e. the inputs are not based 
on observable market data except for the investment in associate, Jasco Electronics, which is classified as a Level 1 financial 
instrument. The carrying amount of all assets in the table above approximate the fair value of the assets.
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3. Financial risk management (continued)

Group fair value measurements using significant unobservable inputs (Level 3):

Investment  
property

Investment in  
preference shares

R’000 R’000

Opening balance 15 000 100 000

Transfers to/(from) Level 3 – –

Additions – –

Redemptions – (10 000)

Gains and losses recognised in profit and loss – –

Closing balance 15 000 90 000

The Group has used the following techniques to determine the fair value measurements categorised in Level 3:

Investment Property

The fair value of the investment property is derived by an external property valuer using current prices in an active market 
for similar property in the same location and condition. In applying this approach the valuer has selected other properties 
that have similar risk, growth and cash-generating profiles. Management reviews the valuation performed by the external 
valuer and is satisfied that the inputs, discount rates and cash flow forecasts as used by the external property valuer  
are reasonable.

This investment is considered to be fully recoverable at the fair value of R15 million.

Investment in preference shares

The fair value of the investment in preference shares is derived based on the agreement between AfroCentric Investment 
Corporation and Jasco Electronics. Management is satisfied that the valuation of the investment in the preference shares 
with Jasco represents the fair value. This investment is considered to be fully recoverable at the fair value of R90 million.

Capital risk management

The objective of the Group when managing capital is to safeguard its ability to continue as a going concern in order to 
provide returns for shareholders and benefits for other stakeholders and to maintain an optimal capital structure to reduce 
the cost of capital.

Consistent with others in the industry, the Group monitors cash flow on the basis of the gearing ratio. This ratio is calculated 
as long-term debt divided by total capital employed. Total capital employed is calculated as ‘Equity’ as shown in the 
statement of financial position plus long-term debt.

The gearing ratios at 30 June 2014 and 30 June 2013 respectively are as follows:

GROUP GROUP COMPANY COMPANY

30 June 2014 30 June 2013 30 June 2014 30 June 2013
R’000 R’000 R’000 R000

Total long-term borrowings 112 946 200 000 - -

Total equity 1 123 602 1 053 079 550 002 525 886

Total capital employed 1 236 548 1 253 079 550 002 525 866

Gearing ratio 9.13% 15.96% – –

Adjusted to include short-term borrowings:

Total borrowings (note 22 and 23) 157 823 207 926 75 342 110 016

Total equity 1 123 602 1 053 079 550 002 525 886

Total capital employed 1 281 425 1 261 005 625 344 635 902

Gearing ratio (including short-term borrowings) 12.32% 16.49% 12.05% 17.30%
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4. Business combinations

AfroCentric Investment Corporation Limited acquired AfroCentric Health Limited (“AHL”) on 31 January 2009. IFRS 3 
requires the acquirer to allocate the cost of a business combination at the effective date by recognising the acquiree’s 
identifiable assets, liabilities and contingent liabilities that satisfy the recognition criteria. 

The goodwill arising from the acquisition of AHL is attributable to the increased profitability anticipated as a result of the 
strong market position that the Group will hold in future as the largest black-owned medical aid scheme administrator in 
South Africa. 

In addition, it is the intention of the Group to expand the range of financial services currently offered, particularly those in 
the financial services business units.

IFRS contingent liabilities

The contingent liabilities which remained after the purchase price of the AfroCentric Health Limited acquisition was settled, 
have been determined by the Directors using the maximum loss and the probability of these contingencies materialising at 
the date of acquisition as indicated below:

2014
Maximum loss

R’000
Probability

%
Fair value

R’000

Neil Harvey & Associates 83 500 10% 8 350

83 500 8 350

2013

Neil Harvey & Associates 83 500 10% 8 350

83 500 8 350

June 2014
R’000

June 2013
R’000

Carrying amount of IFRS 3 contingent liabilities at beginning of year 8 350 8 350

Fair value adjustments - -

Carrying amount of IFRS 3 contingent liabilities at end of period 8 350 8 350

The IFRS 3 contingent liabilities are disclosed under ‘Provisions’, note 24.

Purchase of DBC SA (Proprietary) Limited assets in Klinikka (Proprietary) Limited

Klinikka (Proprietary) Limited was incorporated during the current financial year. The Incorporation of Klinikka (Proprietary) 
Limited led to the acquisition of 100% of the assets and assumed liabilities of DBC SA (Proprietary) Limited in November 
2013. IFRS 3 requires the acquirer to allocate the cost of a business combination at the effective date by recognising the 
acquirer’s identifiable assets, liabilities and contingent liabilities that satisfy the recognition criteria. 

The acquisition of DBC SA (Proprietary) Limited is being accounted for using the purchase price method of accounting, 
which requires that the assets and liabilities of DBC SA (Proprietary) Limited be measured at fair value at 1 November 2013.

DBC SA (Proprietary) Limited

R’000 R’000

Fair value of 100% net asset value at acquisition 5 545

   Furniture and fittings 935

   Inventory 4 610

Cash outflow for the purchase of 100% of net asset value 7 980

Goodwill arising from acquisition 2 435

Cash outflow for the purchase of 100% net asset value (7 980)

Cash resources acquired on acquisition –

Net cash outflow (7 980)
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4. Business combinations (continued)

Purchase of Bonitas Marketing Company (Proprietary) Limited

Resticraft (Proprietary) Limited acquired 100% of the issued share capital of Bonitas Marketing Company (Proprietary) 
Limited on 1 September 2012. IFRS 3 requires the acquirer to allocate the cost of a business combination at the effective 
date by recognising the acquirer’s identifiable assets, liabilities and contingent liabilities that satisfy the recognition 
criteria. The goodwill arising from the acquisition of Bonitas Marketing Company (Proprietary) Limited is attributable to 
the increased profitability anticipated as a result of the Bonitas Marketing Company employees knowledge of the broker 
network in the healthcare industry.

The acquisition of Bonitas Marketing Company (Proprietary) Limited is being accounted for using the purchase price 
method of accounting, which requires that the assets and liabilities of Bonitas Marketing Company (Proprietary) Limited 
be measured at fair value at 1 September 2012.

Intangible assets arising from the purchase of subsidiary companies

At the time of the purchase of Bonitas Marketing Company (Proprietary) Limited certain intangible assets were identified 
and valued using the valuation method deemed most appropriate to the intangible asset and relevant to the underlying 
business, at the date of acquisition.

One intangible asset type was identified which related to the customer relationships. The expected cash flows, which were 
determined using a market-related operational model, discounted at the considered weighted average cost of capital, gave 
rise to the intangible assets and goodwill.

The future cash flows used to determine the value of the intangible assets were discounted using the weighted average 
cost of capital (“WACC”), including a premium to accommodate the short-term nature of the relationships, for the cash-
generating unit as follows:

– Bonitas Marketing Company (Proprietary) Limited 10.65%

Purchase price allocation and goodwill

The purchase price has been allocated based on the valuation of the cash-generating units at the time of the purchase price 
determination. The computation of the purchase price and the allocation of the purchase price to the net assets acquired 
based on their respective fair values at 1 September 2012, and the resulting goodwill, are presented below:

Bonitas Marketing Company (Proprietary) Limited    
 

1 September 2012

R’000 R’000

Fair value of 100% net asset value at acquisition 10 766

   Property, equipment and motor vehicles 727

   Deferred taxation assets 266

   Cash resources 8 419

   Trade debtors and other receivables 17 886

   Trade creditors and other payables (16 532)

Net fair value of intangibles at acquisition 4 399

   Fair value of customer relationships acquired 6 110

   Deferred taxation on intangible assets acquired (1 711)

Fair value of Bonitas Marketing Company (Proprietary) Limited at date of acquisition 15 165

Cash outflow for the purchase of 100% shareholding 16 000

Fair value of 100% shareholding at acquisition (15 165)

Goodwill arising from acquisition 835

Cash outflow for the purchase of 100% shareholding (16 000)

Cash resources acquired on acquisition 8 419

Net cash outflow (7 581)
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4. Business combinations (continued)

Purchase of Sapling Trade and Invest (Proprietary) Limited

Sinfra Investments (Proprietary) Limited acquired 100% of the issued share capital of Sapling Trade and Invest (Proprietary) 
Limited on 1 September 2012. IFRS 3 requires the acquirer to allocate the cost of a business combination at the effective 
date by recognising the acquirer’s identifiable assets, liabilities and contingent liabilities that satisfy the recognition criteria. 
The goodwill arising from the acquisition of Sapling Trade and Invest (Proprietary) Limited is attributable to the increased 
profitability anticipated as a result of the Sapling employees knowledge of the broker network in the healthcare industry.

The acquisition of Sapling Trade and Invest (Proprietary) Limited is being accounted for using the purchase price method 
of accounting, which requires that the assets and liabilities of Sapling Trade and Invest (Proprietary) Limited be measured 
at fair value at 1 September 2012.

Intangible assets arising from the purchase of subsidiary companies

At the time of the purchase of Sapling Trade and Invest (Proprietary) Limited certain intangible assets were identified and 
valued using the valuation method deemed most appropriate to the intangible asset and relevant to the underlying business, 
at the date of acquisition.

One intangible asset type was identified which related to the customer relationships. The expected cash flows, which were 
determined using a market-related operational model, discounted at the considered weighted average cost of capita, gave 
rise to the intangible assets and goodwill.

The future cash flows used to determine the value of the intangible assets were discounted using the weighted average 
cost of capital ("WACC"), including a premium to accommodate the short-term nature of the relationships, for the cash 
generating unit as follows:

- Sapling Trade and Invest (Proprietary) Limited 10.65%

Purchase price allocation and goodwill

The purchase price has been allocated based on the valuation of the cash generating units at the time of the purchase price 
determination. The computation of the purchase price and the allocation of the purchase price to the net assets acquired 
based on their respective fair values at 1 September 2012, and the resulting goodwill, are presented below:

Sapling Trade and Invest (Proprietary) Limited
   1 September 2012

R’000 R’000

Fair value of 100%  net asset value at acquisition (2 308)

   Property, equipment and motor vehicles 986

   Deferred taxation assets 140

   Cash resources 1 034

   Trade debtors and other receivables 841

   Trade creditors and other payables (5 309)

Net fair value of intangibles at acquisition 15 446

   Fair value of customer relationships acquired 21 453

   Deferred taxation on intangible assets acquired (6 007)

Fair value of 100% shareholding at acquisition 13 138

Cash outflow for the purchase of 100% shareholding 40 000

Goodwill arising from acquisition 26 862

Cash outflow for the purchase of 100% shareholding (40 000)

Cash resources acquired on acquisition 1 034

Net cash outflow (38 966)
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4. Business combinations (continued)

Other acquisitions

Purchase of IE Business Insight Strategic Consulting (Proprietary) Limited

Bonitas Marketing Company (Proprietary) Limited acquired 100% of the issued share capital of IE Business (Proprietary) 
Limited on 30 June 2013. AfroCentric Health Limited had a 51% shareholding in IE Business (Proprietary) Limited which was 
transferred to Bonitas Marketing Company (Proprietary) Limited on 30 June 2013. The remaining 49% shareholding, held 
by an external company, was purchased by Bonitas Marketing Company (Proprietary) Limited effective 30 June 2013. IFRS 
3 requires the acquirer to allocate the cost of a business combination at the effective date by recognising the acquirer’s 
identifiable assets, liabilities and contingent liabilities that satisfy the recognition criteria. 

The goodwill arising from the acquisition of IE Business (Proprietary) Limited is attributable to the increased profitability 
anticipated as a result of increased membership numbers expected from the business synergies created by the inclusion 
of IE Business (Proprietary) Limited in the Bonitas Marketing Group.

The acquisition of IE Business (Proprietary) Limited is being accounted for using the purchase price method of accounting, 
which requires that the assets and liabilities of Bonitas IE Business (Proprietary) Limited be measured at fair value at 
30 June 2013.

Intangible assets arising from the purchase of subsidiary companies

At the time of the purchase of IE Business (Proprietary) Limited, no intangible assets were identified.

Purchase price allocation and goodwill

The purchase price has been allocated based on the valuation of the cash-generating units at the time of the purchase price 
determination. The computation of the purchase price and the allocation of the purchase price to the net assets acquired 
based on their respective fair values at 30 June 2013, and the resulting goodwill, are presented below:

IE Business Insight Strategic Consulting (Proprietary) Limited
30 June 2013

R’000 R’000

Fair value of 100% net asset value at acquisition (3 963)

   Loan accounts receivable 5 005

   Intervent asset 4 858

   Cash resources 13

   Loan accounts payable (13 839)

Fair value of IE Business (Proprietary) Limited at date of acquisition ( 3 963)

Cash outflow for the purchase of 100% shareholding 12 677

Fair value of 100% shareholding at acquisition 3 963

Goodwill arising from acquisition 16 640

Cash outflow for the purchase of 100% shareholding (12 677)

Inter-group transfers (transfer of 51%) 6 477 

Net cash outflow (purchase of 49%) (6 200)
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5. Segment information

2014

Healthcare  
Administration

R’000
Electronics

R’000
Administration

R’000
Elimination

R’000
Group
R’000

Gross revenue 1 959 760 – – (1 500) 1 958 260

Other income 2 – 234 866 (234 866) 2

Administration expenses (1 592 087) – (11 316) 1 500 (1 601 903)

Amortisation of intangibles (40 611) – – (3 296) (43 907)

Depreciation (40 475) – – – (40 475)

Impairment of intangibles (40 620) – – – (40 620)

Net finance income 33 285 – (15 586) – 17 699

– Finance income 34 039 – 9 899 (9 692) 34 246

– Finance cost (754) – (25 485) 9 692 (16 547)

Share-based payment expense (9 950) – (815) – (10 765)

Fair value gain 2 717 – 3 086 (2 083) 3 720

Share of profit of associate 1 536 2 805 – – 4 341

Profit/(loss) before taxation 271 884 2 805 211 908 (240 245) 246 353

Income tax expense (79 346) – 2 731 923 (75 692)

Profit/(loss) for the year 192 538 2 805 214 639 (239 322) 170 661

Segment assets 1 308 762 – 1 441 727 (1 189 782) 1 560 707

Segment liabilities 240 924 – 978 167 (781 986) 437 105

Depreciation and amortisation (81 086) – – (3 296) (84 382)

Reversal of impairment – – –  3 720 3 720

Nature of business segments

•	 Healthcare	administration	–	consists	of	medical	scheme	administration	and	managed	healthcare	services	via	AfroCentric	
Health Limited (“AHL”). Please refer to note 11 which indicates AfroCentric Health Limited’s summarised financial 
information.  No impairment was considered necessary for AHL.

•	 Electronics	–	consists	of	the	investment	in	Jasco.

•	 Administration	–	consists	of	the	administration	activities	of	the	holding	company	as	well	as	the	investment	in	 
preference shares.

•	 All	inter-group	transactions	are	at	arm's	length.

Geographical segments

The revenue, capital expenditure and assets of the separate geographical locations are less than 10% of the total Group 
revenue, capital expenditure and assets, respectively, therefore no additional disclosure is required.

The Chief Operating Decision Maker is the CEO of the AfroCentric Group, Mr Dewald Dempers.
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5. Segment information (continued)

2013

Healthcare  
Administration

R’000
Electronics

R’000
Treasury

R’000
Administration

R’000
Elimination

R’000
Group
R’000

Gross revenue 1 771 370 – – 100 (1 140) 1 770 330

Other income 2 307 – – 1 201 (1 201) 2 307

Administration expenses (1 429 980) – – (7 833) 1 140 (1 436 673)

Amortisation of intangibles (33 786) – – – (6 312) (40 098)

Depreciation (37 251) – – – – (37 251)

Profit on sale of investment 51 014 – – – – 51 014

Net finance income 21 939 – 6 587 (20 358) – 8 168

- Finance income 22 541 – 6 587 1 997 (6 284) 24 841

- Finance cost (602) – – (22 355) 6 284 (16 673)

Share-based payment expense (22 203) – – (17 665) – (39 868)

Impairment of investment in  
associate – – – (4 121) 4 121 –

Reversal of impairment – – – – 7 253 7 253

Fair value gain on investment 5 252 – – – – 5 252

Share of profit of associate 8 553 (30 030) – – – (21 477)

Profit/(loss) before taxation 337 215 (30 030) 6 587 (48 676) 3 861 268 957

Income tax expense (86 368) – (559) 312 1 767 (84 848)

Profit/(loss) for the year 250 847 (30 030) 6 028 (48 364) 5 628 184 109

Segment assets 1 276 080 – 121 584 1 367 486 (1 236 489) 1 528 661

Segment liabilities 245 904 – 274 927 743 793 (789 042) 475 582

Capital expenditure (80 800) – – – (8 396) (89 196)

Depreciation and amortisation (71 037) – – – (6 312) (77 349)

Impairment of investment in  
associate – – – (4 121) 4 121 –

Reversal of impairment – – – –  7 253 7 253

Fair value gain on investments 5 252 – – – – 5 252

Nature of business segments

•	 Healthcare	administration	–	consists	of	medical	scheme	administration	and	managed	healthcare	services	via	AHL.	
Please refer to note 11 which indicates AfroCentric Health Limited’s summarised financial information. No impairment was 
considered necessary for AHL.

•	 Electronics	–	consists	of	the	investment	in	Jasco.

•	 Treasury	–	consists	of	the	investment	in	preference	shares.

•	 Administration	–	consists	of	the	administration	activities	of	the	holding	company.

Geographical segments

The revenue, capital expenditure and assets of the separate geographical locations are less than 10% of the total Group 
revenue, capital expenditure and assets, respectively, therefore no additional disclosure is required.
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7. Investment property

June 2014
 R’000

June 2013
R’000

Opening fair value 15 000 10 300

Fair value gain – 4 700

Closing fair value                                                                                                                         15 000 15 000

Investment property consists of land, portion 108 (a portion of portion 27) of the farm Weltevreden 202 Roodepoort,  
South Africa.

The Company has elected the fair value model in terms of IAS 40 (Investment Property).

At 30 June 2014 the land was valued at an amount of R15 000 000. 

The valuation was obtained by an independent valuer, J van der Hoven, a property practitioner from ARC Properties. 

The fair value of investment property was determined based on current prices in an active market for similar property in the 
same location and condition.

An independent valuation of the Group’s investment property was performed by valuers to determine the fair value of the 
land and buildings as at 30 June 2014 and 2013. 

The following table analyses the non-financial assets carried at fair value, by valuation method. The different levels have been 
defined as follows:

– Quoted prices (unadjusted) in active markets for identical assets or liabilities (Level 1).

–  Inputs other than quoted prices included within Level 1 that are observable for the asset or liability, either directly (that 
is, as prices) or indirectly (that is, derived from prices) (Level 2).

–  Inputs for the asset or liability that are not based on observable market data (that is, unobservable inputs) (Level 3).

The investment property has been measured using significant unobservable inputs (Level 3). 

Valuation processes of the Group

Information about fair value measurements using significant unobservable inputs (Level 3)

Description
Fair value at                
30 June 2014

Valuation        
techniques

Unobservable        
inputs

Relationship of 
unobservable inputs 

to fair value

Investment property 15 000 000 Current prices in an 
active market for 

similar property in the 
same location and 

condition

Price per              
square metre

The higher the price 
per square metre the 
higher the fair value
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8. Intangible assets (continued)

Group
June 2014

R’000

Group
June 2013

R’000

Company
June 2014

R’000

Company
June 2013

R’000

Goodwill 398 123 422 289 – –

Computer software 38 513 31 283 – –

Development costs 101 704 81 862 – –

Intellectual property 12 144 4 564 – –

Customer relationships 43 670 77 406 – –

Brand 8 998 10 901 – –

603 152 628 305 – –

A summary per cash-generating unit of the goodwill allocation is presented below:

Group
June 2014

R’000

Group
June 2013

R’000

Company
June 2014

R’000

Company
June 2013

R’000

Medscheme – healthcare administration 265 262 265 001 – –

Medscheme – health risk management 89 298 89 298 – –

Aid for Aids Management (Pty) Limited – healthcare  
administration 23 490 23 490 – –

Medscheme Mauritius Limited – local administration 4 969 4 969 – –

Medscheme Mauritius Limited – International administration 10 566 10 566 – –

Allegra (Pty) Limited – healthcare IT support 1 268 1 268 – –

Sapling Trade and Invest – healthcare IT support – 26 862 – –

Bonitas Marketing – healthcare marketing support 835 835 – –

Klinnika (Pty) Ltd – medical equipment supplier 2 435 – – –

398 123 422 289 – –

Management determines the recoverable amount of cash-generating units as being the higher of net selling price or value 
in use. In the absence of an active market, value in use is used to determine the recoverable amount. A traditional method of 
discounting management’s best estimate of future cash flows attributable to the cash-generating unit has been applied to 
determine the value in use. A growth rate has been applied to cash flow streams to take into account the effect of inflation.

Assumptions used in the calculation of the discount rate are as follows:

•	 R157	(maturing	in	2015)	is	yielding	6.7%	as	at	30	June	2014

•	 A market risk premium of 5.8% is justified as the overall risk is to the downside. CPI growth for 2015 is forecast to be 5.8%. 

•	 Beta	of	0.6	is	appropriate	

The net present value of these forecasts support the carrying value of the goodwill indicated above.
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9. Financial instruments

9.1   Trade receivables 

 Trade receivables that are less than three months past due are not considered for impairment. As of 30 June 2014, 
trade receivables of R15.46 million (June 2013: R9.2 million) were past due but not impaired. These relate to a number of 
independent customers for whom there is no recent history of default and are expected to be recoverable.

Movements in the provision for impairment of trade receivables are as follows:

June 2014
R’000

June 2013
R’000

At beginning of the period 373 5 022

Reversal of provision for doubtful debts – (4 131)

Other adjustments (including the effect of foreign exchange rates) 45 (518)

418 373
 Disclosure of trade debtors:

June 2014
R’000

June 2013
R’000

Gross trade debtors 113 019 92 701

Provision for impairment of trade receivables as above (418) (373)

Net trade debtors (note 15) 112 601 92 328

Ageing of trade and other receivables (R’000)

GROUP Current 30 days 60 days 90+ days Total

June 2014

Gross trade debtors 97 563 5 878 4 471 5 107 113 019

Sublease and other 4 014 8 000 75 6 900 18 989

June 2013

Gross trade debtors 83 531 6 172 537 2 461 92 701

Sublease and other 16 156 2 714 69 1 342 20 281

No ageing is applicable to the other categories within trade and other receivables. However, these categories are all 
current or due on demand. All trade and other receivables of the Company are current or due on demand.

Clients are contractually bound to the Group for medium to long-term repayment periods. The majority of its client base 
comprises large medical healthcare providers for open schemes and listed blue chip companies with regard to closed 
medical schemes. Amounts invoiced to these clients are banked in advance before invoice date and therefore the risk 
of non-recovery is very low. There are no accounts receivable balances considered to be past due and impaired.

Provisions for impairment are raised when there is evidence that amounts are not recoverable in full or part from the 
debtor. Disputed claims and long outstanding debts are usually indicators of non-recovery. The Group does not raise a 
general provision for all outstanding debtors due to the high quality of its debtors and an impeccable repayment history. 
The provision raised above relates to specific debtors.

The creation and release of provision for impaired receivables have been included in ‘other expenses’ in the statement 
of comprehensive income. Amounts charged to the allowance account are generally written off, when there is no 
expectation of recovering additional cash.

The other classes within trade and other receivables, detailed in note 15, do not contain impaired assets.

The maximum exposure to credit risk at the reporting date is the carrying value of each class of receivable mentioned 
above. The Group does not hold any collateral as security.
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9. Financial instruments (continued)

9.2 Receivables from associates

Management has assessed the likelihood of non-recovery of outstanding amounts due from its associates and 
determined that no impairment is necessary due to the fact that all associates are profitable.

 9.3 Cash and cash equivalents

GROUP 
June 2014

R’000

GROUP 
June 2013

R’000

COMPANY
June 2014

R’000

COMPANY
June 2013

R’000

Cash at bank and short-term bank deposits

AAA – ABSA Bank Limited 295 120 277 088 2 180 8 420

AA – Nedbank Limited 94 329 83 123 29 411 13 164

Total cash at bank and short-term bank deposits 389 449 360 211 31 591 21 584

The rating scores are based on the following broad investment grade definitions:

  AAA The financial instrument is judged to be of the highest quality, with minimal credit risk and indicates the best quality 
issuers that are reliable and stable.

  AA The financial instrument is judged to be of high quality, is subject to very low credit risk and indicates quality issuers.

10. Investment in associates

GROUP
June 2014

R’000

GROUP
June 2013

R’000

COMPANY
June 2014

R’000

COMPANY
June 2013

R’000

Carrying value 77 183 42 484 42 493 35 967

Jasco Electronics Holdings Limited is a listed entity with publicly traded shares. The Jasco share price of 96 cents on 
30 June 2014 determined the revaluation in the company. The equity accounted earnings have been recognised in the Group 
financial statements.

The directly held associate, Jasco, operates in the electronics industry and all indirectly held associates operate in the 
healthcare industry. The total aggregate assets, liabilities and results of Jasco’s operations are summarised as follows: 

June 2014
R’000

June 2013
R’000

Non-current assets (excluding intangible assets) 245 897 285 737

Intangible assets 111 286 94 143

Current assets 440 529 523 484

Total assets 797 712 903 364

Non-current liabilities 145 533 204 342

Current liabilities 364 578 440 125

Total liabilities 510 111 644 467

Net (loss)/profit attributable to ordinary shareholders 13 840 (78 462)
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10. Investment in associates (continued)

GROUP
June 2014

R’000

GROUP
June 2013

R’000

COMPANY
June 2014

R’000

COMPANY
June 2013

R’000

Balance at the beginning of period 42 484 86 765 35 967 59 946

Share of after taxation (losses)/profit 4 341 (21 477) – –

Dividends received (1 359) (2 360) – –

Reversal of impairment*** 3 720 7 253 – –

Fair value of investment in associate*** – – 3 086 (23 979)

Purchase of Afrocentric Health Solutions Limited 
(Kenya investment)** 18 211 – – –

Purchase of Invisible Card Company* 6 346

Increase in investment in Jasco                                             3 440 3 440

Disposal of Tradebridge (Proprietary) Limited – (22 977) – –

Disposal of Agility Broker Services (Pty) Ltd – (4 720) – –

Balance at the end of period 77 183 42 484 42 493 35 967

 * The investment in the Invisible Card Company was acquired during the year. The initial shareholding was 30% and was 
subsequently increased to 40% during the year.

 ** This investment was acquired during the year. The investment represents a 26% shareholding.

 *** The investment in Jasco was impaired during 2011 due to the Jasco share price devaluing during this year.  In the 
company accounts, this investment was already measured at fair value.  Following from equity accounting principles, 
an impairment charge was processed in the Group accounts as there was objective evidence of an impairment at that 
stage.  Subsequent to the 2011 financial year, the Jasco share price has increased and the previous impairment charge 
has been reversed during the 2013 and 2014 financial years to the extent that the share price has recovered from 
2011.  The share price of Jasco Electronics was R0.9 at 30 June 2013 and R0.96 at 30 June 2014. The impairment losses 
will be reversed to the extent that the impairment charge was previously raised.
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10. Investment in associates (continued)

1 July 2013  
R’000

30 June 2014 
R’000

Opening  
carrying  
amount

Share of after 
tax profits/

(losses)
Fair  

value gain Acquisitions
Dividends 
received

Closing   
carrying 
amount

Directly held – listed
Jasco Electronics Holdings Limited 35 967 2 806 3 720 3 440 – 45 933

Unlisted
Associated Fund Administrators 
Botswana (Proprietary) Limited 6 517 2 186 – – (1 360) 7 343

Invisible Card Company – (168) – 6 346 – 6 178

AfroCentric Health Solutions Kenya – (482) – 18 211 – 17 729

42 484 4 342 3 720 27 997 (1 360) 77 183

Shares at cost Equity profits Carrying amount of 
investment

June 2014 June 2013 June 2014 June 2013 June 2014 June 2013
R’000 R’000 R’000 R’000 R’000 R’000

Directly held – listed
Jasco Electronic Holdings Limited 43 127 59 946 2 806 (23 979) 45 933 35 967

Unlisted
Associated Fund Administrators 
Botswana (Proprietary) Limited 815 815 6 528 5 702 7 343 6 517

Agility Broker Services 
(Proprietary) Limited – – – – – –

Invisible Card Company 
(Proprietary) Limited 6 346 – (168) – 6 178 –

AfroCentric Health Solutions Kenya 18 211 – (482) – 17 729 –

68 499 60 761 8 684 (18 277) 77 183 42 484
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11. Investment in subsidiaries

GROUP GROUP COMPANY COMPANY
2014 2013 2014 2013

Unlisted investments at cost – – * *

* Amounts less than R1,000

Name Main business Country of incorporation Interest held

2014 and 2013

Directly held

AfroCentric Resources (Pty) Ltd Dormant South Africa 100.0%

AfroCentric Capital (Pty) Limited Dormant South Africa 100.0%

ACT Healthcare Assets (Pty) Ltd Investment holding South Africa 100.0%

ACT Funding (Pty) Ltd Financing South Africa 100.0%

Indirectly held

AfroCentric Health Limited Healthcare administration South Africa 94.1%

The indirectly held subsidiary, AfroCentric Health Limited, operates in the healthcare administration industry and all directly 
held subsidiaries operate in the investment holding and financing industries. The total aggregate assets, liabilities and results 
of AfroCentric Health Limited Group’s operations are summarised as follows: 

Summarised statement of financial position of AHL:

GROUP

June 2014
R’000

GROUP

June 2013
R’000

Non-current assets (excluding intangible assets) 231 565 261 540

Intangible assets 453 793 475 912

Current assets 626 642 538 628

Total assets 1 312 000 1 276 080

Non-current liabilities 43 090 52 368

Current liabilities 198 270 193 536

Total liabilities 241 360 245 904

Accumulated non-controlling interest 16 543 17 098

Summarised statement of comprehensive income of AHL:

GROUP

June 2014
R’000

GROUP

June 2013
R’000

Revenue 1 954 705 1 771 370

Profit for the period 192 538 250 847

Other comprehensive income 83 1 900

Total comprehensive income 192 621 252 747

Profit attributable to non-controlling interest 6 283 6 725

Dividends paid to non-controlling interest 6 838 4 053

Summarised statement of cash flows of AHL:

GROUP

June 2014
R’000

GROUP

June 2013
R’000

Net cash inflow from operating activities 126 689 283 063

Net cash outflow from investing activities (64 811) (7 107)

Net cash outflow from financing activities (961) (112 787)

Net increase in cash and cash equivalents 61 000 1 990
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12. Investment in preference shares

GROUP 

June 2014
R’000

GROUP 

June 2013
R’000

COMPANY

June 2014
R’000

COMPANY

June 2013
R’000

Investment in preference shares
36 000 redeemable preference shares 90 000 100 000 90 000 100 000

90 000 100 000 90 000 100 000

The preference shares are classified as loans and receivables in accordance with IAS 39. A monthly dividend is paid to 
AfroCentric calculated at 80% of the ruling prime interest rate on the issue price per preference share.

The preference shares will be redeemable at the discretion of Jasco Electronics Holdings Limited after three years, but no 
later than five years, from the date of issue. 

The first redemption of 4 000 shares took place in January 2014 and an amount of R10 million was paid to AfroCentric for 
the redemption thereof. The next redemption date for the preference shares by Jasco has been extended to 31 December 
2014, or any earlier date, if Jasco disposes of its investment in M-Tech. Therefore the investment in preference shares has 
been treated as a current asset in 2014.

Jasco has consistently serviced the preference dividend with the acquisition of assets during the current and previous years 
and there is no reason to believe that they are likely to default in their obligations.

13. Interest-bearing loan

June 2014
R’000

June 2013
R’000

Loan balance arising from the sale of Trade Bridge (Pty) Ltd 76 378 74 000

Interest raised 6 418 2 378

Payment (82 796)

Closing balance – 76 378

Non-current portion – 74 000

Current portion – 2 378

– 76 378

The interest-bearing loan was issued to Tradebridge (Proprietary) Limited as part of an agreement entered into with 
Medscheme Holdings (Proprietary) Limited, effective 1 March 2013. 

In terms of the agreement, Medscheme sold its total shareholding (2 833 333 shares, 27.78%) back to Tradebridge for an 
amount of R74 000 000. The purchase price was not settled in cash but was instead effected by means of a loan payable  
to Medscheme. 

The loan bears interest at Prime plus 1%, compounded monthly, up until 28 February 2014, whereafter the interest will 
increase to Prime plus 4%, compounded monthly.

This loan was subsequently settled in May 2014 by Tradebridge (Proprietary) Limited.
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15. Trade and other receivables

GROUP 

June 2014
R’000

GROUP 

June 2013
R’000

COMPANY

June  2014
R’000

COMPANY

June  2013
R’000

Trade debtors (net of provisions (note 9)) 112 601 92 328 – –

Deposits 2 992 2 482 – –

Prepayments* 32 206 8 381 – 100

Sundry debtors* 24 040 4 087 876 2 218

Sublease and other 18 989 20 281 – –

190 828 127 559 876 2 318

*The increase is attributable to the new Road Accident Fund contract administered in Medscheme Holdings (Pty) Ltd.

All receivables are current. The carrying amounts of all trade and other receivables approximate fair value.
Refer to note 9.1 for ageing of trade and other receivables

16. Receivable from subsidiary

Effective %  
holding

GROUP 

June 2014
R’000

GROUP 

June 2013
R’000

COMPANY

June  2014
R’000

COMPANY

June  2013
R’000

ACT Healthcare Assets (Pty) Ltd 100% – – 470 748 472 009

– – 470 748 472 009

These receivables are due and payable within 12 months from statement of financial position date and have 
been carried at cost less required impairment. 

The effect of restating to amortised cost over a period of one year is negligible and considered immaterial.

The receivables have no fixed repayment terms and no interest is charged.

17. Inventory

Group 
June 2014

R’000

Group 
June 2013

R’000

Company
June  2014

R’000

Company
June  2013

R’000

Inventory on hand at year-end 4 610 – – –

The inventory on hand at year-end relates to specialised equipment that will be sold in the next financial period. Hence, no 
costs of sales were incurred during the current financial year.
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18. Cash and cash equivalents

GROUP 

June 2014
R’000

GROUP 

June 2013
R’000

COMPANY

June  2014
R’000

COMPANY

June  2013
R’000

Cash 95 552 120 347 31 591 21 584

Short-term deposits 293 897 239 864 – –

389 449 360 211 31 591 21 584

For purposes of the statement of cash flows, the year-end cash and cash equivalents comprise the following:

GROUP 

June 2014
R’000

GROUP 

June 2013
R’000

COMPANY

June  2014
R’000

COMPANY

June  2013
R’000

Cash and bank balances 389 449 360 211 31 591 21 584

Included in the cash balance is an amount of R10 million deposited at Nedbank Limited as a good-faith deposit on behalf 
of a strategic target for acquisition. This is a loan receivable and not cash in the bank. Note 24 describes the status of that 
deposit. The effective interest rate applicable to cash at bank is 5.46% (June 2013: 4.72%)

Refer to note 9.3 for details of the credit ratings of the banks at which cash is held.

19. Issued share capital
GROUP 

June 2014
R’000

GROUP 

June 2013
R’000

COMPANY

June 2014
R’000

COMPANY

June 2013
R’000

Authorised:

1 billion ordinary shares at no par value 10 000 10 000 10 000 10 000

60 million redeemable preference shares of 1 cent each 600 600 600 600

Issued:

Issued ordinary shares at 30 June 2014:   
467 855 101 made up as follows:

Issued ordinary share capital

467 855 101 (June 2013: 270 010 639)  
ordinary shares of 1 cent each

17 821 15 584 17 821 15 584

 – Opening balance 15 584 8 238 15 584 8 238

 – Issue of share capital 2 237 7 346 2 237 7 346

Issued preference share capital

Nil (June 2013: 16 638 000) 
preference shares of 1 cent each

– 166 – 166

– Opening balance 166 166 166 166

– Redemption of preference shares (166) – (166) –

Share premium (note 20) 525 633 340 961 525 633 340 961

543 454 356 711 543 454 356 711
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19. Issued share capital (continued)

The Directors are authorised, by resolution of the members and until the forthcoming Annual General Meeting, to issue 
the unissued shares in accordance with the limitation set by members.

Preference share redemption

Each preference shareholder has exercised their call option to have their preference shares redeemed either through 
the issue of ordinary shares subject to the following terms and conditions:

– Options had to have been exercised, no later than 31 December 2013, by providing written notice.

– The number of ordinary shares to which the preference shareholders was entitled to on redemption was calculated 
by pre-defined formulae.

– All options could have been exercised in whole or in part and any options not exercised by 31 December 2013 have 
automatically lapsed and the preference shares were redeemed in cash at the original subscription price.

AfroCentric preference shareholders holding 99.68% preference shares have exercised their call options in respect of the 
redeemable preference shares held by them. AfroCentric has redeemed the redeemable preference shares in respect of 
which the call options have been exercised by issuing 69 981 412 new ordinary shares in aggregate to such preference 
shareholders on 3 January 2014.

There are no preference shares in issue at the end of June 2014 and these have been delisted and cancelled.

All shares issued during the year had no effect on the statement of cash flows.

Contingent shares issued

AfroCentric’s acquisition of a controlling interest in AHL in 2008 included a profit warranty provision that, on fulfilment, 
would trigger a second tranche issue of shares and the payment of an additional cash consideration to vendor shareholders.  
The warranty considered the aggregate profits after taxation (“PAT”) over a three-year period which ended on 30 June 
2013 (“the measurement period”). The quantum of the second tranche issue of shares and cash consideration to vendor 
shareholders was based on the actual PAT delivered over the measurement period (as calculated in terms of a purposely 
fashioned definition of PAT). Based on the review by both buyer and seller, it was determined that 90% of the targeted 
average PAT had been achieved. This 90% profit warranty achievement resulted in 80% of the contingent shares being 
issued based on the formula per the acquisition agreement. The contingent share reserve amounted to R137 258 000 at 
30 June 2013, based on the formula aforementioned. AfroCentric therefore issued 100 805 395 second tranche shares on 14 
November 2013, together with a cash payment of R26,4 million. The contingent share reserve of R137 258 000 as at 30 June 
2013 was reversed in November 2013 and the corresponding increase in equity was accounted for as issued share capital and 
share premium. 

All shares issued during the year had no effect on the statement of cash flows.

Share repurchase – Offer to shareholders with non-controlling interests

In terms of the Securities Regulation Code on Take-Overs and Mergers (“SRP Code”) the Company was obliged to offer 
minority shareholders of AfroCentric Health Limited the opportunity to sell their AfroCentric Health Limited shares to 
AfroCentric on the same terms and conditions as those on which the AfroCentric Health Limited shares were purchased by 
the Company. The offer opened in January 2009 and AfroCentric continued to acquire shares offered to AfroCentric after 
the close of the offer. At 30 June 2014 the Company held 94.1% in AfroCentric Health Limited. 

20. Share premium

GROUP 

June 2014
R’000

GROUP 

June 2013
R’000

COMPANY

June 2014
R’000

COMPANY

June 2013
R’000

Opening balance 340 961 340 961 340 961 340 961

Issue of share capital 184 672 – 184 672 –

Dividend paid (note 36) – – – –

Closing balance 525 633 340 961 525 633 340 961
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21. Non-controlling interest

 GROUP 

June 2014
R’000

GROUP 

June 2013
R’000

COMPANY

June 2014
R’000

COMPANY

June 2013
R’000

Balance at the beginning of the year 50 205 30 623 – –

Dividends distributions (note 36) (14 323) (4 053) – –

Acquisition of 49% of IE Business - 446 – –

Disposal of 49% of Bonitas Marketing Company - 3 093 – –

Share buy back from non-controlling interests (168) (2 343) – –

Share of net profit of subsidiaries 16 920 22 439 – –

52 634 50 205 – –

22. Borrowings

GROUP 

June 2014
R’000

GROUP 

June 2013
R’000

COMPANY

June 2014
R’000

COMPANY

June 2013
R’000

Bank borrowings 157 823 207 926 – –

Maturity analysis
Non-current 112 946 200 000 – –

Current 44 877 7 926 – –

157 823 207 926 – –

The interest-bearing borrowings above, bear interest at 93.5% of the prime rate but with the new terms this rate has been 
reduced to 87% of the prime rate. The new terms also dictate that the sinking fund requirement be removed. All other 
existing terms and conditions will remain unchanged.

ABSA Bank has provided AfroCentric Investment Corporation Limited a primary lending facility of R10 million  
(June 2013: R10 million). This facility ranks paripassu with the preference share facility in the name of  
ACT Funding (Pty) Ltd and shares in the security provided for this facility.

ABSA Bank has provided ACT Funding (Pty) Ltd with a preference share facility of R200 million (June 2013: R200 million), 
guaranteed by AfroCentric Investment Corporation Limited and ACT Healthcare Assets (Pty) Ltd. This facility was initially 
due for redemption in March 2014, but agreement was reached with the lenders to extend the redemption over a period of 
three years to 11 February 2017.

Security provided under the guarantees:

Pledge	and	cession	by	ACT	Healthcare	Assets	(Pty)	Ltd	of	its	shares	in	AfroCentric	Health	Limited	(“AHL”)	ordinary	shares;

Pledge and cession by AfroCentric of:

– R90 million (2013: R100 million) preference shares issued by Jasco Cables (Pty) Ltd and all its rights pertaining to such 
shares	including	a	cession	of	the	put	option	agreement	dated	31	March	2008;

– 20.27% listed ordinary shares in Jasco Limited.

Pledge and cession by ACT Funding (Pty) Ltd of 200 000 000 preference shares in ACT Healthcare Assets (Pty) Ltd.

Borrowing powers

The Company’s Memorandum of Incorporation is not restrictive in respect of maximum borrowing powers.
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23. Loans from Group companies

GROUP 

June 2014
R’000

GROUP 

June 2013
R’000

COMPANY

June 2014
R’000

COMPANY

June 2013
R’000

AfroCentric Health Limited – – 75 342 110 016

This loan is unsecured and bears interest at the prime interest rate calculated monthly.

24. Provisions

Audit fees
R’000

Onerous
contract

R’000

IFRS 3 
contingency

R’000

Loss on 
guarantees

R’000
Total
R’000

Group
Balance as at 30 June 2012 3 183 596 8 350 5 000 17 129

Charged/(credited) to the statement 
of comprehensive income:

– additional provisions 4 261 – – – 4 261

– reversal of provisions – (596) – – (596)

– prior period underprovision (415) – – – (415)

Utilised during the year (3 352) – – – (3 352)

Balance as at 30 June 2013 3 677 – 8 350 5 000 17 027

Charged/(credited) to the statement 
of comprehensive income:

– additional provisions 5 106 – – – 5 106

– reversal of provisions – – – – –

– prior period underprovision (17) – – – (17)

Utilised during the year (4 661) – – – (4 661)

Balance as at 30 June 2014 4 105 – 8 350 5 000 17 455

Audit fees
Loss on 

guarantees Total

R’000 R’000 R’000

Company 500 5 000 5 500

Balance as at 30 June 2012
Charged/(credited) to the statement 
of comprehensive income:
– additional provisions 160 – 160

Balance as at 30 June 2013 660 5 000 5 660

Charged/(credited) to the statement 
of comprehensive income:

– additional provisions 80 – 80

Balance as at 30 June 2014 740 5 000 5 740
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24. Provisions (continued)

Analysis of provisions

GROUP 

June 2014
R’000

GROUP 

June 2013
R’000

COMPANY

June 2014
R’000

COMPANY

June 2013
R’000

Non-current portion 8 350 8 350 – –

Current portion 9 105 8 677 5 740 5 660

17 455 17 027 5 740 5 660

Loss on guarantees

The provision for loss on guarantees relates to a deposit put in place by the Company to serve as a good-faith deposit for 
an overdraft facility extended to a strategic target. The strategic target was placed in provisional liquidation during the 2012 
year and as such, the Company has agreed that the R10 million deposit will, under certain conditions, be applied to reduce 
the overdraft indebtness to Nedbank. Given the notarial bond held by the Company, 50% of the exposure is expected to  
be recovered.

25. Post-employment medical obligations
The Medscheme Group operates a post-employment medical benefit scheme. The accumulated post-employment medical 
aid obligation was determined by independent actuaries in June 2014 using the projected unit credit method prescribed by 
IAS 19. Future benefits valued are projected using specific actuarial assumptions and the liability for in-service members are 
accrued over expected working lifetime.

June 2014
R’000

June 2013
R’000

Balance at the end of the year 3 202 3 551

June 2014
R’000

June 2013
R’000

The amounts recognised in the statement of comprehensive income are as follows:

Current service cost – –

Interest cost 224 267

Expected benefit payments (485) (490)

Net actuarial loss/(gain) recognised in the current year (88) 270

Net movement for the year (349) 47

The amount recognised in the statement of financial position is determined as follows:

GROUP

June 2014
R’000

GROUP

June 2013
R’000

Present value of funded obligations 3 551 3 504

Interest cost 224 267

Expected employer benefit payments (485) (490)

Actuarial loss/(gain) (88) 270

Accrued liability in excess of plan assets 3 202 3 551
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25. Post-employment medical obligations (continued)

The principal actuarial assumptions used were as follows:

June 2014 June 2013

Discount rate 8.10% p.a. 6.80% p.a.

Healthcare cost inflation 8.20% p.a. 8.20% p.a.

Post-retirement mortality PA(90) ultimate table* PA(90) ultimate table*

*Rated down two years with a 1% improvement p.a. from 2006.

No explicit assumption was made about additional mortality or healthcare costs due to AIDS.

The liability was recalculated to show the effect of:

•	 A	one	percentage	point	decrease	or	increase	in	the	rate	of	healthcare	cost	inflation;

•	 A	five	or	10	percentage	point	increase	in	the	rate	of	healthcare	cost	inflation	for	the	next	five	years,	thereafter	returning	
to a healthcare cost inflation of 8.20% p.a

•	 A	one	percentage	point	decrease	or	increase	in	the	discount	rate.

Disclosure requirement paragraph 120A(o) of IAS 19 Healthcare cost inflation

Central  
assumption  

8.20% -1% +1%

Accrued liability 30 June 2014 (R million)
% change

3.202

–

3.179

-0.7%

3.226

+0.7%

Current service cost + interest cost 2014/15 (R million)
% change

0.239

–

0.237

-0.8%

0.241

+0.8%

Sensitivity results from previous valuation

Central  
Assumptions  

8.20% -1% +1%

Current service cost + interest cost 2013/14 (R million)
% change

0.224

–

0.223

-0.4%

-*0.225

+0.4%

Healthcare cost inflation

Central 
assumption   

8.20%

+5% 

for 5 years

+10 % 

for 5 years

Accrued liability 30 June 2014 (R million)
% change

3.202

–

3.267

+2.0%

3.344

+4.4%

Discount rate

Central 
assumption     

8.10%
-1% +1%

Accrued liability 30 June 2014 (R million)
% change

3.202

–

3.384

+5.7%

3.037

-5.1%
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26. Accrual for straight-lining of leases
 GROUP

R’000

Balance as at 30 June 2012 18 302

Credited to the statement of comprehensive income:

– movements in provision (5 263)

Balance as at 30 June 2013 13 039

Credited to the statement of comprehensive income:

– movements in provision (7 132)

Balance as at 30 June 2014 5 907

GROUP

June 2014
R’000

GROUP

June 2013
R’000

Non-current portion 3 431 5 384

Current portion 2 476 7 655

5 907 13 039

27. Trade and other payables
GROUP 

June 2014
R’000

GROUP 

June 2013
R’000

COMPANY

June 2014
R’000

COMPANY

June 2013
R’000

Trade payables 44 997 16 361 – –

Accruals 14 931 22 353 – –

Payroll creditors 18 436 19 702 – –

Value Added Tax 12 205 14 195 – –

Shareholders for dividends 9 005 2 468 4 914 55

Short-term portion of straight-lining lease accrual 
(note 26) 2 476 7 655 – –

Inseta funding 414 261 – –

Other payables 19 423 11 251 12 619 32

121 887 94 246 17 533 87

All trade and other payables are current and are expected to be settled within the next 12 months.

28. Employment benefit liability
Bonuses

R’000
Leave pay

R’000
Total
R’000

Group
Balance as at 30 June 2012 47 325 32 491 79 816

Charged/(credited) to the statement of comprehensive income:

– additional provisions 67 978 41 487 109 465

– amounts reversed (9 317) - (9 317)

Used during the year (45 285) (38 321) (83 606)

Balance as at 30 June 2013 60 701 35 657 96 358

Charged/(credited) to the statement of comprehensive income:

– additional provisions 76 732 861 993 938 725

– amounts reversed (10 013) - (10 013)

Used during the year (75 671) (859 280) (934 951)

Balance as at 30 June 2014 51 749 38 370 90 119
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28. Employment benefit liability (continued)

The provision for management incentive bonuses is payable at the end of September 2014, whilst the remaining provision for 
staff is payable at the end of December 2014 as part of a salary restructuring arrangement based on their cost to company. 
The provisions are primarily in respect of leave pay to be settled in the next financial year.

Analysis of employee benefit liabilities:

GROUP 

June 2014
R’000

GROUP 

June 2013
R’000

COMPANY

June 2014
R’000

COMPANY

June 2013
R’000

Current portion 90 119 96 358 – 9 081

29. Revenue
GROUP 

June 2014
R’000

GROUP 

June 2013
R’000

COMPANY

June 2014
R’000

COMPANY

June 2013
R’000

Administration fees 1 105 576 1 035 148 – –

Health risk management fees 664 606 605 072 – –

Management fees 10 350 11 922 – –

IT revenue and other 177 728 118 188 – –

Total revenue 1 958 260 1 770 330 – –
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30. Profit before taxation
Profit before taxation is stated after charging/(crediting) the following items:

GROUP 

June 2014
R’000

GROUP 

June 2013
R’000

COMPANY

June 2014
R’000

COMPANY

June 2013
R’000

Auditors’ remuneration (included in ‘other expenses’) 5 123 4 510 160 160

Audit fees 5 106 4 261 160 160

Fees for consulting and other services – 664 – –

Prior period (over)/underprovision 17 (415) – –

Amortisation of development costs and  
other intangible assets 43 907 40 098 – –

Depreciation of property, plant and equipment 40 475 37 251 – –

Motor vehicles 659 508 – –

Building infrastructure 103 86 – –

Computer equipment 27 848 25 195 – –

Furniture and fittings 7 854 7 106 – –

Office equipment 4 011 4 356 – –

Bad debt write-off 189 4 540 – –

Operating lease rentals  
(included in ‘rentals and property costs’) 119 788 111 910 – –

Buildings 118 094 109 043 – –

Computer equipment – – – –

Motor vehicles 594 809 – –

Office equipment and furniture 1 100 2 058 – –

Repairs and maintenance  
(included in ‘rentals and property costs’) 3 876 4 589 – –

Directors’ emoluments  
(included in ‘employee benefit costs’) 

Executive

W Holmes 4 581 4 129 132 116

       –  Basic salary 2 161 2 021 – –

       –  Bonus 852 717 – –

       –  Company contributions 251 236 – –

       –  Share-based payment (note 37) 1 317 1 155 132 116

D Dempers 5 867 33 003 683 9 750

       –  Basic salary 4 459 4 466 – –

       –  Bonus – 9 000 – –

       –  Share-based payment (note 37) 1 367 19 500 683 9 750

       –  Company contributions 41 37 – –
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30. Profit before taxation (continued)

GROUP 

June 2014
R’000

GROUP 

June 2013
R’000

COMPANY

June 2014
R’000

COMPANY

June 2013
R’000

Non-executive

For services as Directors (basic salary) 2 586 2 266 – –

ATM Mokgokong 797 725 – –

MJ Madungandaba 693 657 – –

SM Rothbart 421 385 – –

J Appelgryn 135 – – –

B Bam 180 128 – –

G Napier 180 191 – –

Y Masithela 180 180 – –

Employee benefit costs 1 113 898 973 272 1 282 798

Salaries and wages 973 195 845 893 1 282 798

Termination benefits 5 537 2 299 – –

Incentive bonus 65 033 62 970 – –

Staff welfare 25 396 21 669 – –

Movement in post-employment medical obligation (349) 47 – –

Pension costs – defined contribution plans 45 086 40 394 – –

GROUP 

June 2014
R’000

GROUP 

June 2013
R’000

COMPANY

June 2014
R’000

COMPANY

June 2013
R’000

Average number of persons employed by the  
Group during the period:

South Africa 3 214 2 627 – –

Full time 2 901 2 559 – –

Part time 313 68 – –

Outside of South Africa 310 298 – –

Full time 308 278 – –

Part time 2 20 – –

Dividends received

Other 2 23 115 486 1 201

Profit/(loss) on disposal of tangible assets (235) 440 – –

Profit/(loss) on disposal of investments – 51 014 – –

Loss on disposal of Agility Broker Services – (69) – –

Profit on sale of Bonitas Marketing (49%) – 60 – –

Profit on disposal of Tradebridge – 51 023 – –

Fair value gains – 5 252 – –

Fair value gain on investment property – 4 700 – –

Fair value gain – other – 552 – –

Impairment of investment in associate – – – 4 121
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30. Profit before taxation (continued)

GROUP 

June 2014
R’000

GROUP 

June 2013
R’000

COMPANY

June 2014
R’000

COMPANY

June 2013
R’000

Other expenses
Included in ‘other expenses’ are the following:

Donations 2 335 2 767 – –

Legal and consulting fees 87 125 76 146 3 555 1 440

Management costs 118 310 119 919 1 500 1 140

Marketing and recruitment 23 110 9 949 – –

Straight-lining of leases (7 130) (5 263) – –

31. Net finance costs
GROUP 

June 2014
R’000

GROUP 

June 2013
R’000

COMPANY

June 2014
R’000

COMPANY

June 2013
R’000

Finance costs (16 547) (16 673) (9 693) (6 362)

Cash and cash equivalents (1) (78) (1) (78)

Intercompany loans – – (9 692) (6 284)

Preference dividend paid (15 792) (15 894) – –

Other (754) (701) – –

Finance income 34 246 24 841 8 453 6 587

Cash and cash equivalents 18 120 12 122 1 303 539

Preference dividend received 7 150 6 048 7 150 6 048

Other 8 976 6 671 – –

17 699 8 168 (1 240) 225

32. Income tax expense
Group 

June 2014
R’000

Group 
June 2013

R’000

Company
June 2014

R’000

Company
June 2013

R’000

Current taxation

Current year charge 86 734 83 598 – –

Prior year adjustment  217 50 – –

Deferred taxation

Current year charge/(credit) (3 087) 1 200 (2 450) (312)

Prior year adjustment (8 172) – – –

75 692 84 848 (2 450) (312)
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32. Income tax expense (continued)

GROUP 

June 2014
%

GROUP 

June 2013
%

COMPANY

June 2014
%

COMPANY

June 2013
%

Reconciliation of the tax rate
South African normal tax rate 28.0 28.0 28.0 28.0

Adjusted for:

Disallowable expenses 3.46 13.38 1.5 23.30

Exempt income (1.71) (8.45) (33.66) (7.21)

Prior year adjustment:

 – current tax (0.37) 0.51 – –

 – deferred tax (5.77) – – –

Secondary Tax on Companies – (0.24) – (2.26)

Withholding tax 1.6 – – –

Utilisation of assessed losses 5.51 (1.65) 1.23 (40.72)

Effective rate of tax (%) 30.72 31.55 (2.93) 1.11

33. Earnings per share
The calculation of basic earnings per share for the Group is based on a net profit for the year of R153 823 000 (June 2013: net 
profit of R163 570 000), and a weighted average number of shares of 384.5 million (June 2013: 269.3 million) shares in issue. 
The calculation of headline earnings per share for the Group is calculated on adjusted headline earnings of R183 945 000 
(June 2013: R129 637 000), and a weighted average number of 384.5 million (June 2013: 269.3 million) shares in issue. 

Reconciliation of headline earnings

GROUP

June 2014
R’000

GROUP

June 2013
R’000

Profit attributable to equity holders of the Company 153 823 163 570

Basic earnings 153 823 163 570

Adjusted for:

Profit on disposal of investment – (51 014)

Fair value gain of investment – (5 252)

Impairment of intangible assets 40 620 –

Reversal of impairment (3 720) (7 253)

Adjustments of impairments recognised by associate – 30 030

Total tax effects of adjustments (4 906) –

Total non–controlling interest effect of adjustments (2 107) –

(Profit)/loss on disposal of assets 235 (440)

Fair value adjustments (other) – (4)

Headline earnings 183 945 129 637

Earnings per share (cents) 
Basic 40.00 60.75

Diluted 40.00 36.11

Headline earnings per share (cents)
Basic 47.83 48.15

Diluted 47.83 28.62

Cash earnings per share (cents)
Basic 83.48 126.43

Diluted 83.48 75.15

Weighted average number of shares 384 574 258 269 256 170

Adjusted for:

– dilutionary impact of preference shares – 70 202 830

– dilutionary impact of contingent shares – 100 805 395

– dilutionary impact of management share options – 12 688 767

Weighted average number of shares for diluted earnings per share 384 574 258 452 953 162 
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34. Cash generated from operations

GROUP 

June 2014
R’000

GROUP 

June 2013
R’000

COMPANY

June 2014
R’000

COMPANY

June 2013
R’000

Profit/(loss) before tax 246 353 268 957 103 788 (28 094)

Adjustments for:

Dividends received (2) (23) (115 486) –

Dividends received from associates – – – (1 201)

Finance income (34 245) (24 841) (8 453) (6 587)

Finance cost 16 546 16 673 9 693 6 362

Bad debts written off 189 4 540 – –

Increase/(decrease) in provision for bad debts – (4 131) – –

Net actuarial (gains)/losses (349) 47 – –

Depreciation 40 475 37 251 – –

Prepayments 100 – 100 –

Amortisation of intangible assets 43 907 40 098 – –

(Reversal of impairment)/impairment provision  
on investments – (4) – –

Impairment of investment in associate – – – 4 121

Straight-lining of leases (7 132) (5 264) – –

(Profit)/loss on disposal of assets 235 (440) – –

Profit on disposal of investment – (51 014) – –

Provision for loss on guarantee – – – –

Share-based payment expense 10 765 39 868 815 17 665

Impairment of intangible assets 40 620 – – –

Onerous lease provisions – (596) – –

Reversal of impairment (3 720) (12 505) – –

Share of (losses)/profit of associates (4 341) 21 477 – –

Cash flow before working capital changes 349 401 330 093 (9 543) (7 734)

Working capital changes (28 356) 10 320 18 867 (605)

Trade and other receivables (59 126) (450) 1 342 (768)

Provisions (5 808) 17 036 79 160

Reduction of loan 3 762 – – –

Trade and other payables 32 816 (6 266) 17 446 3

Cash generated from operations 321 044 340 413 9 324 (8 339)

35. Taxation paid
GROUP 

June 2014
R’000

GROUP 

June 2013
R’000

COMPANY

June 2014
R’000

COMPANY

June 2013
R’000

Balance at the beginning of the year 6 912 2 255 1 658 1 658

(Charge)/credit to the statement of  
comprehensive income (75 692) (84 848) 2 450 312

Deferred tax charge/(credit) (12 216) 1 200 (2 450) (312)

Balance at the end of the year (4 563) (6 912) (1 658) (1 658)

(85 559) (88 305) – –
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36. Dividends
AfroCentric Investment Corporation Limited passed a resolution whereby a dividend, out of retained earnings was declared on 
26 September 2013 of 15 cents per ordinary share. The rand value of R70.1 million was paid during February 2014. This dividend 
was debited to retained earnings in 2014.

GROUP 

June 2014
R’000

GROUP 

June 2013
R’000

COMPANY

June 2014
R’000

COMPANY

June 2013
R’000

Dividend declared by AfroCentric Investment 
Corporation Limited on 26 September 2013 and paid 
during February 2014 70 178 33 219 70 178 33 219

Other dividends in the Group:

Dividend declared by AfroCentric Health Limited on 
26 September 2013 and paid to non-controlling interests 
during February 2014. 7 485 – – –

Dividend declared and paid by Medscheme (Namibia)
(Proprietary) Limited to non-controlling interests 6 838 2 580 – –

Dividend declared and paid by Allegra (Proprietary) 
Limited to non-controlling interests – 1 473 – –

37. Share-based payments
The 2008 Acquisition Agreement also contemplated an award of a minimum of 20 million AfroCentric shares to certain 
executives of AHL, to be awarded at the end of the warranty period 30 June 2013. During the course of that period, those 
executive shares already allocated, have been categorised as share-based payments in terms of IFRS 2 and the actuarially 
determined “non-cash” costs were provided for in each of the Company’s relevant reporting periods. The Boards of 
AfroCentric and AHL have approved an allocation of 27 million shares, representing 7 million more shares than that which 
was originally stipulated in the 2008 Acquisition Agreement.

The issue of the 27 million share executive awards had no effect on the statement of cash flows.

The AfroCentric Investment Corporation Limited Group, of which the AHL Group is a subsidiary, has allocated share-based 
awards to certain executive directors of the AHL Group as part of their remuneration package. The share awards are at an 
Afrocentric Investment Corporation Limited Group level. The Group measures the fair value of the share awards or equity 
instruments granted, in line with the Group’s accounting policy. 

The granting of the share awards was based on job level, merit and performance and was entirely at the discretion of 
executive management acting on the recommendations of the shareholders. Grants were made in November 2013 and 
additional allocations are made annually, as deemed necessary to both existing and new employees.

Shares will be held by AfroCentric Management Services (Pty) Ltd until such time that the pre-determined conditions 
have been achieved over the period commencing 1 November 2013 and ending 1 November 2016.

These shares awarded are additional shares allocated to the Executive Directors of AHL Group depending on the rules as 
set out in the share awards agreement. The share price on 1 November 2013, which is grant date, was used to determine the 
IFRS 2 charge for 2014. The number of shares awarded, i.e. 2 625 641 multiplied by the share price of R4.10 on grant date 
resulted in a R10.6 million charge to the statement of comprehensive income. The remaining shares will be awarded up to the 
period 1 November 2016.

GROUP 

June 2014
R’000

GROUP 

June 2013
R’000

COMPANY

June 2014
R’000

COMPANY

June 2013
R’000

Executive awards 27 000 20 000 805 4 660

Movements in number of instruments:
Outstanding at the beginning of the year 20 000 15 250 4 660 357

Exercised (20 000) – (4 660) –

Awarded 2 625 7 800 198 4 500

   Active employees 2 625 5 800 198 2 500

   Former employee – 2 000 – 2 000

Shares with additional conditions – (3 050) – (197)

Outstanding at the end of the year 2 625 20 000 198 4 660
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37. Share-based payments (continued)

In 2014 there are 2 625 000 outstanding options (2013: 20 000 000 options). In 2014, 20 000 000 options (2013: 0) were 
exercised. The options exercised in 2014 resulted in 20 000 000 shares (2013: 0 shares) being issued at a weighted average 
price of R4.10 each. The related weighted average share price at the time of exercise was R4.10 per share.

Share options outstanding at the end of the year have the following expiry date and exercise prices:

Grant date Vesting date Exercise price in rand per 
share share option Share options 2014

1 November 2013 1 November 2016 4.10 7 000 000

The 20 million share options that were outstanding at the end of June 2013 have been fully exercised in 2014.

GROUP 

June 2014
R’000

GROUP 

June 2013
R’000

COMPANY

June 2014
R’000

COMPANY

June 2013
R’000

Economic assumptions

Total number of instruments granted 7 000 20 000 – –

Weighted average share price 4.10 3.90 – –

Weighted average vesting period 3 – – –

38. Contingencies, commitments and guarantees

38.1 Contingencies

Exposure to errors and omissions in ordinary course of business

As for any business with similar operations, the Group is exposed to various potential claims relating to alleged errors 
and omissions or non-compliance with laws and regulations in the conduct of its ordinary course of business. At the 
date of these annual financial statements, the Group is unaware of any material claims, actual or contemplated, by any 
of the Group’s stakeholders or customers, except for those listed below.

Neil Harvey & Associates (Pty) Ltd 

Neil Harvey & Associates has instituted a claim against Medscheme Holdings (Proprietary) Limited and three of its 
employees in 2008. The allegations concern alleged copyright infringement and a breach of the Medware licence 
agreement. The maximum capital amount of the claim as presently pleaded is R390.4 million. An amendment sought 
by the plaintiff was the cause of this. The increased sum has no impact on the merits of the  claim which remain 
the	same	as	before.	The	parties	are	still	engaged	in	private	arbitration;	however,	it	is	unlikely	that	the	matter	will	be	
finalised during the current financial year. Medscheme Holdings (Proprietary) Limited will continue to vigorously 
defend the claim and is confident that there will still be no liability in this matter.

Bonitas Medical Fund (“BMF”) / Louis Pasteur Hospital (“LPH”)

BMF instituted action against the LPH, some four years ago, for damages suffered as a result of the cession of two 
Sanlam policies to LPH. In the alternative, BMF also instituted an action against Medscheme Holdings (Proprietary) 
Limited as the administrator. The maximum capital amount of the claim is R44 million. BMF was successful in its claim 
against LPH, but the order has been set aside and is to be reargued later. BMF has indicated it will withdraw the action 
against Medscheme if the LPH is unsuccessful with its appeal. It has not done so as yet but for the reasons which 
follow this is not regarded in a sinister light. Medscheme has been advised that the merits of the claim of BMF against 
it in the alternative are in any event not legally sound and that the likelihood of any liability on the part of Medscheme 
Holdings (Proprietary) Limited is far removed under the circumstances.
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38. Contingencies, commitments and guarantees (continued)

38.2 Commitments

GROUP GROUP

June 2014
R’000

June 2013
R’000

Building rentals

Rental obligations with respect to land and buildings

Not later than 1 year 34 044 64 003

Later than 1 year but not later than 5 years 42 669 54 145

76 713 118 148

38.3 Guarantees

GROUP 

June 2014
R’000

GROUP 

June 2013
R’000

COMPANY

June 2014
R’000

COMPANY

June 2013
R’000

Guarantees issued in respect of office rental  
for premises occupied by the Group 6 263 7 013 – –

Medical aid schemes              500 500 – –

South African Post Office 3 803 3 803 – –

10 566 11 316 – –

The Group has assessed that there is no risk of any of the guarantees being called up and accordingly no provision has 
been made.

39. Related-party transactions

39.1 Directors

 Details relating to Directors’ emoluments are disclosed in note 30. There are no loans to Directors.

 The Directors’ shareholdings are disclosed on page 113 of this report. Transactions within the Group are listed below.

39.2 Transactions with entities in the Group

 During the period the Group entered into the following arm's length related-party transactions:

 

GROUP

June 2014
R’000

GROUP

June 2013
R’000

Directors

Medical aid contributions paid by directors – to schemes administered by 
Medscheme Holdings (Proprietary) Limited 396 322

Mr MJ Madungandaba has a controlling interest in Namane Financial Services – 
consulting and marketing fees paid to Namane Financial Services 2 052 2 052

Mr S Rothbart has a controlling interest in Rothbart Inc. – consulting fees paid by 
Medscheme Holdings (Proprietary) Limited 1 800 1 826

Associates

Medscheme Holdings (Proprietary) Limited – switching fees paid to TradeBridge 
(Proprietary) Limited – 8 844

Medscheme Holdings (Proprietary) Limited – interest charged on loan to 
TradeBridge (Proprietary) Limited *(Prior to sale) – 1 009

Jasco Electronics Holdings Limited – finance income received 7 151 6 048

Jasco Electronics Holdings Limited – investment in preference shares 90 000 100 000
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GROUP

June 2014
R’000

GROUP

June 2013
R’000

Jasco Electronics Holdings Limited – dividends received – 1 201

Jasco Security – Medscheme Holdings access control setup costs – 1 885

Helios IT Solutions (Proprietary) Limited – communication set-up costs paid to  
Jasco Electronics – 188

Subsidiaries

AfroCentric Health Limited – consulting fees paid to Medscheme Holdings  
(Proprietary) Limited – 8

AfroCentric Health Limited – profile fees paid to Helios IT Solutions (Proprietary) 
Limited 1 52

AfroCentric Health Limited – management fees paid to Medscheme Holdings 
(Proprietary) Limited 914 914

AfroCentric Health Limited – Telkom, TMS and printer fees paid to Helios IT 
Solutions (Proprietary) Limited – –

AfroCentric Management Services (Proprietary) Limited – profile fees paid to Helios 
IT Solutions (Proprietary) Limited 165 171

AfroCentric Management Services (Proprietary) Limited– Telkom ,TMS and printer 
fees paid to Helios IT Solutions (Proprietary) Limited 3 –

AfroCentric Management Services (Proprietary) Limited – IT support services paid 
to Helios IT Solutions (Proprietary) Limited 14 –

Aid for Aids Management (Proprietary) Limited – switching fees paid to Helios IT 
Solutions (Proprietary) Limited – 52

Aid for Aids Management (Proprietary) Limited – Telkom, TMS and printer fees paid 
to Helios IT Solutions (Proprietary) Limited 944 –

Aid for Aids Management (Proprietary) Limited – profile fees paid to Helios IT 
Solutions (Proprietary) Limited 1 928 2 488

Allegra (Proprietary) Limited – fixed assets transferred from Helios IT Solutions 
(Proprietary) Limited at book value – 2 335

Allegra (Proprietary) Limited – switching fees paid to Helios IT Solutions 
(Proprietary) Limited 5 114 –

Allegra (Proprietary) Limited – TMS and Telkom fees paid to Helios IT Solutions 
(Proprietary) Limited 9 –

Allegra (Proprietary) Limited – licence and support fee paid to Helios IT Solutions 
(Proprietary) Limited 872 –

Allegra (Proprietary) Limited – dividend paid to Helios IT Solutions (Proprietary) 
Limited 1 534 –

Bonitas Marketing Company (Proprietary) Limited – consulting paid to Helios IT 
Solutions (Proprietary) Limited 169 –

Bonitas Marketing Company (Proprietary) Limited – profile fees paid to Helios IT 
Solutions (Proprietary) Limited – 2

Bonitas Marketing Company (Proprietary) Limited – Telkom, TMS and printer fees 
paid to Helios IT Solutions (Proprietary) Limited 54 –

Bonitas Marketing Company (Proprietary) Limited – broker fees paid to Medscheme 
Holdings (Proprietary) Limited 1 625 1 354

Bonitas Marketing Company (Proprietary) Limited – on-site support fees paid to 
Helios IT Solutions (Proprietary) Limited 364 157

39. Related party transactions (continued)
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GROUP

June 2014
R’000

GROUP

June 2013
R’000

Bonitas Marketing Company (Proprietary) Limited – subscription fees paid to 
Marabou Travel Management (Proprietary) Limited 211 –

Helios IT Solutions (Proprietary) Limited – management fees paid to Medscheme 
Holdings (Proprietary) Limited – –

Helios IT Solutions (Proprietary) Limited – consulting fees paid to Medscheme 
Holdings (Proprietary) Limited – 308

Helios IT Solutions (Proprietary) Limited – management fees paid to AfroCentric 
Management Services (Proprietary) Limited 2 400 2 400

Helios IT Solutions (Proprietary) Limited – fixed assets transferred from Medscheme 
Holdings (Proprietary) Limited at book value – 76 266

Helios IT Solutions (Proprietary) Limited – switching fees paid to Allegra 
(Proprietary) Limited – 26 408

IE Business Insight Strategic Consulting (Proprietary) Limited – management fees 
paid to Medscheme Holdings (Proprietary) Limited – 360

IE Business Insight Strategic Consulting (Proprietary) Limited – profile fees paid to 
Helios IT Solutions (Proprietary) – 18

IE Business Insight Strategic Consulting (Proprietary) Limited – management fees 
paid to Marabou Travel Management (Proprietary) Limited 1 087 1 186

IE Business Insight Strategic Consulting (Proprietary) Limited – fixed assets 
transferred from Helios IT Solutions (Proprietary) Limited at book value – 4 858

Marabou Travel (Proprietary) Limited – management fees paid to Marabou Travel 
Management (Proprietary) Limited 2 132 1 140

Marabou Travel Management (Proprietary) Limited – management fees paid to 
Marabou Travel (Proprietary) Limited 2 132 2 326

Medscheme Administrators Swaziland (Proprietary) Limited – management fees 
paid to Medscheme Holdings (Proprietary) Limited 1 320 1 320

Medscheme Administrators Swaziland (Proprietary) Limited – switching fees paid to 
Helios IT Solutions (Proprietary) Limited – 195

Medscheme Administrators Swaziland (Proprietary) Limited – IT support services 
paid to Helios IT Solutions (Proprietary) Limited 679 –

Medscheme Administrators Swaziland (Proprietary) Limited – profile fees paid to 
Helios IT Solutions (Proprietary) Limited 346 338

Medscheme Administrators Swaziland (Proprietary) Limited – licence and support 
fees paid to Helios IT Solutions (Proprietary) Limited 2 659 1 925

Medscheme Asset management (Proprietary) Limited – profile fees paid to Helios IT 
Solutions (Proprietary) Limited 85 –

Medscheme Asset management (Proprietary) Limited – Telkom, TMS and printer 
fees paid to Helios IT Solutions (Proprietary) Limited 21 –

Medscheme Holdings (Proprietary) Limited – management fees paid to AfroCentric 
Management Services (Proprietary) Limited 25 280 23 480

Medscheme Holdings (Proprietary) Limited – IT support services paid to Helios IT 
Solutions (Proprietary) Limited 536 –

Medscheme Holdings (Proprietary) Limited – management fees paid to AfroCentric 
Health Limited 2 089 2 089

Medscheme Holdings (Proprietary) Limited – switching fees paid to Allegra 
(Proprietary) Limited 23 857 –

Medscheme Holdings (Proprietary) Limited – subscription fees paid to Marabou 
Travel Management (Proprietary) Limited 162 157

39. Related party transactions (continued)
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GROUP

June 2014
R’000

GROUP

June 2013
R’000

Medscheme Holdings (Proprietary) Limited – switching fees paid to Helios IT 
Solutions (Proprietary) Limited 15 617 11 699

Medscheme Holdings (Proprietary) Limited – information technology admin fees 
paid to Helios IT Solutions (Proprietary) Limited 184 172 195 449

Medscheme Holdings (Proprietary) Limited – profile fees paid to Helios IT Solutions 
(Proprietary) Limited 59 598 56 257

Medscheme Holdings (Proprietary) Limited – dividend paid to AfroCentric Health 
Limited 244 698 –

Medscheme Namibia (Proprietary) Limited – licence and support fees paid to Helios 
IT Solutions (Proprietary Limited) 3 695 3 877

Medscheme Namibia (Proprietary) Limited – management fees paid to Medscheme 
Holdings (Proprietary) Limited 324 324

Medscheme Namibia (Proprietary) Limited – profile fees paid to Helios IT Solutions 
(Proprietary) Limited 690 –

AfroCentric Health Limited – management fees paid to AfroCentric Investment 
Corporation – 100

AfroCentric Investment Corporation Limited – loan advanced by AfroCentric 
Health Limited

* Balance at year-end 75 342 110 016

AfroCentric Investment Corporation Limited – interest charged on loan from 
AfroCentric Health Limited 9 693 6 284

AfroCentric Investment Corporation Limited – management fees paid to 
Medscheme Holdings (Proprietary) Limited 1 500 1 000

AfroCentric Health Limited – dividend paid to AfroCentric Investment Corporation 126 865 –

39.3  Key management personnel compensation

GROUP 

June 2014
R’000

GROUP 

June 2013
R’000

COMPANY

June 2014
R’000

COMPANY

June 2013
R’000

Short-term employee benefits 3 716 4 521 – –

Share-based payments (note 37) 10 765 39 868 815 17 665

Key management personnel comprise Executive Directors within the AfroCentric Health Limited Group.

39.4 Inter-Group guarantees

 The following Group companies have provided cross guarantees to the AfroCentric Health Limited bankers, for 
facilities offered to that Company:

	 •	 Medicaid	Administrators	(Proprietary)	Limited

	 •	 Medscheme	(Namibia)	(Proprietary)	Limited

	 •	 Medscheme	Administrators	(Swaziland)	(Proprietary)	Limited

	 •	 Helios	IT	Solutions	(Proprietary)	Limited

39. Related party transactions (continued)
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40. Pensions and other retirement obligations
The Group has made provision for pension and provident schemes covering substantially all employees. All eligible 
employees are members of defined contribution schemes administered by third parties. The assets of the schemes are held 
in administered trust funds separated from the Group’s assets. Scheme assets primarily consist of listed shares, bonds and 
cash. The South African funds are governed by the Pension Funds Act of 1956.

41. Medscheme Provident Fund and Medscheme Employees Provident Fund
These funds are defined contribution plans. Contributions are fully expensed during the year in which they are funded. 

Contributions of 7.6% of retirement funding remuneration are paid by the employer and contributions paid by the employee 
range between 0% and 12% of retirement funding remuneration. In the interest of the employee members of these funds, 
the trustees are encouraged to obtain an independent actuarial assessment of the performance of the funds.

42. Subsequent events
At 30 June 2014 the Company had entered into discussions with certain parties with a view to expanding the business 
of AfroCentric Health Limited. A commencing Cautionary Notice was posted on the Securities Exchange News Service 
(“SENS”) on 10 June 2014. Pursuant thereto, the following information is an extract from a section of the Company's 
published results announcement on SENS on 30 September 2014 titled "Recent Developments":

1. Agreement has been reached to acquire the wholesale and courier pharmacy businesses belonging to WAD Holdings 
(Proprietary ) Limited (“WAD”), businesses that specialise in the wholesaling, dispensing and delivery of chronic medication 
for and on behalf of private and public sector clients and patients. In addition, the transaction will include the purchase 
of the Group’s agency enterprise and a strategic minority interest in the generic and OTC complementary medicine 
distribution business. The Company has also secured an option to acquire WAD’s two specialised commercial properties. 
The purchase price will be satisfied substantially by the issue of AfroCentric shares and a certain amount in cash. 

2. Agreement has been reached with Sanlam Limited (“Sanlam”), whereby Sanlam will acquire a 28.7% shareholding in 
ACT Healthcare Assets (Proprietary) Limited (“AHA”), a wholly owned subsidiary of AfroCentric which owns 94.10% of 
AfroCentric Health Limited (“AHL”). The total Sanlam investment amount will be approximately R700 million, (after the 
transfer of acquired WAD businesses referred to above), of which about R160 million will be applied to the repayment of 
AHA third party borrowings, the balance being applied to the repayment of inter-company loans between AHA and the 
Company. As a result of the total Sanlam investment and the repayment of third party debt of approximately R160 million, 
AfroCentric shall be substantially debt-free and have additional cash resources of approximately R542 million. The Sanlam 
investment is subject to certain suspensive conditions being fulfilled or waived.

Further information and details of the transactions were released on SENS on 30 September 2014.

The above transactions are both non-adjusting subsequent events.
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SHAREHOLDERS’ 
CALENDAR 

2014 Final Ordinary Dividend

Declaration date  10 September 2014

Last date to trade cum dividend    21 November 2014

Shares commence trading ex dividend   24 November 2014

Dividend record date    28 November 2014

Dividend payment date  1 December 2014

Financial year-end   30 June

Annual General Meeting   21 January 2015

Announcement of interim results  March 2015

Announcement of annual results   September

Posting of annual report   December 2014
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NOTICE OF ANNUAL 
GENERAL MEETING

NOTICE OF THE EIGHTH ANNUAL GENERAL MEETING OF SHAREHOLDERS TO BE HELD ON WEDNESDAY,  
21 JANUARY 2015, AT 10H00 AT THE BONITAS MARKETING COMPANY OFFICES, THE GREENS OFFICE PARK, 

BUILDING L, 26 CHARLES DE GAULLE CRESCENT, HIGHVELD EXT 12, CENTURION 

AfroCentric Investment Corporation Limited
(Incorporated in the Republic of South Africa)

(Registration number: 1988/000570/06)
JSE code: ACT

ISIN: ZAE 000078416
37 Conrad Road, Florida North
P.O. Box 1101, Florida Glen 1708
Telephone: +27 (11) 671 2000

Website: www.afrocentric.za.com

IMPORTANT NOTICE TO SHAREHOLDERS

If you are in any doubt as to any action you should take, please consult your Banker, Stock Broker, Legal Advisor, Accountant or 
other professional Advisor immediately.

1.  If you have disposed of all your shares in AfroCentric Investment Corporation Limited (“the Company”), this document should be 
handed to the purchaser of such shares or to the Stock Broker, Banker or other agent through whom such disposal was effected.

2.  Members attending the Annual General Meeting of the Company on Wednesday, 21 January 2015, at 10h00 are requested to 
ensure registration of attendance upon arrival.

Kindly note that, in terms of section 63(1) of the Companies Act 71 of 2008, as amended (“the Act”), any person attending or 
participating in the Annual General Meeting must present reasonable satisfactory identification and the person presiding at 
the Annual General Meeting must be reasonably satisfied that the right of any person to participate in and vote (whether as 
a shareholder or as a proxy for a shareholder) has been reasonably verified.  Suitable forms of identification will include the 
presentation of valid identity documents, driver’s licences and passports.

3. The record date of the Annual General Meeting for shareholders to participate in and vote at the Annual General Meeting is  
Friday, 16 January 2015 (“the voting record date”).  Persons intending to attend or participate in the Annual General Meeting will 
be required to present reasonable, satisfactory identification.

4. The last date to trade in order to be eligible to participate in and vote at the Annual General Meeting is Friday, 9 January 2015.

RECORD DATES: 

Please take note of the following important dates

Record date for the purposes of determining which shareholders of the Company are entitled 
to receive notice of the Annual General Meeting (“the notice record date”)

Friday, 12 December 2014

Record date for the purposes of determining which shareholders of the Company are entitled 
to participate in and vote at the Annual General Meeting (“the voting record date”)

Friday, 16 January 2015

Last day for lodging forms of proxy by 10h00 Monday, 19 January 2015

Date of the Annual General Meeting at 10h00 Wednesday, 21 January 2015

VOTING AND PROXIES:

A member entitled to attend and vote at the Annual General Meeting is entitled to appoint a proxy or proxies to attend, speak and 
vote in his/her stead.  A proxy need not be a member of the Company.  A form of proxy is distributed with this Notice of Annual 
General Meeting for the sake of convenience.

Proxy forms must be delivered to the Company’s Transfer Secretaries: 

Computershare Investor Services Proprietary Limited  

70 Marshall Street
Johannesburg 
2001.  

  

P O Box 61051
Marshalltown, 2107
Fax: +27 (11) 688 5238
Email:  proxy@computershare.co.za

By no later than 10h00 on Monday, 19 January 2015
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AfroCentric Investment Corporation Limited
(Incorporated in the Republic of South Africa)

(Registration number: 1988/000570/06)
JSE Share code: ACT

ISIN Number: ZAE 000078416
(“the Company”)

All terms defined in the Integrated Annual Report 2014, to which this Notice of Annual General Meeting is attached, shall bear the 
same meanings when used in this Notice of Annual General Meeting.

Notice is hereby given that the Eighth Annual General Meeting of Shareholders of AfroCentric Investment Corporation Limited 
will be held on Wednesday, 21 January 2015, at 10h00 at The Bonitas Marketing Company Offices, the Greens Office Park, Building 
L, 26 Charles De Gaulle Crescent, Highveld Ext 12, Centurion, to conduct such business as may lawfully be dealt with at the Annual 
General Meeting and to consider and, if deemed fit, pass, with or without modification, the special and ordinary resolutions set 
out hereunder in the manner required by the Companies Act, No 71 of 2008, as amended from time to time (“the Act”), as read 
with the JSE Limited Listings Requirements, as amended from time to time (“JSE Listings Requirements”). 

In accordance with section 62(3)(a), read with section 59(1)(a)&(b) of the Act, the Board of the Company has set the record date 
for the purpose of determining which shareholders are entitled to:

•	 receive Notice of the Annual General Meeting, being the notice record date, as Friday, 12 December 2014; and

•	 participate in and vote at the Annual General Meeting, being the voting record date, as Friday, 16 January 2015

PRESENTATION OF AUDITED ANNUAL FINANCIAL STATEMENTS
The audited consolidated annual financial statements of the Company for the year ended 30 June 2014, together with the 
Report of the Directors, the Independent Auditor’s report and Audit & Risk Committee report, have been distributed and will be 
presented to Shareholders at the Annual General Meeting in terms of section 30(3)(d) of the Act. The complete set of audited 
consolidated annual financial statements, together with the Report of the Directors and the Independent Auditor’s report are 
set out on pages 112 to 188 of the Integrated Annual Report.  The Audit and Risk Committee Report is set out on page 118. The 
Integrated Annual Report is also available on the Company’s website: www.afrocentric.za.com 

PRESENTATION OF THE SOCIAL AND ETHICS COMMITTEE
In accordance with the Companies Regulation 43(5)(c), issued in terms of the Act, there is no formal  report from the Social and 
Ethics Committee for the year ended 30 June 2014,  but these aspects will be covered under the Sustainability – Transformation, 
CSI and BEE section which is set out on page 77 of the Integrated Annual Report, will be presented to the Shareholders at the 
Annual General Meeting.

ORDINARY RESOLUTIONS
For the purposes of sections 62(3)(c) and 65(7) of the Act, unless otherwise specified, in order for each of the ordinary resolutions 
appearing hereunder to be passed, each resolution must be supported by more than 50% of the voting rights exercised on each 
ordinary resolution.

Consider and if deemed fit, passing, with or without modification, the following Ordinary Resolutions:

Ordinary Resolution Number 1: Re-Election of Non-Executive Directors
To re-elect by way of separate resolutions the Non-Executive Directors of the Company who are retiring by rotation in accordance 
with the provisions of the Act, the Company’s memorandum of incorporation (“MOI”) and the JSE Listings Requirements.  

1.1 Dr AT Mokgokong (Non-Executive Director & Chairperson of the Board)
Resolved That Dr AT Mokgokong, who retires by rotation in terms of the Company’s MOI, and who is eligible and avail-
able for re-election, be and is hereby re-elected as a Director of the Company and as Chairperson of the Board with 
immediate effect. 

1.2 Mr MJ Madungandaba (Non-Executive Director)
Resolved That Mr MJ Madungandaba, who retires by rotation in terms of the Company’s MOI, and who is eligible and 
available for re-election be and is hereby re-elected as a Director of the Company with immediate effect.

1.3 Ms Y Masithela (Non-Executive Director)
Resolved That Ms Y Masithela, who retires by rotation in terms of the Company’s MOI, and who is eligible and available 
for re-election, be and is hereby re-elected as Director of the Company with immediate effect.

1.4 Mr G Napier (Lead Independent Non-Executive Director)
Resolved That Mr G Napier, who was appointed as a lead independent non-executive Director from 2 July 2014 and who 
retires by rotation in terms of the Company’s MOI, and is eligible and available for re-election, be and is hereby re-elected 
as the lead independent non-executive Director of the Company with immediate effect. 

Brief curriculum vitae in respect of each of the abovementioned Directors can be found on pages 14 to 15 of the Integrated Annual 
Report.
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Ordinary Resolution Number 2: Re-appointment of Audit and Risk Committee members
To re-elect, by way of separate resolutions, the following Independent, Non-Executive Directors as Members of the Company’s 
Audit and Risk Committee until the conclusion of the next Annual General Meeting;    

2.1  Ms Y Masithela (Independent, Non-Executive Director & Chairperson of the Audit and Risk Committee)  

Resolved That, in terms of section 94(2) of the Act, but subject to her re-election as a Non-Executive Director of the 
Company in Ordinary Resolution Number 1.3 above, Ms Y Masithela, be and is hereby re-elected as a member and the 
Chairperson of the Audit and Risk Committee of the Company.   

2.2  Mr. G Napier (Lead Independent, Non-Executive Director)

Resolved That, in terms of section 94(2) of the Act, but subject to his re-election as a Non-Executive Director of the 
Company in Ordinary Resolution Number 1.4 above, Mr G Napier, be and is hereby re-elected as a member of the Audit 
and Risk Committee of the Company.  

2.3  Mr J Appelgryn (Independent, Non-Executive Director)

Resolved That, in terms of section 94(2) of the Act, Mr J Appelgryn, be and is hereby re-elected as a member of the Audit 
and Risk Committee of the Company.      

Ordinary Resolution Number 3: Re-Appointment of Joint External Auditors and designated Auditors 
The Audit and Risk Committee, having satisfied itself that the current joint external auditors meet the independence requirements 
prescribed by section 94(8) of the Act and after having confirmed that automatic rotation in terms of section 92 of the Act does 
not apply, recommends that the current joint external auditors, PricewaterhouseCoopers Inc and SizweNtsalubaGobodo Inc (“the 
current joint auditors”) be re-appointed as the independent registered auditors of the Company for the ensuing financial year..

Resolved That PricewaterhouseCoopers Inc and SizweNtsalubaGobodo Inc be and are hereby re-appointed as the joint external auditors 
of the Company for the next financial period, until the conclusion of the next Annual General Meeting of the Company.

Ordinary Resolution Number 4: Authority of Directors and/or Company Secretary  
Resolved That any two Directors and/or the Company Secretary of the Company be and are hereby authorised to do all such 
things, sign all such documents and procure the doing of all such things and the signature of all such documents as may be 
necessary for or incidental to the implementation of the resolutions passed at the Annual general Meeting of Shareholders of the 
Company held on Wednesday, 21 January 2015.

Ordinary Resolution Number 5: General Authority to Issue Ordinary Shares, And To Sell Treasury Shares, For Cash
Resolved That the Directors of the Company and/or any of its subsidiaries from time to time be and are hereby authorised, by 
way of a general authority, to:

5.1    allot and issue, or to issue any options, in respect of all or any of the authorised but unissued ordinary shares in the 
capital of the Company, and/or

5.2    sell or otherwise dispose of or transfer, or issue, any option in respect of ordinary shares in the capital of the Company, 
purchased by subsidiaries of the Company, for cash, to such person/s on such terms and conditions and at such times 
as the Directors may from time to time in their discretion deem fit, subject to the Act, the MOI of the Company and its 
subsidiaries and the JSE Listings Requirements, provided that:

1. the general authority shall be valid until the Company’s next annual general meeting, provided that it shall not 
extend beyond fifteen months from the date of the passing of this ordinary resolution (whichever period is shorter);

2. the allotment and issue of the shares must be made to public shareholders as defined in the JSE Listings 
Requirements and not to related parties;

3. the shares which are the subject of the issue for cash must be of a class already in issue, or where this is not the 
case, must be limited to such shares or rights that are convertible into a class already in issue;

4. the number of shares issued for cash in aggregate under this authority shall not exceed 70 178 265 shares, being 15% 
(fifteen percent) of the Company’s listed equity securities as at the date of this notice of annual general meeting, 
excluding treasury shares. 

5. any shares issued under this authority during the period contemplated in paragraph 1 above, must be deducted 
from the number in paragraph 4 above;

6. in the event of a sub-division or consolidation of issued shares during the period contemplated in paragraph 1 above, 
the existing authority must be adjusted accordingly to represent the same allocation ratio;

7. the maximum discount at which ordinary shares may be issued is 10% (ten percent) of the weighted average traded 
price of those shares measured over the 30 (thirty) business days prior to the date that the price of the issue is 
agreed between the Company and the party subscribing for the securities. The JSE must be consulted for a ruling if 
the Company’s securities have not traded in such 30-business day period;

8. after the Company has issued shares for cash which represent, on a cumulative basis within a financial year, 5% (five 
percent) or more of the number of shares in issue prior to that issue, the Company shall publish an announcement 
containing details of inter alia the number of shares issued, the average discount to the weighted average traded 
price of the shares over the 30 (thirty) business days prior to the date that the price of the issue was agreed in 
writing between the issuer and the party subscribing for the shares or any other announcements that may be 
required in such regard in terms of the JSE Listings Requirements which may be applicable from time to time.
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Note:

In terms of the JSE Listings Requirements a 75% majority of the votes cast by shareholders present or represented by proxy at 
the Annual General Meeting must be cast in favour of ordinary resolution number 5,

ADVISORY VOTE
Please note that there is no minimum percentage of voting rights required for an advisory vote to be adopted.

Ordinary resolution Number 6: Endorsement of the Remuneration Policy 
Resolved That as a non-binding advisory vote, the Company’s Remuneration Policy (excluding the remuneration of Non-
Executive Directors and Members of Committees of the Board for their services as Directors and Members of such Committees) 
as set out on pages 91 to 94 of the Integrated Annual Report, be and is hereby endorsed.

SPECIAL RESOLUTIONS
For the purposes of sections 62(3)(c) and 65(9) of the Act, unless otherwise specified, in order for each of the special resolutions 
appearing hereunder to be passed, each resolution must be supported by at least 75% of the voting rights exercised on each 
special resolution

Considering, and if deemed fit, passing, with or without modification, the following Special Resolutions:

Special Resolution Number 1: Non-Executive Directors’ Remuneration
Resolved By Way of Special Resolution That, in terms of section 66(9) of the Act, the Non-Executive Directors’ remuneration 
for the next 12 months, payable quarterly in arrears, with effect from 1 February 2015, be and is hereby approved as follows:

Position Committee Present rate (2014) Recommended Increase (%) Proposed Rate (2015)

Chairperson Board and fully inclusive R180 000 11 R199 800

Non-Executive Director Board only R180 000 6 R190 800

The reason for and effect of Special Resolution Number 1 is to ensure that the level of annual fees paid to Non-executive 
Directors remains competitive, to enable the Company to attract and retain individuals of the calibre required to make a 
meaningful contribution to the Company, having regard to the appropriate capability, skills and experience required.  The Board has 
recommended that the level of fees paid to Non-Executive Directors be adjusted as proposed with effect from 1 February 2015.

Special Resolution Number 2: General Approval to Repurchase Shares
Resolved By Way of Special Resolution That the Company and/or any subsidiary of the Company (“the Group”) be and is 
hereby authorised by way of a general approval as contemplated in section 48 of the Act to acquire from time to time issued 
ordinary shares of the Company, upon such terms and conditions and in such amounts as the Directors of the Company may 
from time to time determine, but subject to the MOI of the Company and the provisions of the Act and provided:

•	 this authority shall be valid until the Company’s next Annual General Meeting, provided that it shall  not extend beyond 
fifteen months from the date of the Annual General Meeting;

•	 that authorisation thereto is given by the Company’s MOI;

•	  a general repurchase may not, in the aggregate in any one financial year exceed 20% of the number of shares in the 
Company’s issued share capital at the time this authority is given, provided that a subsidiary of the Company may not hold 
at any one time more than 10% of the number of issued shares of the Company;

•	  repurchases may not take place during a prohibited period as defined in paragraph 3.67 of the JSE Listings Requirements 
unless a repurchase programme is in place, where dates and quantities of shares to be traded during the prohibited period 
are fixed and full details of the programme have been disclosed in writing to the JSE prior to the commencement of the 
prohibited period;

•	 any such repurchase will be implemented through the order book operated by the JSE trading system and done without 
any prior understanding or  arrangement between the Company and the counterparty;

•	 at any one point in time, the Company may only appoint one agent to effect repurchases on the Company’s behalf;

•	  in determining the price at which shares may be repurchased in terms of this authority, the maximum premium permitted is 
10% above the weighted average traded price of the shares as determined over the five days prior to the date of repurchase 
(“the maximum price”);  and

•	 prior to entering the market to proceed with the repurchase, the Board, by resolution authorising the repurchase, has 
applied the solvency and liquidity test immediately after completing the proposed repurchase.

Having considered the aggregate effect of the maximum repurchase of 20% of the Company’s issued share capital in any one 
financial year pursuant to the general authority to repurchase shares, the board of directors is of the opinion that, for a period of 
12 months after the date of the repurchase:

•	 the Company and the Group will be able to repay their debts, in the ordinary course of business;

•	 the Company and the Group’s assets will be in excess of the liabilities of the Company and the Group. For this purpose 
the assets and liabilities should be recognised and measured in accordance with the accounting policies used in the latest 
audited Group annual financial statements;
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•	 the Company and the Group’s ordinary share capital and reserves will be adequate for ordinary purposes; and 

•	 the Company and the Group is will have sufficient working capital for the ordinary business purposes.

The following additional information, some of which may appear elsewhere in the integrated report of which this this notice forms 
part, is provided in terms of the JSE Listings Requirements for purposes of this general authority:

•	 major beneficial shareholders – see page 119  of the integrated report; and

•	 share capital of the company – see page 169  of the integrated report.

Material Changes

Other than the facts and developments reported on in this integrated report, there have been no material changes in the affairs or 
financial position of the Company and its subsidiaries since the date of signature of the audit report and up to the date of this notice.

The reason for and the effect of this Special Resolution Number 2 is to grant the Company’s Directors a general authority, up to 
and including the date of the following Annual General Meeting of the Company, to approve the Company’s purchase of shares in 
itself, or to permit a subsidiary of the Company to purchase shares in the Company.  The Directors have no specific intention to 
effect the provisions of Special resolution 2, but will continue to review the Company’s position in considering whether to effect 
the provisions of Special Resolution 2.

Director’s responsibility statement

The Directors, whose names are given in the Notice, collectively and individually accept full responsibility for the accuracy of the 
information pertaining to the resolution, and clarify that to the best of their knowledge and belief there are no facts that have 
been omitted which would make any statement false or misleading, and that all reasonable enquiries to ascertain such facts have 
been made and that this resolution contains all information required by law.

Special Resolution Number 3: Inter-Company Loans and Other Financial Assistance
Resolved By Way of Special Resolution That the authority of the Directors of the Company, as previously approved by 
shareholders as required in terms of sections 44 and/or 45(2) of the Act and the Company’s MOI, to provide financial assistance 
to all related and/or inter-related companies at such times and on such terms and conditions as the Directors in their sole 
discretion deem fit and subject to all relevant statutory and regulatory requirements being met, be and is hereby renewed, such 
authority to remain in place until rescinded by way of special resolution at a duly constituted AGM of the Company.

Resolved Further That the Board of the Company shall, in accordance with section 45 of the Act, satisfy itself that any direct or 
indirect financial assistance to be granted shall be on terms and conditions that are fair and reasonable to the Company and that 
the Company will satisfy the solvency and liquidity test as set out in section 4 of the Act immediately after providing the direct or 
indirect financial assistance.

The reason for and effect of this Special Resolution Number 3 is to grant the Directors of the Company the authority for 
a period of 2 (two) years, from date of approval of the special resolution, to provide financial assistance to any Company or 
corporation which is related or inter-related to the Company.  This means that the Company is authorised to, inter alia, grant loans 
to its subsidiaries and/or holding Company, to guarantee the debt of its subsidiaries and/or holding Company and to subordinate 
any claims that it may have against such companies or corporations in favour of third party banks and other financiers.

OTHER BUSINESS
To transact such other business as may be transacted at an Annual General Meeting of Shareholders.

By Order of the Board

Wilbert Mhlanga
Company Secretary

Johannesburg

28 November 2014

INTEGRATED ANNUAL REPORT 2014194 INTEGRATED ANNUAL REPORT 2014194

afrocentric IAF financials Final New AGM.indd   194 2014/11/26   06:00:33 PM



 

AfroCentric Investment Corporation Limited
(Incorporated in the Republic of South Africa)

(Registration number: 1988/000570/06)
JSE Share code: ACT

ISIN Number: ZAE 000078416
( “the Company”)

FORM OF PROXY RELATING TO THE EIGHTH ANNUAL GENERAL MEETING OF THE COMPANY

Dematerialised shareholders, other than “own name” dematerialised Shareholders, who wish to attend the Annual General Meeting must 
instruct their CSDP or broker to issue them with the necessary authority to attend. Should dematerialised Shareholders, other than 
“own name” dematerialised Shareholders, be unable to attend the Annual General Meeting in person, but wish to vote by proxy, they 
must provide their CSDP or broker with their voting instructions in terms of the custody agreement entered into between them and 
their CSDP or broker.

This form of proxy is for use by Certificated Ordinary Shareholders and “own name” Dematerialised Ordinary Shareholders of the 
Company only at the Annual General Meeting of the Company’s Shareholders to be held at 10h00 on Wednesday, 21 January 2015. 

Shareholders who have dematerialised their shares, other than “own name” dematerialised Shareholders, must inform their CSDP or 
broker of their intention to attend the Annual General Meeting and request their CSDP or broker to issue them with the necessary letter 
of representations to attend or provide their CSDP or broker with their voting instruction should they not wish to attend the Company’s 
Annual General Meeting in person. Such Shareholders must not return this form of proxy to the transfer secretaries. 

 I/We (please print name in full) __________________________________________________________________________________

of (Address: please print) _______________________________________________________________________________________

being the holder of ______________ ordinary shares in the Company, hereby appoint ____________________________________ or

Failing him/her, __________________________________________________________ or failing him/her, the Chairman of the 
Annual General Meeting as my/our proxy to attend, speak and vote for me/us on my/our behalf at the Annual General Meeting and at 
any adjournment thereof as follows:   

For Against Abstain
Ordinary Resolutions
1. Re-Election of Directors & Chairperson 

1.1 Dr AT Mokgokong (Chairperson)
1.2 Mr MJ Madungandaba
1.3 Ms Y Masithela
1.4 Mr G Napier

2. Appointment of Members and Chairperson to the Audit Committee
2.1 Ms Y Masithela (Chairperson)
2.2 Mr G Napier
2.3 Mr J Appelgryn

3. Re-Appointment of Joint External Auditors
3.1 Re-appointment of the joint external auditors

4. Authority of Directors and/or Company Secretary to sign documents
5. General authority to issue ordinary shares, and to sell treasury shares, for cash
Advisory Vote
6. Endorsement of the Remuneration Policy (by way of a non-binding advisory vote)
Special Resolutions
1. Approval of Non-Executive Directors’ Remuneration
2. General Approval to Repurchase Shares
3. Inter-company Loans and other Financial Assistance

Insert an “X” in the relevant space above according to how you wish your votes to be cast. However, if you wish to cast your votes in 
respect of a lesser number of shares than you own in the Company, insert the number of ordinary shares held in respect of which you 
desire to vote.  

Signed at _________________________________________________________________on ________________________2014/2015 

Signature ___________________________________________________________________________________________________

Assisted by me (where applicable) _______________________________________________________________________________

Each shareholder is entitled to appoint one or more proxies (who need not be a shareholder) to attend, speak and vote in place of 
that member at the AfroCentric Investment Corporation Annual General Meeting.

Please read the following notes and instructions carefully
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NOTES

1. All Shareholders are entitled to attend, be represented and vote at the Company’s Annual General Meeting. Each Shareholder 
present in person or by proxy at the Annual General Meeting shall be entitled, on a show of hands, to one vote irrespective 
of the number of shares he holds or represents, provided that a proxy shall, irrespective of the number of Shareholders he 
represents, have only vote. On a poll, a Shareholder who is present in person or by proxy shall be entitled to one vote for each 
share held or represented. 

2. Shareholders who have dematerialised their ordinary shares through a CSDP or broker, other than own name registered 
dematerialised shareholders, and who wish to attend the Annual General Meeting must request their CSDP or broker to issue 
them with a Letter of Representation.  Alternatively, dematerialised shareholders other than own name registered dematerialised 
shareholders, who wish to be represented, must provide their CSDP or broker with their voting instructions in terms of the 
custody agreement between them and their CSDP or broker in the manner and by time-frame stipulated

3. A Shareholder may insert the name of a proxy or the names of two alternate proxies of the Shareholder’s choice in the space(s) 
provided, with or without deleting “the chairman of the Annual General Meeting”. If a deletion is made such deletion must be 
initialled by the Shareholder. The person whose name stand first on the form of proxy and who is present at the Company’s 
Annual General Meeting will be entitled to act as proxy to the exclusion of those names follow. 

4. A Shareholder’s instructions to the proxy as to whether to vote for, against or abstain from voting, and in respect of the relevant 
number of shares to vote in such a manner, shall, in respect of the resolution, be indicated as follows: 

a. By the insertion of an “X in the appropriate box provided to indicate whether to vote for, against, or abstain from voting. 
Such insertion, without the insertion of the relevant number of shares as contemplated in paragraph (b) below, shall 
require the proxy to vote or abstain from voting at the Company’s Annual General Meeting as indicated by the “X” in 
respect of all (and not some) of the Shareholder’s votes exercisable thereat. 

b. By the insertion of the relevant number of shares held by the Shareholder in the Company to indicate the number of 
shares to be voted for, against or abstain from voting (which will indicate the number of votes exercisable by the proxy on 
behalf of the Shareholder on a poll), in the appropriate box provided. Such as insertion, with or without the insertion of an 
“X”, shall require the proxy to vote or abstain from voting at the Company’s Annual General Meeting as indicated by the 
number so inserted in respect of such inserted number (an not a portion) of shares.

c. By failure to insert anything in the appropriate box. such failure will be deemed to authorise the Chairman of the Annual 
General Meeting, if he is the proxy, to vote in favour and any other proxy to vote or abstain from voting at the Company’s 
Annual General Meeting as he deems fit in respect of all (or a portion) of the Shareholder’s votes exercisable thereat. 

5. A Shareholder is not obliged to use all the votes exercisable by the shareholders, but the total of the votes cast, and in respect 
of which abstention is recorded, whether by the Shareholder of the proxy, may not exceed the total of the votes exercisable by 
the Shareholder. 

6. A duly completed form of proxy must be lodged with or posted to the Transfer Secretaries, Computershare Investor Services 
Proprietary Limited, 70 Marshall Street, Johannesburg, 2001 (PO Box 61051, Marshalltown, 2107) so as to reach them no later 
than 10h00 on Monday, 19 January 2015.

7. The completion and lodging of this form of proxy will not preclude the relevant Shareholder from attending the Annual General 
Meeting and speaking and voting in person thereat to the exclusions of any proxy appointed in terms thereof. 

8. Documentary evidence establishing the authority of a person signing this form of proxy, in a representative or other legal 
capacity, must be attached to this form of proxy unless previously recorded by the transfer secretaries or waived by the 
Chairman of the Annual General Meeting, as the case may be. 

9. Any alteration or correction made to this form of proxy must be initialled by the signatory/ies. 

10. The Chairman of the Annual General Meeting may reject or accept any form of proxy, which is completed and/or received, other 
than in compliance with the notes.

11. In respect of joint holders, any such person may vote at the Company’s Annual General Meeting in respect of such joint shares 
as if he were solely entitled thereto; but if more than one of such joint holders are present or represented at the Company’s 
Annual General Meeting, the person whose name stands first in the register in respect of such shares or his proxy as the case 
may be, is alone entitled to vote in respect thereof. 

12. Equity securities held by a share trust or scheme will not have their votes at the Annual General Meeting taken into account for 
the purposes of resolutions proposed in terms of the JSE Listings Requirements. 

13. Unlisted securities (If applicable) and shares held as treasury shares may not vote.
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AFROCENTRIC ROODEPOORT (HEAD OFFICE)
Registered address
37 Conrad Road
Florida North
Roodepoort
1709

Postal address
Private Bag X34
Benmore 
2010

AFROCENTRIC SANDTON OFFICE
Michael (Motty) Sacks
11th Floor
Sandton City Office Tower
Cnr of Rivonia Road and 5th Street
Sandhurst, Ext 3
Sandton
Tel +27 87 351 2054 (Direct)

COMPANY SECRETARY
Wilbert Mhlanga
Legal, Governance, Risk & Compliance
Tel +27 11 758 8453 
Cell +27 83 2000 210 
wilbertm@afrocentrichealth.com

PO Box 1101, Florida Glen, 1708
37 Conrad Road, Florida North
Roodepoort, 1709

INVESTOR RELATIONS
We welcome comments and feedback on our Integrated 
Annual Report. 

Shivani Ramdhani CA(SA)
Tel +27 11 671 2475
Fax +27 11 671 3013
shivanir@afrocentrichealth.com

SPONSOR
Sasfin Capital (A division of Sasfin Bank Limited)
29 Scott Street
Waverley
2090
Tel +27 11 809 7500
Fax +27 11 887 6167

PO Box 95104
Grant Park
2051

TRANSFER SECRETARIES
Computershare Investor Services (Pty) Limited
70 Marshall Street
Johannesburg
2001
Tel +27 861 100933

PO Box 61051
Marshalltown
2107

AFROCENTRIC INVESTMENT CORPORATION LIMITED
JSE SHARE CODE: ACT
ISIN NUMBER: ZAE 000078416
COMPANY REGISTRATION NUMBER 1988/000570/06
www.afrocentric.za.com

ADMINISTRATION 
AND CONTACTS
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37 Conrad Road, Florida North, Roodepoort, 1709

Postal address, Private, Bag X34, Benmore, 2010

Tel +27 11 671 2475     Fax +27 11 671 3013

www.afrocentric.za.com
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