Acquisition of Alliance Medical Group

1

Legal Disclaimer
IMPORTANT NOTICE: THIS PRESENTATION IS NOT AND DOES NOT CONTAIN AN OFFER OF SECURITIES FOR SALE OR A SOLICITATION OF AN OFFER TO PURCHASE OR SUBSCRIBE FOR
SECURITIES IN ANY JURISDICTION, INCLUDING THE UNITED STATES, AUSTRALIA, CANADA OR JAPAN. THE SECURITIES MENTIONED IN THIS PRESENTATION (THE “SECURITIES”) HAVE
NOT BEEN, AND WILL NOT BE, REGISTERED UNDER THE U.S. SECURITIES ACT OF 1933, AS AMENDED (THE “SECURITIES ACT”), AND MAY NOT BE OFFERED OR SOLD IN THE UNITED
STATES UNLESS REGISTERED UNDER THE SECURITIES ACT OR PURSUANT TO AN EXEMPTION FROM, OR A TRANSACTION NOT SUBJECT TO, REGISTRATION UNDER THE SECURITIES
ACT. THERE WILL BE NO PUBLIC OFFER OF THE SECURITIES IN THE UNITED STATES.
This presentation is being supplied to you solely for your information and is to be used at the presentation held in January 2017. The information contained herein is for discussion purposes only and does
not purport to contain all information that may be required to evaluate Life Healthcare Group Holdings Limited (“Life Healthcare”), Alliance Medical Group Limited (“AMG”), and/or their respective financial
positions.
Certain numbers in this presentation relating to AMG are unaudited and are based on internal company records. It is intended that certain of these numbers will be subject to further review and audit in due
course. Once they have been reviewed or audited such numbers may be subject to amendment and the final numbers may differ from those set out in the information. Until such time as that review and/or
audit is complete and any final numbers are published, no reliance shall be placed on, and the Company, the Banks and their respective advisors shall not be liable in any way in respect of such numbers.
These materials do not constitute or form a part of any offer or solicitation or advertisement to purchase and/or subscribe for Securities in South Africa, including an offer to the public for the sale of, or
subscription for, or the solicitation of an offer to buy and/or subscribe for, shares as defined in the South African Companies Act, No. 71 of 2008 (as amended) or otherwise (the “Act”) and will not be
distributed to any person in South Africa in any manner that could be construed as an offer to the public in terms of the Act. Nothing in these materials should be viewed, or construed, as “advice”, as that
term is used in the South African Financial Markets Act, 2012, and/or Financial Advisory and Intermediary Services Act, 2002, and nothing in the document should be construed as constituting the
canvassing for, or marketing or advertising of, financial services in South Africa.
The Company has not authorized any offer to the public of securities in any Member State of the European Economic Area. With respect to each Member State of the European Economic Area which has
implemented the Prospectus Directive (each, a “Relevant Member State”), no action has been undertaken or will be undertaken to make an offer to the public of securities requiring publication of a
prospectus in any Relevant Member State. As a result, the securities may only be offered in Relevant Member States (a) to any legal entity which is a qualified investor as defined in Article 2(1)(e) of the
Prospectus Directive; or (b) in any other circumstances which do not require the publication by the Company of a prospectus pursuant to Article 3 of the Prospectus Directive. For the purposes of this
paragraph, the expression an “offer of securities to the public” means the communication in any form and by any means of sufficient information on the terms of the offer and the securities to be offered so
as to enable an investor to decide to exercise, purchase or subscribe the securities, as the same may be varied in that Member State by any measure implementing the Prospectus Directive in that Member
State and the expression “Prospectus Directive” means Directive 2003/71/EC (and amendments thereto, including the 2010 PD Amending in the Relevant Member State), and includes any relevant
implementing measure in the Relevant Member State and the expression “2010 PD Amending Directive” means Directive 2010/73/EU.
This communication is directed only at (i) persons who are outside the United Kingdom or (ii) in the United Kingdom, persons who have professional experience in matters relating to investments falling
within Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005, as amended (the “Order”), or who are high net worth entities, and other persons to whom it may
lawfully be communicated, including those falling within Article 49(2) of the Order (all such persons together being referred to as “relevant persons”). Any investment or investment activity to which this
communication relates will only be available to and will only be engaged in with, relevant persons. Any person who is not a relevant person must not act or rely on this document or any of its contents
This presentation includes certain forward-looking statements, beliefs or opinions, including statements with respect to Life Healthcare or AMG’s business, financial condition, results of operations and
prospects.
Forward-looking
statements
are
typically
identified
by
the
use
of
forward
looking
terminology
such
as
“believes”, “expects”, “may”, “will”, “could”, “should”, “intends”, “estimates”, “plans”, “assumes”, “anticipates”, “annualized”, “goal”, “target” or “aim” or the negative thereof or other variations thereof or
comparable terminology, or by discussions of strategy that involve risk and uncertainties. These statements reflect the directors' beliefs and expectations and involve risk and uncertainty because they
relate to events and depend on circumstances that will occur in the future. No representation is made that any of these statements or forecasts will come to pass or that any forecast results will be
achieved. There are a number of risks, uncertainties and factors that could cause actual results and developments to differ materially from those expressed or implied by these statements and forecasts.
Past performance cannot be relied on as a guide to future performance. Forward-looking statements speak only as at the date of this presentation, and Life Healthcare expressly disclaims any obligations
or undertaking to release any update of, or revisions to, any forward-looking statements in this presentation. No statement in this presentation is intended to be a profit forecast. As a result, you are
cautioned not to place any undue reliance on such forward-looking statements.
The Banks are each acting exclusively for Life Healthcare and for no-one else in connection with any transaction mentioned in these materials and will not regard any other person (whether or not a
recipient of this presentation) as a client in relation to any such transaction and will not be responsible to any other person for providing the protections afforded to their respective clients, or for advising any
such person on the contents of this presentation or in connection with any transaction referred to in this presentation.
No reliance may be placed for any purposes whatsoever on the information contained in this presentation or on its accuracy or completeness. No representation or warranty, expressed or implied, is given
by or on behalf of Life Healthcare, AMG, the Banks or their respective affiliates, directors, officers or employees, advisors or any other person as to the accuracy or completeness of the information or
opinions contained in this presentation, and no liability whatsoever is accepted for any such information or opinions or any use which may be made of them.
Persons receiving this document should make all trading and investment decisions in reliance on their own judgement and not in reliance on the Banks. None of the Banks is providing any such persons
with advice on the suitability of the matters set out in this presentation or otherwise providing them with any investment advice or personal recommendations. Any presentations, research or other
information communicated or otherwise made available in this presentation is incidental to the provision of services by the Banks to Life Healthcare and is not based on individual circumstances.
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Acquisition of Alliance Medical Group Limited
Transaction Overview


Life Healthcare acquired approximately 95% of Alliance Medical Group Limited (“AMG”) effective 21 November 2016



Initial cash consideration of approximately GBP553m



Deferred cash consideration of up to GBP40m dependent on AMG’s performance through to 31 March 2017



Values AMG at an implied enterprise value of between GBP760m and GBP800m



Purchase consideration funded through ZAR and GBP debt bridge facilities to be refinanced through a rights offer

 AMG is one of the leading European diagnostics providers







Excellent market positions in core markets: UK, Italy and Ireland



Established partner with national health systems such as the NHS in England



LTM(1) revenue of £233.4 million and EBITDA(2) of £64.5 million

Operating in high growth markets


Strong demand led growth: mid-high single digit growths(3)



Most healthcare systems struggling to cope with demand creates additional opportunities for the private sector



Out-of-hospital/community based model evolving with select consolidation opportunities

Strong, experienced and committed management team


Ongoing commitment to Life Healthcare evidenced by ongoing personal investment



Proven track record and experience in the healthcare sector

The AMG acquisition establishes Life Healthcare as a truly international player and is a continuation of the strategy of
growing complementary services

___________________________
1. Financial information relating to AMG for the 12 months ended 30 September 2016 has been derived from its financial information for the 12 months ended 31 March 2016
plus its financial information for the six months ended 30 September 2016 minus its financial information for the six months ended 30 September 2015. It is intended that the
unaudited condensed consolidated interim financial statements of AMG for the six months ended 30 September 2016 and the unaudited consolidated financial statements of
AMG for the financial year ended 31 March 2016 will be reviewed or audited, as applicable, in due course. The final reviewed or audited numbers, as applicable, may be
subject to amendment and therefore so may any numbers derived therefrom
2. AMG historically defined EBITDA as profit before interest, tax, depreciation, amortisation of acquired intangibles, profit/(loss) on disposal of property, plant and
equipment, and exceptional items
3. AMG Management analysis
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Life Healthcare’s Strategic Acquisition Objectives

Life’s Objectives
 High growth markets

 Complementary service
lines/disciplines

 Market leadership
 Experienced and
committed management
team
 Geographic
diversification

What AMG Offers
 Strong underlying demand driven by demographics, disease burden
and advances in medical technology
 MRI, CT, PET-CT; strong linkages into high growth therapeutic
areas: oncology and neuro-disorders
 30-year track record; leading position in UK, Ireland and Italy; key
partner with NHS England
 Longstanding experience in the healthcare sector and ongoing
commitment to Life evidenced through management investment
 UK-based with operations in 10 countries provides pan EU reach
 Diverse basket of currencies (including GBP and EUR)
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Benefits of Combination
 Accelerates Life’s geographic diversification


Revenue outside of South Africa increased from 7%(1) to 29%(2)(3)



AMG operates in 10 European countries

 Positions Life firmly in diagnostics


A strategically important high growth business



Further growth from underlying market demand and potential consolidation



Life continues to grow its complementary services proposition:
−

Mental health / Acute Rehabilitation / Renal Dialysis / Oncology

−

Diagnostics

 Leveraging AMG’s networked imaging services proposition


Understanding of clinical pathways / processes to deliver high quality service



Proprietary technology to deliver networked services



An efficient operator in Europe

 AMG has a strong highly complementary management team


Team has broad healthcare experience to help support Life’s international growth

 Oncology presence enhanced through PET-CT services


Vertically integrated with radiopharmaceutical manufacturing



Key component for cancer care, aids in skills transfer

___________________________
1. Life Healthcare’s International Division revenue contribution for the financial year ended 30 September 2016
2. AMG’s revenue plus Life Healthcare’s International Division revenue expressed as a percentage of the combined revenue of AMG and Life Healthcare for the 12 months
ended 30 September 2016
3. Financial information relating to AMG for the 12 months ended 30 September 2016 has been derived from its financial information for the 12 months ended 31 March 2016
plus its financial information for the six months ended 30 September 2016 minus its financial information for the six months ended 30 September 2015. It is intended that the
unaudited condensed consolidated interim financial statements of AMG for the six months ended 30 September 2016 and the unaudited consolidated financial statements of
AMG for the financial year ended 31 March 2016 will be reviewed or audited, as applicable, in due course. The final reviewed or audited numbers, as applicable, may be
subject to amendment and therefore so may any numbers derived therefrom
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Alliance Medical Group Overview
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Western European Healthcare Markets
Scan Penetration Levels(1)

Key Themes
 Demand growth
 Demographics

Scans per Million Population (15E)
MRI Scans
(000s)
8

 Increased focus on early diagnosis

Germany

6

 Increasing incidence of cancer

4

 Medical technology advancement

2

France
Italy
Spain

England

 Capacity constraints in public facilities

0
0

1

2

3

4

5

6

PET-CT Scans (000s)

 Shift towards out-of-hospital care due to limited
space

Demographics/growth(2)
(% aged over 60+ in Europe)

 Shortage of radiologists

34.2%
29.6%

 Concern over waiting times in public systems

23.9%
20.3%

 Limited public sector capex

2000

2015

2030

2050

___________________________
Source: 1. AMG Management Analysis, NHS cancer strategy 2015-2020. 2. United Nations (2015) World Population Prospects: The 2015 Revision
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AMG’s Geographic Split
£233.4m / ~R4.9bn Revenue(1)(2)
UK

£64.5m / ~ R1.36bn EBITDA(1)(2)

Italy

Ireland

Other Geographies
Spain

Netherlands

Germany

Territorial
Coverage

Finland

Bulgaria

Revenues(1)(2)

Service
Offering

DI static sites: 37

Owned clinics: 13

PET-CT national contract sites:
31(3)
Mobiles: 45

Static sites: 22

Operating sites: 19

France

Revenue Split By
Geography(1)

Norway



£127m / R2.7bn



£68m / R1.4bn



£21m / R0.4bn



MRI



MRI



MRI



CT



CT



CT



PET-CT



PET-CT



PET-CT



Radiopharmacy

N.
Spain
Europe 3%
Ireland 5%
9%

UK 54%

Italy
29%

___________________________
1. Financial information relating to AMG for the 12 months ended 30 September 2016 has been derived from its financial information for the 12 months ended 31 March 2016
plus its financial information for the six months ended 30 September 2016 minus its financial information for the six months ended 30 September 2015. It is intended that the
unaudited condensed consolidated interim financial statements of AMG for the six months ended 30 September 2016 and the unaudited consolidated financial statements of
AMG for the financial year ended 31 March 2016 will be reviewed or audited, as applicable, in due course. The final reviewed or audited numbers, as applicable, may be
subject to amendment and therefore so may any numbers derived therefrom
2. GBP amounts converted to ZAR at the 12 months to 30 September 2016 average exchange rate of R/£21.03
3. Including The Christie
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Fully Integrated Diagnostics Platform
Proven track record of partnering with national health services e.g. NHS England
Overview of End-to-End Service Provision

1

2
Facility Design

3
Equipment
Provision and
Maintenance

4
Contract
Management

5
Radiotracer
Production and
Delivery (as
Applicable)

Radiography and
Interpretation

6

7
Staffing,
Training and
Reporting

8

Contract
Governance and
Management

9
Interim Flexible
Capacity Support

IT Integration

AMG Approach

Complete end-to-end
service

Partnership approach

Quality of service

Focus on efficient
delivery



Neurology



Orthopaedics



Oncology



Neurology



Oncology



A&E



Oncology (fast
becoming the
standard
technology in
the area)

Integrated operations, referrer to report

MRI
Work with customers, align incentives, evergreen
relationships

Good clinical service, clinical governance, patient
satisfaction

Complex
Imaging
CT

System backed, low cost to serve, high utilisation, workflow
management

PET-CT

___________________________
Source: AMG Management
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AMG’s Diagnostic Imaging Business Models
In Diagnostic Imaging (“DI”), AMG has leveraged its international experience to develop a range of
business models which provide operational flexibility and are aligned with local market dynamics
Setting

Description

Number of CT and MRI scanners




Hospital

Traditional outsourcing
by public providers to
private providers

49

13

23

4 89

Traditional
Partnerships

Mobile
Units



Used to meet near term
demand pressure



Business model is
resilient as public
providers rarely have
mobile units



Community
Clinics

Outpatient
Clinic

34

Privately run clinics
offering treatment to
private and public
patients via outsourcing
contracts

5

0

1

19(1)

38

20
UK (ex.NI)
Ireland (+NI)

54

3 3 49

40



60
Italy

80

AMG is able to transfer
learnings between
markets and
modalities, based on its
experience of:


Partnering with
leading public
organisations in
England and Ireland



Working with leading
private providers in
Ireland



Managing a portfolio of
private clinics
in Italy

AMG also has experience
in managing public and
private funding streams

100

Spain and N.Europe

___________________________
Source: Third party consultant engaged by AMG for purposes of assessing the market
1. Mobile units in Northern Europe
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AMG: Italy Market
Majority of Italian Diagnostic Imaging is publicly funded with a proportion privately
delivered; public patients typically co-pay for their scans
Diagnostic Imaging Examinations in
Italy (2015)
Percent of Examinations

Diagnostic Imaging
Equipment (2014)
Percent of Scanners

100

100

 Under the Italian delivery
model, a proportion of
publicly funded scans are
allocated to
contracted, accredited
private clinics

Privately funded
and delivered
80

80

60

Publicly
funded, privately
delivered

Private clinics

60

40

40
Publicly funded
and delivered

Public hospitals

20

20

0

0
Funding and
Provision
Landscape (Scans)

 The privately funded and
delivered market is
estimated to have grown
from c.10% to 15% of the
total DI market over the last
5 years
 Co-pay rates have
increased leading, patients
to switch to pure private

Provision
Landscape
(Scanners)

___________________________
Source: Third party consultant engaged by AMG for purposes of assessing the market
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AMG: Italy Market

Consistent growth rate in total imaging volumes between
2010 and 2015

Imaging volumes

Millions



c.50% of outpatient diagnostics are delivered by
privately owned outpatient clinics



Italian market is a fragmented market with over
1,200 providers



Many of these are ‘owner/manager’ single site
clinics



Growth in DI is expected to be in the 3-5% range
per year to 2020



Opportunity to grow through

20

15

10

5



Continued growth of volumes



Market consolidation
−

Acquiring and absorbing standalone clinics

−

Generate scale and drive efficiencies

0
2010

2011
MRI

2012
CT

2013

2014

2015

PET-CT

___________________________
Source: Third party consultant engaged by AMG for purposes of assessing the market
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AMG: UK Diagnostic Imaging Market – Scan Rates
MRI Procedures in England
(2016)(2)

MRI Procedures/1,000 (2013)(1)
Turkey
United States
France
Luxembourg
Belgium
Iceland
Spain
Greece
Switzerland¹
Denmark
Canada
OECD28
Estonia
Austria¹
Netherlands³
Slovak Rep.
Finland
Czech Rep.
United Kingdom¹
Slovenia
Hungary
Israel
Portugal¹
Australia²
Korea³
Poland
Germany¹
Ireland¹
Chile

119

Percent of Examinations

107
91
81
77
75
70
68

100

100

80

80

60

60

40

40

20

20

61
60
53
52
51
50
50
46
45
45
40
36
35
31
30
28
26
23
22

0

16
13

0




Percent of Examinations

CT Procedures in England
(2016)(2)

25
50
Per 1 000 population

0
Funding Source

75

100

125

Publicly Funded

Funding Source
Privately Funded

Despite historical growth rates of c.10%, the UK still lags the OECD countries in MRI and CT scans per 1,000
c.88% of MRIs and c.97% of CT scans were publicly funded in 2016

___________________________
Source: 1. OECD iLibrary. 2.Third party consultant engaged by AMG for purposes of assessing the market
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AMG: UK Diagnostic Imaging Market – Growth

NHS CT Activity in England

NHS MRI Activity in England

Number of scans
(millions)

5

Number of scans
(millions)

4

CAGR(1)
10.1%

CAGR(1)
9.5%

4
3
3
2
2
1
1

0

0
2013

2014

2015

2016

For 12 months ending 31 March

2013

2014

2015

2016

For 12 months ending 31 March

___________________________
Source: NHS England (www.england.nhs.uk)
1. Compound annual growth rate calculated from 2013 to 2016
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AMG: UK Molecular Imaging Market – Landmark Contract to Collaborate
with NHS England on PET-CT at a National Level
PET-CT Scans

5-year Survival is Markedly Lower

PET-CT scans per million population (2014)
2,900
1,257



UK






European average

UK per capita scan rates significantly below other major European
countries





Creation of new local capacity will stimulate demand

UK is targeting the European 5 year cancer survivorship rate of 67% by
2020
Demand for PET-CT is expected to grow quickly as awareness of its
functionality improves
If scan volumes continue to increase in line with historical growth it will
take c.12 years for the UK to reach the same per capita number of
scans as other European countries
Market growth rate of 12-14% p.a. expected over the next
4-5 years

Molecular Imaging Collaborative Network

PET-CT Contract


10 Year contract, won via public tender with NHS England for the
provision of PET-CT scanning services



Covers 31 sites with no volume caps at a fixed price



Partnership with The Christie (major cancer centre in Europe)



Development partner for the NHS

98%
of people within a one-hour
drive of a static scanner

…with a reduction in cost
per scan



The Molecular Imaging Collaborative Network (MICN) will deliver via the
PET-CT National Contract


Coverage to 60% of England



More static scanners to improve local access



Reduced turnaround times



Standardised evidence-based pathways of care



Up to seven days per week access to scanners



Capacity for collaborative research



Increased value for money to the NHS



Vertically integrated radiopharmacy

(18%)
54%

England

67%

European average

5-year cancer survival rate in England vs. Europe
___________________________
Source: AMG Management, http://www.alliancemedical.co.uk/news/nhs-england-chooses-collaborative-network-bid-to-provide-pet-ct-scanning-services-across, Cancer
Strategy for England 2015-2020
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AMG is a Market Leading Player with Strong Growth Potential

A market leader in
Europe
Increasing focus on
out-of-hospital
community settings

Focus on quality
and collaboration

Broad national
footprint in core
markets

Strong growth
potential

Long term partner
with healthcare
providers

Integrated platform
Operations in 10
countries provides
pan EU reach

___________________________
Source: AMG Management
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Financial Information and Effects
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Summary Financial Performance of AMG
Financial year ended 31 March(1)

Six months ended 30 September(2)

 Revenue up 3.8%

Revenue up 14.0%
130
110
90
70

£218.8m

£210.7m
2015

2015

2016

 Gross profit down 1.4%
90

38.3%

36.4%

80
70

£80.8m

£79.7m

60

2015

 EBITDA
25.7%

£54.1m
2015

7

-3

40.0%
30.0%

60

20.0%

40

10.0%

20

35.9%

£39.7m

£42.7m

27.5%

£60.2m

20.0%

35

10.0%

15

up 15.2%
27.3%

27.0%

£28.2m

£32.5m

30.0%
25.0%
20.0%

2015

2016

30.0%

2016
(3)

30.0%

40.0%

20.0%

EBITDA

up 11.3%

2016

Net profit up 342.9%
£9.0m

-£2.9m

38.0%

2015

 Net profit

2

2016

Gross profit up 7.6%

2016
(3)

70
60
50
40
30

£119.1m

£104.5m

5
0

£9.3m
£2.1m

2015
2016
2015
2016
___________________________
Notes:
1. Extracted from AMG consolidated financial statements for the financial year ended 31 March 2016. It is intended that the consolidated unaudited financial statements will be
audited in due course and may be subject to amendment. The final audited numbers may differ from those set out herein
2. Extracted from AMG unaudited condensed consolidated interim financial statements for the six months ended 30 September 2016. It is intended that the consolidated interim
financial statements will be reviewed in due course and may be subject to amendment. The final reviewed numbers may differ from those set out herein
3. AMG historically defined EBITDA as profit before interest, tax, depreciation, amortisation of acquired intangibles, profit/(loss) on disposal of property, plant and
equipment, and exceptional items
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Impact of the Combination
Accelerates Internationalisation of Life Healthcare’s Revenue Streams
Revenue (R’ million)
Combination
N.Europe Spain
5%
3%
Ireland
9%

International 7%

Other 9%
UK
54%

South Africa 71%

Italy 7%

Increased
offshore revenue
contribution from
7% to 29%

UK 13%

Italy
29%
South Africa 93%
(Rand million)

(Rand million)
21,313

(Rand million)

16,404

4,909

4,314

4,909

16,404

5,671
1357
4314

Revenue

Normalised EBITDA

1,357
Revenue

Normalised EBITDA

FY September 2016A(1)

Revenue

EBITDA

LTM September 2016A(2)(3)

LTM September 2016(2)(3)

___________________________
Notes:
1. Extracted from Life Healthcare’s 2016 audited annual financial statements
2. Financial information relating to AMG for the 12 months ended 30 September 2016 has been derived from its financial information for the 12 months ended 31 March 2016
plus its financial information for the six months ended 30 September 2016 minus its financial information for the six months ended 30 September 2015. It is intended that the
unaudited condensed consolidated interim financial statements of AMG for the six months ended 30 September 2016 and the unaudited consolidated financial statements of
AMG for the financial year ended 31 March 2016 will be reviewed or audited, as applicable, in due course. The final reviewed or audited numbers, as applicable, may be
subject to amendment and therefore so may any numbers derived therefrom
3. GBP amounts converted to ZAR at the 12 months to 30 September 2016 average exchange rate of R/£21.03
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Summary Balance Sheet of AMG (as at 30 September 2016)
Total Assets: £281.8 million


Property, plant and equipment: £122.9 million



Goodwill and other intangibles: £63.4 million



Trade and other receivables: £60.3 million



Cash and cash equivalents: £31.8 million

Total Liabilities: £266.4 million


Total borrowings: £198.0 million



Trade and other payables: £58.3 million

Net debt position (£ million)(1)
£23.8m

£174.2m

Short term
borrowings

£166.2m

Long term
borrowings



Post the
acquisition, approximately
£153 million of AMG’s
borrowings were refinanced
using the GBP bridge facility



Life Group intends to
refinance the £225 million
GBP bridge facility with a
senior term loan of up to
£250 million



AMG target gearing level to
remain below 3.0x net
debt/EBITDA

(£31.8m)

Cash and cash
equivalents

Net debt

Net debt/
EBITDA(2):
2.6x

___________________________
Notes:
1. Extracted from AMG unaudited condensed consolidated interim financial statements for the six months ended 30 September 2016. It is intended that the consolidated interim
financial statements will be reviewed in due course and may be subject to amendment. The final reviewed numbers may differ from those set out herein
2. Calculated using EBITDA of £64.5 million for the 12 months ending 30 September 2016
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Proposed Rights Offer
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Proposed Rights Offer
Offer size

Up to R10.7 billion

Repay a portion of the ZAR bridge facility together with associated financing costs

Use of proceeds

Offered to shareholders outside the United States in compliance with Regulation S
Offered to Qualified Institutional Buyers (“QIBs”) in the United States in compliance with Rule 144A

Distribution

Net debt position (R’ billion)
Net debt/
normalised
EBITDA(1):
1.7x

Net debt/
normalised
EBITDA(5):
~3.9x

4.1

The net proceeds of the rights offer are
expected to be used to reduce debt to

(2.8)

the appropriate level of gearing in order
to:
10.6

 Restore Life Healthcare’s investment
22.1

3.0

grade credit rating
 Maintain sufficient financial flexibility
to pursue planned capital investment

7.2

program
Life Healthcare
net debt (1)

AMG
net debt

(2)

ZAR
bridge loan

GBP
bridge loan (3)

Combined
Pro forma net
Settlement of
AMG debt (4) debt prior to rights
offer

 Continue paying dividends

___________________________
Notes:
1. Extracted from Life Healthcare’s 2016 annual financial statements
2. Extracted from AMG unaudited consolidated interim financial statements for the six months ended 30 September 2016, converted to ZAR at year-end exchange rate of
R/£18.03. It is intended that the consolidated interim financial statements will be reviewed in due course and may be subject to amendment. The final reviewed numbers may
differ from those set out herein
3. GBP225 million drawn bridge facility, converted to ZAR at year-end exchange rate of R/£18.03
4. Approximately GBP153 million of AMG indebtedness settled on acquisition, converted to ZAR at year-end exchange rate of R/£18.03
5. Calculated using Life Healthcare normalised EBITDA for the year ended 30 September 2016 plus AMG EBITDA for the 12 months ended 30 September 2016, converted to
ZAR at the 12 months to 30 September 2016 average exchange rate of R/£21.03
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Timing and Next Steps

Annual General Meeting
(“AGM”)

25 January 2017

In order to proceed with the rights offer, Life Healthcare requires the following shareholder
approvals to be passed at the AGM:

Shareholder approvals

Ordinary resolution to place the authorised but unissued shares in the Company
under the control of the directors of the Company for purposes of the rights offer



To the extent necessary, special resolution to approve the issue of 30% or more of
the Company’s ordinary shares pursuant to the rights offer

Life Healthcare is seeking the following undertakings from its major shareholders:
Shareholder commitments



Commitments to vote in favour of the required shareholder resolutions



Commitments to follow rights in terms of the rights offer

Expected to be announced as soon as practicable after AGM, subject to:
Final terms and timetable

Rights offer close



Shareholder approval of required resolutions



JSE approval of rights offer circular



Finalisation of underwriting agreement

Expected to be concluded before 31 March 2017
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Supplementary Information
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Italy
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Italian Market Dynamics
Italian Population is Ageing Increasing the Need for Imaging

Public Sector Capacity is Constrained by Old Equipment

Population of Italy by Age Group (2015–30F)

Distribution of all MRI Equipment by age in Italy vs. Europe (2014)

Percent

CAGR %
(2015–30F)

100%

2.4

80%

Percentage
47%

50%
40%

39%

36%

34%

30%

60%
40%

(1.5)

25%
19%

20%
10%

20%
(0.3)

0%
2015
0–14

15–59

0%
<5 Years

30F
60+

 Ageing population is the core underlying demand driver for
‘complex’ diagnostics

 The incidence of cancer above the age of 35 is
100/100,000 people. Above the age of 60 the incidence
increases 10 fold to 1,000/100,000

5–10 Years
Italy

>10 Years
Europe

 Equipment in Italy is older than European averages, and
is often not replaced when it exceeds its recommended
life span

 Utilisation is low in public hospitals because of working
time constraints and hospital budget shortages

 Health policy emphasis on early diagnosis with significant
improvements in patient outcomes through early detection

___________________________
Source: Third party consultant engaged by AMG for purposes of assessing the market
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Italian Market Structure
Majority of Italian Diagnostic Imaging is publicly funded with a
proportion privately delivered; public patients typically co-pay
for their scans
Diagnostic Imaging
Examinations in Italy (2015)
Percent of Examinations

Diagnostic Imaging
Equipment (2014)
Percent of Scanners
100

100
Privately Funded
and Delivered

Complex Imaging Scanners and Providers (2015)
Percent

c.3,700
Scanners(3)

c.1,200
Providers

100
Private Clinics

80

80

Complex Imaging Scanners are Split Fairly Evenly Between
the Public and Private Sector, with a High Level of
Fragmentation Within the Private Sector

80

Public Funded,
Privately Delivered
60

60

60

40

40

40

20

Publicly Funded
and Delivered

Public Hospitals
20

20

0

0

0
Funding and
Provision
Landscape
(Scans)

Provision
Landscape
(Scanners)

Scanners
Public
Hospitals

Private Providers
Private
Multi-site

Private
Single-site

___________________________
Source: Third party consultant engaged by AMG for purposes of assessing the market
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AMG Presence Spread Across Italy
..With a skew towards northern regions
AMG DI Sites

Piedmont

Veneto
Lombardy

Liguria

Emilia Romagna

Tuscany

Lazio

Sardinia

Basilicata

Key
AMG Core Region
AMG Other Region
MRI Only
CT Only
MRI & CT
Multimodality
___________________________
Source: Third party consultant engaged by AMG for purposes of assessing the market
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UK – Diagnostic Imaging
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UK Market Dynamics

Millions of People
20

Ageing Population(1)

Barriers to NHS Investment in Scanning Equipment Present
Opportunities for the Independent Sector to Partner with the NHS (1)

UK Population Aged Over 65(1) (2012–30F)

Age of NHS Scanner Asset Base (2014)
CAGR %
(2012–30F)

Forecast

2.1

15

Percent
100



beyond recommended life

75
6–10

50
10

c.50% of scanners are

10+

25
1–5
0

5
0
2012

2015F

2020F

2025F

2030F

MRI

CT

6.2
7

4.9
7

Average scanner age
Recommended life

Shortage of Trained Personnel Limits the NHS’ Ability to Increase
Equipment Utilisation(1)

Scan Penetration Levels(2)

Clinical Radiologists per 100,000 Population (a) (2015)

Scans per Million Population (2015E)

16

Italy

11

France
Spain

8

Germany

8

(b)

8

Min. Threshold

MRI Scans
(000s)
8
Germany

6

France
Italy

4
Spain

England

6

Northern Ireland
Ireland

5

England

5

2
0
0

1

2

3

4

5

6

PET-CT Scans (000s)
___________________________
Source: 1. Third party consultant engaged by AMG for purposes of assessing the market. 2. AMG Management Analysis, NHS cancer strategy 2015–2020
Note: (a) Excluding trainees. (b) Recommended by Royal College of Radiologists Department of Health
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AMG Service Offering
AMG Sites

AMG Coverage Overview


AMG offers MRI and CT at 43 sites across England
and Scotland



There are three types of location for these sites:





NHS sites (c.21 sites)



Private hospitals/clinics (c.18 sites)



Standalone clinics (c.4 sites)

Services are offered through AMG’s existing model types in
either static or mobile settings, in partnership with public and
private providers




AMG’s private partners for MRI and CT services are Nuffield
(10 sites) and BMI (9 sites)

Scanner breakdown by modality and type (sites may have
multiple scanners):


MRI: 40 static, 27 mobile, 4 clinic



CT: 9 static, 5 mobile, 1 clinic

Key
MRI Only
CT Only
Multimodality
___________________________
Sources: AMG Management
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UK – Molecular Imaging

35

UK Molecular Imaging Overview
PET-CT in England is Underprovided Compared to
Other European Countries


England is behind other developed countries for PET-CT scanning and
this has been identified as a contributing factor to relatively low cancer
survival rates

AMG National PET-CT Contract


Improving cancer care has been identified as a government
and NHS priority



NHS England commissioned four lots for provision of PET-CT
in order to facilitate better access to Diagnostic Imaging for
cancer patients



In 2015 AMG won all four lots and this was merged into the
PET-CT national contract with:

Number of PET and PET-CT Scans per Million Population (2013)
Thousands of Scans
6,000

5,455
4,879

4,000

3,274

1,517

2,000

1,451



10 year duration



Fixed price



Unlimited volumes

0
Italy

France

Spain

Germany

England

And 5-Year Survival is Markedly Lower


UK is targeting the European 5 year cancer survivorship of 67% by 2020



Demand for PET-CT is expected to grow quickly as awareness of its
functionally improves



If scan volumes continue to increase in line with historical growth it will
take c.12 years for the UK to reach the same per capita number of scans
as other European countries



Market growth rate of 12–14% p.a. expected over the
next 4–5 years



Less than 5% of volume is privately funded, taking place at
private centres or at clinics catering specifically to
medical tourists

___________________________
Sources: Third party consultant engaged by AMG for purposes of assessing the market; Cancer Research UK; NHS England; NHS Strategic Projects; AMG Management;
http://www.alliancemedical.co.uk/news/nhs-england-chooses-collaborative-network-bid-to-provide-pet-ct-scanning-services-across; Cancer Strategy for England 2015–2020
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AMG Service Offering & PET-CT Coverage
PET-CT Coverage & Sites

AMG Sites Overview


AMG offers PET-CT services at 30 sites across England



Majority (28 of 30) of these sites are co-located on NHS
sites, with a further one private hospital/clinic location and one
standalone clinic



Services are offered through AMG’s existing models in either
static or mobiles settings, in partnership with public and private
providers


PET-CT national contract
covers c.60% of
England’s population

PET-CT Coverage


The PET-CT national contract has transformed AMG’s UK
market position allowing AMG to:


Establish close relationships with 29 NHS Trusts (as of
September 2016) under the terms of the contract (often
using mobile capacity as an additional means to manage
capacity constraints)



Deliver services to c.60% of the population in England



Extend PET-CT functionality into TA/DAs beyond cancer
(e.g. Alzheimer’s) and provides a strong reference point for
AMG to cross-sell other modalities across the NHS
and internationally

Key
PET-CT 1 Coverage
PET-CT 2 Coverage
PET-CT only (Static(1))
PET-CT only (Mobile)
Multimodality(2)

4 of these sites are served by mobile scanners while the
rest are statics

___________________________
Sources: NHS Strategic Projects; NHS England; AMG Management
1. Most of these are currently mobile sites but will transition during the contract period. 2. Multimodality including PET-CT
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Ireland

38

Ireland Market Structure
60% of MRI and 70% of CT scans in Ireland in 2015 were publicly funded, with the remainder
funded through private medical insurance
Funding Sources (Public vs. Private)

Drivers of Demand

DI Scan Provision (2015E)

Ageing Population

Percentage
100

314K

529K



80

An ageing population is a key contributor to DI demand, with the
population over 65 in Ireland expected to grow at c.3–4% p.a.
over the next 20 years
Early Diagnosis


60

Cancer incidence levels are expected to grow as early diagnosis
is prioritised by healthcare authorities

Government Initiatives

40


20

The Health Service Executive (HSE) is prioritising the installation
of diagnostic scanning capabilities at GP practices, to reduce the
waiting times in public hospitals
Clinical Applications

0
MRI
Privately
Funded

CT
Publicly Funded and
Privately Delivered

Publicly Funded
and Delivered



Publicly funded and privately delivered diagnostic scans are becoming
more prevalent in Ireland



Total healthcare expenditure in Ireland is approximately 66% publicly
funded



MRI in particular is increasingly utilised in multiple specialities
as functionality and technology improve

___________________________
Sources: Third party consultant engaged by AMG for purposes of assessing the market
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AMG Service Offering
In Ireland and Northern Ireland, AMG operates 21 MRI scanners, 6 CT scanners and
1 PET-CT scanner under a single management team
AMG Complex Imaging Scanners by Modality in
Ireland and Northern Ireland (2016)

AMG Presence in Ireland (2016)
x

# of Sites

Scanners
1

Ballykelly
1

24

21

Antrim

Belfast 4

20

Hillsborough 1
16
1

Louth

Galway

12

2
1

Dublin
Limerick
1

1

Kerry

1

1

Offaly

Kildare

8
6
4

1

Tipperary

1
0
MRI

CT

PET-CT

4

Cork
Ireland

Northern Ireland

___________________________
Source: AMG management
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Share Information

Share Key Facts
Number of shares(1) 1,073,592,935
WKN/ISIN

A1CZC2/ZAE000145892

Ticker Symbol

LHC

Bloomberg Symbol LHC SJ
Reuters Symbol

LHCJ.J

___________________________
1. As of 10 January 2017
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Financial Contact

Contact
Investor Relations: Adam Pyle
Life Healthcare Group Holdings Limited
Phone: 011 219 9000
For further information and current news: http://www.life.co.za/
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