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THE ADvTECH GROUP CONTINUED TO DELIVER ON ITS 
STRATEGIC PRIORITY OF ACCELERATED GROWTH AND 
CONSIDERED EXPANSION DURING THE 2016 FINANCIAL 
YEAR. THESE SOLID FINANCIAL RESULTS INDICATE 
DELIVERY IN LINE WITH OUR STRETCH TARGET OF R1 PER 
SHARE EARNINGS FOR 2018 AND WERE DELIVERED ON 
THE BACK OF STRONG PERFORMANCES FROM THE 
SCHOOLS AND TERTIARY DIVISIONS.

Revenue growth of 24% to R3.4 billion (2015: R2.7 billion) was achieved due to the increased 

scale of all three divisions. The schools division improved revenue by 15% to R1.6 billion 

through organic growth while also benefitting from the Maravest group’s earnings being 

included for the full year, compared to only eight months in 2015. The tertiary division’s 

revenue increased by 28% to R1.3 billion as they continued to grow enrolments, with the 

majority being achieved through organic growth in our existing brands. The balance comes 

from the acquisitions of distance-learning specialist the Oxbridge group and Capsicum 

Culinary Studio which were included from 1 July 2016. The resourcing division’s revenue 

grew by 55% to R461 million as a result of acquisitions while the existing brands retained 

their market share in a stagnant economy. 

Review of group results

The long standing litigation matter with the Welihockyj family was settled during the year, 

and the summarised consolidated statement of profit or loss, excluding the benefits of the 

settlement, presented below reflects the excellent trading results.

Didier Oesch Group financial director

R’m
Percentage 

increase 
31 December 

2016
31 December 

2015

Revenue 24% 3 353.1 2 707.7

Earnings before Interest, Taxation, 
 Depreciation and Amortisation  
 (EBITDA) 29% 717.1 557.9

Operating profit before interest 30% 584.6 448.3

Net finance costs paid (87.2) (119.7)

Interest received 12.6 7.1

Finance costs (99.8) (126.8)

Profit before taxation 51% 497.4 328.6

Taxation (147.0) (102.5)

Profit for the year 55% 350.4 226.1
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Strong revenue growth enabled the group 

to increase trading operating profit by 30% 

to R585 million (2015: R448 million), while 

the continued benefit from economies of 

scale and improved efficiencies resulted in 

the trading operating margin improving 

from 16.6% to 17.4%. The schools division 

operating profit increased by 16% to 

R345 million and maintained its operating 

margin. The tertiary division increased 

operating profit by 67% to R223 million and 

operating margins from 13.7% to 17.8%, as 

the continued improvement in enrolments 

allowed for better utilisation of facilities. 

Due to the tough trading environment, the 

resourcing division’s operating profit 

declined by 31%, with operating margins 

down from 9.8% to 4.4%, largely due to the 

inclusion of the new acquisitions which 

have a lower margin business model.

Finance costs decreased to R87 million 

(2015: R120 million) as a result of the 

reduction in group debt following 

November 2015’s R850 million rights issue 

and the issue of shares to the International 

Finance Corporation (IFC). This, together 

with the decrease in the taxation rate, 

resulted in trading profit for the year 

increasing by an impressive 55%. The 

normalised earnings per share increase of 

24% to 66.7 cents (2015: 53.9 cents) reflects 

the increase in the weighted average 

number of shares in issue, as a result of the 

rights issue and the issue of shares to 

the IFC. 
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Investments

The group’s commitment to achieve its strategic goal of ambitious yet considered growth, 

lead to significant acquisitions being concluded in 2015. The main focus for the current year 

was to integrate these acquisitions into the group. However, we have continued to increase 

capacity through capital expenditure to expand existing school sites, as well as concluding 

acquisitions in the tertiary sector. This has delivered significant growth in student capacity 

and numbers. The group will continue seeking to acquire businesses that complement its 

core operations and enables growth in the markets within which it operates.

The total investment amount of R461 million increased capacity by 6%. Importantly half of 

the group’s entire capacity has been added in the last 5 years as the expansion programme 

gains momentum. The elements that constitute the major activities in the group’s 

investment programme are summarised below.

Investment R’m

Acquisition of Capsicum Culinary Studio 58

Acquisition of a 51% stake in the Oxbridge group 41

Capital expenditure 362

Total 461

The main components of the capital expenditure programme were the development of a 

greenfield site in Centurion for Copperleaf College and a new CrawfordSchoolsTM pre-primary 

in Lonehill, as well as the expansion of the Founders Hill College and Trinityhouse Little Falls 

schools. Additional sites were also acquired for future development of schools. Through 

acquisitions and capital expenditure, the capacity of the schools division increased by 7% 

and we are now able to accommodate 31 000 students. Investments are planned to increase 

existing sites’ capacity to accommodate a further 10 000 students. In addition, plans are in 

place to develop new landbanked sites to create capacity for an additional 9 000 students.

Working capital and cash flow

The group has an inherently negative 

working capital model due to fees being 

payable in advance, while most costs are 

payable in arrears. Negative working capital 

amounted to R333 million at year-end 

(2015: R373 million) with the reduction 

compared to last year mainly due to 

increased trade receivables resulting from 

the acquisitions. Notwithstanding this, trade 

receivables were well managed, increasing 

only by 22% compared to growth in 

revenue of 24%. 

Free operating cash flow before capex grew 

by 41% to R478 million and amounted to a 

128% cash conversion of earnings. Cash 

generated by operating activities increased 

by 27% to R709 million, and together with 

financing inflows of R67 million, has 

enabled the payments of investments and 

capex of R441 million, financing costs of 

R82 million, taxation of R160 million and 

dividends of R165 million.

Capital structure to support  

the accelerated investment 

programme

Net borrowings have reduced to R1.1 billion 

(2015: R1.2 billion), which equates to 

approximately 1.5 times (2015: 2 times) 

EBITDA, while gearing has reduced to 41% 

(2015: 51%). The reduced gearing, together 
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with the group’s inherently strong organic 

cash flow, which is expected to increase in 

line with earnings growth, positions the 

group well to fund its future investment 

programme and enables it to consider 

significant additional growth opportunities 

while keeping an appropriate level of 

gearing to leverage an improved return for 

shareholders. The group is well within 

covenants at year-end and has sufficient 

financial capacity to continue with its 

expansion strategy.

Dividends

The group has declared a final dividend of  

19.0 cents (2015: 17.0 cents) per share 

which, together with the interim dividend 

of 13.5 cents (2015: 12.5 cents) per share, 

brings the total dividends for the year under 

review to 32.5 cents (2015: 29.5 cents) per 

share. In determining the level of dividend, 

the directors have considered the funding 

required to roll out the group’s investment 

programme while maintaining an interim 

and final dividend. Taking this into account, 

and after careful consideration of the 

cash-generative characteristics of the group 

and the current debt levels, the directors 

believe it prudent to increase the dividend 

cover. The dividend payout ratio has 

therefore been increased to 2.1 (2015: 1.8) 

times relative to normalised earnings.

Appreciation

I would like to thank our shareholders and 

funders who have provided the means and 

support for us to carry out our expansion 

programme.

I would also like to thank the financial staff 

across all our divisions in the group for their 

commitment to accurate and relevant 

financial reporting.  Your diligence and 

commitment is critical to our ability to 

provide high quality information that 

informs the decision-making of 

management, the board and our 

stakeholders.

Didier Oesch

Group financial director


