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THE ADvTECH GROUP CONTINUED TO DELIVER 
ON ITS STRATEGIC PRIORITY OF ACCELERATED 
GROWTH AND EXPANSION DURING THE 2015 
FINANCIAL YEAR. STRONG PERFORMANCES 
FROM THE SCHOOLS, TERTIARY AND 
RESOURCING DIVISIONS LED TO A SOLID SET 
OF FINANCIAL RESULTS. 
 The most noteworthy development for the year under 
review is the R1.7 billion of investments, both through 
acquisitions and capital expenditure, made across the 
Divisions which necessitated a change to our funding 
structure.

Review of Group results
Revenue growth of 40% to R2.7 billion (2014: R1.9 billion) 
was achieved by strong performances in all three 
divisions. The Schools division improved revenue by 
57% through good organic growth while also 
benefitting from the significant acquisitions concluded 
during the year. The Tertiary division’s revenue 
increased by 19% as they continue to grow enrolments. 
The 53% increase in revenue by the Resourcing division 
was achieved by enhancing their market share, mainly 
due to acquisitions.

Strong revenue growth enabled the Group to benefit 
from economies of scale and improved efficiencies 
resulting in operating profit increasing by 75% to 
R448 million (2014: R256 million) and operating 
margins improving from 13% to 17%. The Schools 
division achieved efficiencies by integrating the 
acquisitions without having to add costs to their head 
office structure. In addition, the impact of recently 
opened schools moving up through the j-curve 
resulted in an 85% increase in the operating profit for 
the Division. The Tertiary division increased operating 
profit by 60% as the improved enrolments allowed for 
better utilisation of their facilities. The Resourcing 
division improved operating profits by 60% due to their 
enhanced placement productivity and effective cost 
management. They also enjoyed the benefits of their 
acquisitions for the last few months of the year.

The significant investments made during the year were 
funded mainly through borrowing facilities resulting in 
finance costs increasing to R120 million (2014: R9 million). 
This, together with the increased taxation charge, 
tempered the growth in profit for the year to a still very 
solid 35%. The earnings per share increase of 25% to 
50.2 cents (2014: 40.2 cents) reflects the increase in the 
weighted average number of shares in issue resulting 
from the rights offer, the bonus element of the rights 
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the acquisitions and this capital expenditure 
the capacity of the Schools division’s has 
almost been doubled and it is now able to 
accommodate 30 000 students. Investments 
are planned to increase existing sites’ 
capacity to accommodate a further 8 000 
students, and to develop new sites which 
will create capacity for an additional 14 000 
students by 2020. 

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. Good working capital 
management, together with the impact of 
the acquisitions, has led to negative working 
capital increasing to R373 million at 
year-end (2014: R281 million). This was 
achieved by trade receivables only 
increasing by 26% compared to growth  
in revenue of 40%, together with fees 
received in advance increasing by 32% to 
R276 million and the improved utilisation  
of creditor facilities. 

Free operating cash flow before capex grew 
by 72% to R338 million and amounted to 
a 150% cash conversion of earnings. Cash 
generated by operating activities increased 
by 95% to R558 million, and together with 
financing inflows of R1.2 billion, has enabled 
the payments of investments and capex of 
R1.3 billion, financing costs of R120 million, 
taxation of R98 million and dividends of 

R117 million.

Optimising the capital structure to 
support the accelerated investment 
programme
Our accelerated growth strategy, comprising 
acquisitions and the existing capital 
investment programme led to a 
reassessment of our funding structure. 

Due to uncertainty regarding the conclusion 
of certain acquisitions, it was necessary to use 
short-term banking facilities to fund them. 
With the subsequent conclusion of the 
acquisitions we were able to implement a 
more flexible and longer-term capital 
structure, which would enable the Group to 
pursue accelerated growth opportunities in 
the most efficient way. 

offer and the part payment of the Maravest 
acquisition in shares. 

Notably, all the earnings increase for the 
year was delivered in effect by organic 
growth, as the interest cost arising from 
the acquisitions offset the operating 
contribution they made.

Investments
The Group’s commitment to achieve its 
strategic goal of growth and expansion 
provided the impetus for significant 
acquisitions which were finalised during the 
year in review. This, together with the capital 
expenditure in the year has resulted in 
significant growth in student capacity and 
numbers, especially in the Schools division. 
The Group seeks to acquire businesses that 
complement its core operations and 
enables growth in the markets within which 
it operates.

The total investment amount of R1.7 billion 
increased capacity by 39%. Worth noting 
is that 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 the Centurus Colleges 699

Acquisition of the Maravest Group 497

Other schools acquisitions 80

CA Global, Africa HR Solutions and 
Contract Accountants

41

Capital expenditure 406

Total 1 723

These acquisitions have yielded a significant 
acceleration in enrolments adding 10 000 
additional students to the Schools division.

The main components of the capital 
expenditure programme were the 
acquisition in the Tertiary division of a 
building in Braamfontein to be used as a 
mega-campus by Rosebank College, and 
increasing the capacity in the Schools 
division. Additional sites were also acquired 
for future development of schools. Through 
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Following the successful rights offer which raised  
R850 million late last year and the finalisation of new 
long-term funding agreements for facilities totalling 
R1.5 billion, the Board believes that ADvTECH is now 
appropriately geared and has sufficient headroom to 
fund new projects and acquisitions. Net borrowings 
have reduced to R1.2 billion, which equates to 
approximately two times EBITDA while gearing has 
reduced to 51%. 

The restructured statement of financial position, 
together 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 
existing 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 17.0 cents 
(2014: 15.0 cents) per share which together with the 
interim dividend of 12.5 cents (2014: 11.0 cents) per 
share brings the total dividends for the year under 
review to 29.5 cents (2014: 26.0 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 1.8 (2014: 1.6) 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.

 
 
 
Didier Oesch

Group Financial Director
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I WOULD ALSO LIKE TO THANK 
THE FINANCIAL STAFF ACROSS 
ALL THE 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.
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