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Interim results for the six months ended 31 March 2014 
 
Solid revenue growth in SA and UK; improved local margins; positive outcome from the UK Competition 
Commission investigation 
 
Monday, 19 May 2014  The Netcare Group’s interim financial results for the six months ended 31 March 
2014 show revenue growth in both the South African (SA) and United Kingdom (UK) operations. Group 
revenue increased 17.3% to R15 411 million, with SA revenue growing by 7.5% to R7 740 million. UK 
revenues were up in Pound Sterling, increasing by 4.4% to £446.8 million, and a R1 468 million increase 
resulted from currency conversion as the Rand weakened notably against the Pound.  
 
“Our overall results reflect a strong trading performance from our SA operations,” says Netcare CEO, Dr 
Richard Friedland. “Our UK operations also delivered credible operational results. However, there were 
non-recurring costs relating to the successfully completed Competition Commission (CC) private 
healthcare market investigation.”  
 
The Group recorded an increase in normalised earnings before interest, tax, depreciation and amortisation 
(EBITDA) of 17.2% to R3 248 million (before the rental expense of R1 202 million paid to the GHG Property 
Businesses). At Group level, normalised profit before tax of R1 342 million was 17.0% higher, and 
normalised profit after tax grew by 3.9% to R949 million. Interest cover at 20.1 times continued to improve 
(2013: 18.1 times). 
 
Adjusted headline earnings per share (HEPS) rose by 19.5% to 75.9 cents, and the interim dividend per 
share increased by 18.5% to 32.0 cents. 
 

 South Africa 
Looking at Netcare SA operations, EBITDA rose 14.0% to R1 658 million; and the EBITDA margin widened to 
21.4% from 20.2%.  
 
In the Hospital and Emergency Services Division, growth was largely organic. Margins rose to 22.4% from 
21.5%, reflecting the benefit of ongoing efficiency drives, improved occupancies, a higher mix of complex 
cases and an increase of 3.0% in patient days.  
 
Dr Friedland says major expansion projects are underway in this division. “These include the construction 
of a 100-bed hospital on the West Rand, Gauteng; a 109-bed hospital in Polokwane, and ongoing 
construction on the Cape Town foreshore site which will house the relocated Netcare Christiaan Barnard 
Memorial Hospital on its completion in 2016.”  
 
The Lesotho Public Private Partnership, consisting of four primary care clinics and the Queen ‘Mamohato 
Memorial Hospital, experienced high demand for services. Patient volumes exceeded the contractual 
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thresholds by 30% and clinical outcomes improved despite these volume increases. “This project is making 
a significant difference to the quality of healthcare available to the Basotho people,” says Dr Friedland. 
The Medicross family medical and dental centres segment achieved 1.1% more patient visits and increased 
dispensed pharmacy scripts by 2.9%. The Prime Cure managed healthcare business continued its transition 
from a managed healthcare risk model to a managed healthcare administration model. Even though its 
revenues declined, the EBITDA margin improved from 5.9% to 7.1%.  
 
In SA, Netcare raised R800 million under its Domestic Medium Term Note programme, to be used for 
normal working capital requirements, the funding of capital expenditure and the settlement of existing 
notes. “This activity has improved the tenor of the SA debt profile and further secures the company’s 
funding needs over the medium term,” notes Dr Friedland. 
 

 United Kingdom 
In the UK, EBITDA before rent paid to the GHG Property Businesses and excluding non-recurring costs grew 
by 2.7% to £99.1 million. A loss before tax of £1.9 million for the half year reflected a moderate 
improvement on the prior period’s loss of £2.4 million.  
 
“BMI healthcare operations delivered robust results against the continued backdrop of a challenging 
trading environment and the distraction of the CC investigation into the private healthcare market,” says 
Dr Friedland.  Inpatient and day case volumes remained mainly flat, with a continued decline in Private 
Medical Insurance (PMI) volumes due to the more stringent claims initiatives of insurers and a shift in 
profile of members to younger and healthier corporate policy holders.  
 
State-funded (NHS) caseload showed strong growth of 9.3% and NHS work now comprises 35% of total 
caseload (up from 32%). The business has also grown the contribution from outpatient activity.  
 
The capital structure of BMI was strengthened through early refinancing of debt facilities in August 2013. 
Substantial progress has been made on restructuring the debt facilities of GHG PropCo 1, and there is no 
recourse to Netcare or its SA operations in this regard. 
 

 Competition Commission (CC) Investigations 
The SA CC inquiry into the private healthcare market is progressing, with provisional findings expected in 
October 2015. “Netcare views this as an opportunity for an independent and impartial process which 
reflects comprehensively on the functioning of the national healthcare market. We are committed to 
contribute positively towards this process and the development of health policy that aims to improve 
access to quality healthcare in SA,” comments Dr Friedland.  
 
The UK CC market investigation Final Report was issued in April 2014 and BMI is not required to divest any 
of its operations. The additional information-related remedies are also not expected to have a material 
adverse impact on the company. “With this investigation finally over, BMI management will be able to 
focus on delivering quality healthcare and further driving improvements within the business,” says Dr 
Friedland. 
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 Outlook 
“In SA, demand for private healthcare is expected to remain strong. Our business will continue to drive 
clinical excellence and operational efficiency programmes. These achievements will be assisted by 
improving occupancies, along with focused expansion of Netcare’s facilities and geographic footprint. The 
initiatives will be completed within the ambit of our Triple Aim objectives of best patient outcome, best 
patient experience and cost effective care,” says Dr Friedland. 
 
Looking to prospects in the UK, Dr Friedland notes that the economy there is starting to recover, most 
notably in central London. “It will, however, take some time before the recovery translates into a tangible 
increase in demand for private medical insurance. We expect the NHS market to continue its strong 
growth path, and the self-pay market is beginning to stabilise as consumer confidence improves and NHS 
waiting times come under further strain.  We are confident that the PMI market will strengthen in the 
medium term. With the healthcare sector tending to be a late-cycle beneficiary, we are optimistic about 
the medium- and longer-term prospects of the UK business.”  
 
Ends 
 
NOTES FOR JOURNALISTS 
 
More about Netcare Limited (Netcare) 
 
Netcare (JSE code: NTC) has a market capitalisation of R31.1 billion (at 31 March 2014). The company is 
included in the JSE’s mid cap all share and socially responsible investment (SRI) indices. Netcare is also 
ranked the most empowered listed healthcare company in terms of dti codes of broad-based black 
economic empowerment. 
 
Netcare’s core value is care. From this value flow four others, namely dignity, participation, truth and 
passion. We work hard to entrench these values in every action, decision and intervention we take with 
our patients, their families, our colleagues and communities. 
 
As healthcare demand grows in the communities we serve, Netcare remains committed to continuous 
improvement in delivering more accessible, affordable and sustainable healthcare models. Our 
partnerships, across many different initiatives, with the SA Department of Health, the Government of 
Lesotho, the National Health Service (NHS) in the UK and other relevant stakeholders underpin this 
commitment.  
 
Ends 
 
Issued by: Martina Nicholson Associates (MNA) on behalf of Netcare Limited 
Contact: Martina Nicholson, Graeme Swinney or Sarah Beswick 
Telephone: (011) 469 3016 

Email: martina@mnapr.co.za, graeme@mnapr.co.za 
sarah@mnapr.co.za or jillian@mnapr.co.za 
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