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Strong demand for private healthcare in
South Africa

A funders’s cost per life per month CMS hospital spend analysis
5 year compound annual “inflation” Real increase in hospital spend is 9%
Figure 4. Real expenditure on private hospitals
14% (per beneficiary per month in 2004 prices)
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Source: Discovery Health, Interim results December 2006

State Sector also experiencing
Annual 7 year CAGR in hospital costs utilisation pressure:

8.3% ‘Health spending grows by 5.9%
annually above inflation’

Cost increase per patient day
Increase in utilisation 6.6%

Provincial Budget Expenditure Review
25 October 2006

Source: Netcare, annual inflation in all in-hospital costs over 7 years
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Increase in utilisation of private hospitals

Medical visits

Surgical visits
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The ageing population increases the medical
costs per covered life

Aging population Relative per capita health spending by age

% year on year growth in Netcare inpatient admissions Age 35-44 equals 1
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Source: E Meara, C White and DM Cutler “Trends in Medical Spending by Age
1963-1999", 27 March 2003 (Harvard University)
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Medical aid cover a late cycle beneficiary

Increasing prosperity
% growth in LSM 5-8 (2005 versus 2000)
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Source: South African Advertising Research Foundation
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Insured population

Evolving SA healthcare market
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Government initiatives to grow the medically

Government Employee Medical
Scheme (GEMS) promoting
private healthcare for civil
servants - member enrolment
commenced 1 January 2006

Treasury allocated R6 billion to
subsidise uninsured public
servants

Tax initiatives




GEMS membership gaining momentum

Medical aid coverage GEMS monthly applications

Number of government employees (000s) Number of principal member applications

16,000
14,000
12,000
10,000
8,000
Sl

6,000

4,000

2,000

April
May
July

Covered ®m Uncovered

January
February
March
June
August
October

=
o
o
=
g
et
o
[
n

Source: GEMS
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Increasing regulation to improve
affordability and accessibility

Place of consultation

New dispensing fee to be
finalised

International
benchmarking of drug 67.8
prices —_ 59.9

Formulation of NHRPL

Draft regulation for the g 40.1
risk equalisation fund 322

LIMS legislation proposed

Draft BEE healthcare
charter

% of population who used health care services

69.4

30.6

1995 1998 2002 2005

Public & Private

Source: Statistics SA General Household Survey 2005
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Public expenditure on hospitals is close on
double that of private healthcare expenditure

Expendidure by functional classifcation 210205200603
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Source: Mid Term Budget Review, October 2006
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Skills shortage needs to be addressed to
support future growth

Output of professional nurses

60% reduction in nurses graduating

in Public Colleges
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1.

Netcare South Africa

Hospital and Trauma

Netcare operates the largest private hospital
group in South Africa with 56 hospitals!

9 046 registered beds in South Africa
82 retail and hospital pharmacies nationally

Netcare 911 operates the largest emergency
service with over 9 million members and fleet
of 237 road and 7 air

Ancillary healthcare

An extensive primary care network with 106
medical centres and 12 day clinics

Servicing more than 3.4 million patient's
primary care needs

Covering more than 140,000 capitated lives to
17 medical schemes

Interest in Ampath, 300 high tech pathology
depots and laboratories

Includes owned and operated Netcare hospitals, Healthshare, Community
Hospital Group, Lesedi and Kokstad hospitals

A competitive private market

Market share of registered beds

H Netcare W Life ®m Medi-Clinic ® Independents
Source: HASA

Year ended 30 September 2006
Revenue (Rm) 8,184
Operating profit (Rm) 1,350
Hospitals and day clinics 68
Licenced beds 9 046
Employees 17 718




Investing in new technologies and facilities

New facilities Netcare SA capital expenditure

) R million I % of profit after taxation
Trauma, recep, suites, wards

(Sunward)
Trauma, theatre, pharm (Pta East) 109

Suites, entrance, radiology (Linmed)

Maternity, suites (Clinton)

16 bed ICU, MRI (Akasia) 23 [
Neurovascular Unit (Unitas). 5 (966
ICU upgrade (Linksfield)

Gastro unit, cath lab (Linksfield)
Cath lab (St Anne’s)

Burns Unit (Milpark)

Paeds Ward (Femina)

Theatre, entrance, wards (Moot)

781

327
363
432
387
499

178

Neurovasc Unit (Unitas) 2000 2001 2002 2003 2004 2005 2006
Theatre, recep (Garden City)

Burns, suites, lifts, wards (Milpark)

Capital expenditure Capex as % PAT

Source: Netcare

78% of profit after taxation has been invested in capital
expenditure over the past 10 years



Building new facilities in attractive
demographic regions

Greenfield projects

Blaauwberg Hospital

Alberlito Hospital

Polokwane Hospital

East London Hospital

Netcare Blaauwberg Hospital, Western Cape

Two new hospitals commissioned in 2007, adding 204 beds



An intense focus on service and innovation

Service Lifecycle New innovations

Stem cell laboratory (Netcells)
Electronic patient forms
Biometric database

Netsense

0860 NETCARE



An adherence to the highest level of clinical
governance

Importing knowledge from the
United Kingdom

Clinical governance program
recognised by medical schemes

Some key initiatives completed:

- Vermont Oxford database
(Neo-Natal ICU)

- Trauma Bank

Growing our business responsibly



Developing a new model of delivery to
support growth in the emerging market

\

Upper class Same aircraft | hospital

Same pilot | surgeon

BUT different experience

Massage, chauffeur, flat bed | private
Economy class room

_

> Same destination | clinical outcome

Accommodating existing and emerging markets



Low income model supported by Prime Cure

An accredited managed care
organisation

Offering capitated services

Capable of managing risks
and costs in the emerging
market

Products include
combinations of primary,
secondary and tertiary
services

Contracted to 28 medical
schemes

146,000 capitated lives
under management

Supported by a 24 hour call
centre in 11 languages

The gateway and gatekeeper to the emerging market



New model of delivery - Facilities

Private/PMI
Medical Aid

Mixed
model

Mining/NHS/
GEMS/LIMS




Netcare’s early successes in broadening access

Netcare 911 GEMS GEMS medical scheme options
emergency services contract

Prime Cure GEMS managed
care contract on Sapphire and

Beryl
GEMS Sapphire option . o
includes the Netcare hospital o .
network
Separate Separate

H H Linited Limited:
GEMS Beryl option includes  [Nperees - o o
Netcare as preferred provider o s Gotheit .
Preferred bidder for Port Prime Cure
Alfred and Grahamstown - -
PPPs Netcare 911

Developing hip replacement Sapphire  Beryl Ruby Emerald Onyx
waiting list initiatives

Finding smart solutions to healthcare challenges



Netcare’s commitment to healthcare

charter objectives

Netcare’s commitment to training

Number of nurses trained at Netcare academy

2005 2006 2007F

Netcare’s enterprise development

Financial assistance to Clinix
Hospital Group

Assistance to Community
Holdings in acquiring
hospitals in Macmed Group
and realising Community
Hospital Group

Netcare’s broad-based BEE equity

24% BEE shareholding in
Netcare

Health Partner for Life
BBBEE initiative
implemented in 2005

Netcare aims to have 4,000 nurses in training in 2008






