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Ell ERNST & YOUNG & Holder of Dealer Licence # Tel: 6129248 5555

CORPORATE FINANCE P1y LIMITED %505 569 44 o 017 er?

& The Ernst & Young Building Stock Exchange
321 Kent Street
Sydney NSW 2000
Australia
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GPO Box 2646
Sydney NSW 2001

12 July 1997

The Directors

Ramsay Health Care Limited
Level 9

154 Pacific Highway

ST LEONARDS NSW 2065

Dear Sirs
Independent review of Directors’ profit forecasts

Introduction

This report has been prepared at the request of Directors of Ramsay Health Care Limited (“Ramsay
Healch Care™) for inclusion in an Australian prospectus to he dated 11 August 1997 relating to the issue
of 433 million ordinary shares (the “Prospectus”). Expressions defined in the Prospectus have the same

meantng i this report.

Scope

We have reviewed the Directors’ profit forecasts for the year ended 30 June 1997 and the year ending

30 June 1998 as set out in Section 4 on page 38 of the Prospectus, which have been prepared on the basis
of their assumptions set out on pages 38 to 41. Our review consisted of inquiries as to the process used in
preparing the forecasts, consideration and discussion with the Directors and management of the data
supporting the assumptions, testing of the expression of the assumptions in the forecasts and that the
forecasts are correctly compiled and presented in accordance with bases and methods prescribed hy

applicable Accounting Standards.

The Directors’ profit forecasts reflect their judgment based on present circumstances as to both the most
likely set of operating and economic conditions and the course of action Ramsay Health Care is most
likely to take. The Directors’ profit forecasts are based on a large number of assumptions and are subject
to significant uncertainties and contingencies many of which are outside the control of the Directors of
Ramsay Fealth Care. Accordingly, actual results during the forecast periods may vary materially from the
forecasts as it is often the case that some events and circumstances do not occur as expected, or are not
anticipated. We do not express an opinion as to whether the actual results of Ramsay Health Care for the
year ended 30 June 1997 and the year ending 30 June 1998 will approximate those forecast because

assumptions regarding future events by their nature are not capable of independent substantiation.

We do not imply and it should not be construed that we have performed an audit of the Directors’ profit

forecasts, nor do we express an audit opinion.

Proud spoﬁsor of the Australian Olympic Team
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12 July 1997

The Directors

Ramsay Health Care Limited
Level 9

154 Pacific Highway

ST LEONARDS NSW 2065

Dear Sirs

Independent accountant’s report on historical financial information

Introduction

This report on the historical financial information of Ramsay Health Care Limited (“Ramsay Health Care”)
and the entities which it controls {the “Group”) has been prepared at the request of the Directors of
Ramsay Health Care for inclusion in an Australian prospectus to be dated 11 August 1997 relating to the

offer of 43.5 million fully paid ordinary shares.

Background
The Group’s historical financial information includes results of all the currently operating Australian private

hospitals owned by entities conirolied by Mr Paul Ramsay during the peried 1 July 1993 to 31 March 1997.

Although not ali of the entities which comprise the Group were owned and consolidated by Ramsay Health

Care during the period from 1994 to 1996 and therefore the Group did not constitute an economic entity for

reporting purposes, the historical financial information of the Group has been prepared on a combined basis

for the periods covered from the audited financial statements of each entity now included in the Group.

The historicat financial information of entities in the Group set out on pages 61 to 78 comprise:

¢ combined adjusted statements of carnings before interest and tax (“EBIT”) and combined adjusted
statements of cashflow (excluding financing activities) for the years ended 30 June 1994, 1995 and 1996
and 9 months ended 31 March 1997;

e combined adjusted balance sheet at 31 March 1997;

o combined pro-forma balance sheet at 31 March 1997 which includes the assumed effect of the Offer; and

s potes thereto.

Proud sponsor of the Australian Olympic Team





















Ramsay Health Care Limited

Employee entitlements expected to be settled within one year have been measured at their nominal
amount. Other employee entitlements payable later than one year have been measured at the present value

of estimated future cash outflows to be made for those entitlements.

Contributions are made by the Group to defined contribution superannuation funds and are charged as

expenses when incurred.

{f) Leases

Finance leases, which effectively transfer to the Group substantially all of the risks and benefits incidental
to ownership of the leased item, are capitalised at the present value of the minimum lease payments,
disclosed as leased property, plant and equipment, and amortised over the period the Group is expected to

benefit from the use of the leased assets.

Operating lease payments where the lessor effectively rerains substantiaity all of the risks and benefits of
ownership of the leased items are included in the determination of EBIT in equal installments over the

lease term.

(g) Income Tax

Tax effect accounting is applied using the liability method whereby income tax is regarded as an expense
and is calculated on the accounting profit after allowing for permanenc differences. To the extent timing
differences occur between the time the items are recognised in the accounts and when the items are taken
tnto account in determining taxable income, the net related tax benefit or liability calculated at current
rates is disclosed us a future income tax benefit or a provision for deferred income tax. Any net future
income tax benefit relating to tax losses and timing differences is not carried forward as an asset unless the
benefit is virtually certain of being realised. The income tax effect of net income tax losses not recognised

at 31 March 1997 is approximately $6.5 million.

Realisation of the potential future income tax benefit is dependent on:

(i) the relevant entities earning future assessable income of a nature and amount sufficient to enable the
benefit to be realised;

(if) the relevant entities continuing to comply with the conditions for deductibility imposed by the law;
and

(1) no changes in tax legislation adversely affecting the relevant entities in realising the benefiz.
Where assets are revalued, no provision for potential capital gains tax has been made.
th) Inventories

Inventories are valued ar the lower of cost and net realisable value, and include medical and food supplies

to be consumed in providing future patient services.
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{i} Property, Plant and Equipment

Casf and Valuation

Property, plant and equipment including land and buildings of licensed private hospitals are recognised at
Directors’ valuation and additions since the date of valuation are recorded at cost. Any surplus on
revaluation is credited directly to the asset revaluation reserve and excluded from EBIT. Any net
downward revaluation of the class of assets in excess of the asset revaluation reserve is recognised in EBIT.
Potential capital gains tax on assets acquired after the introduction of capital gains tax has not been taken

into account in determining the revaiued amounts.

The cost of property, plant and equipment constructed within the Group includes the cost of materials,
direct labour and an appropriate proportion of fixed and variable overhead. Interest payable and related
borrowing costs are capitalised on projects having a tota value in excess of $100,0C0, subject to the overall
effect of such capitalisation not being to overstate the recoverable amount of such asset. All property, plant
and equipment including capitalised leasehold assets, but exciuding freehold fand and hospital licences, are
depreciated over their estimated useful lives commencing from the time the asset is held ready for use.
Leasehold improvements are amortised over the shorter of either the unexpired period of the lease or the
estimated uscful lives of the improvements. Costs of renewal and replacement of surgical instruments are

charged directly against revenue.
Any gain or loss on the disposal of assets, including revalued assets, is determined as the difference
between the carrying amount of the asset at the time of disposal and the proceeds from disposal, and is

included in the results of the Group in the period of disposal,

Major depreciation periods are:

* Licensed private hospital buildings and integral plant ~ 40 years

® Leaschold improvements - over lease term

® Plant and equipmens, other than plant integral to buildings — various periods not exceeding
10 years

(j} Cash

For the purposes of the statements of cash flows, cash includes cash on hand and in banks, and money
market investments readily convertible to cash within 1wo working days, net of outstanding bank

overdrafts.










Ramsay Health Care Limited

12 months 12 months 12 months 2 months
ended ended ended ended
30 June 1994 30 June 1995 30 June 19926 31 March 1997

$000s $000s $000s $000s
Note 5 Operating Revenue
Operating revenue comprises:
Sales revenue 81,143 137,530 172,337 137,781
Proceeds on sole of non current assets 1,548 5,508 297 21
Other 1,602 6,478 6,910 5,616
Totol operating revenue 84,313 149,516 179,544 143,418

Note 6 Combined Adjusted Earnings before Interest, Income Tax

The omaunts disclosed have been
arrived at after charging

(crediting) the following:

Depreciation of property,

plant and equipment 2,495 5,859 7.958 6,547
Bad debts written off 261 420 194 -
Provision for doubtful debts 131 {260) (68) 172
Provisian for employee
enfittements 2,760 5,823 7,282 5,723
Operating lease rentals 421 361 451 232
Amartisation aof:
Borrowing costs - 168 439 456
Project development costs - - - 69
Leasehald improvements 60 139 28 28
Capitalised leases 91 22 76 62
Loss/{profit) on sale of property,
plant and equipment - 321 1,620 (21)
Superannuation contributions 1,573 3,019 4,701 3,820

/C



31 March 1997

Ramsay Health Care Limited

31 March 1997

Combined Pro-Forma
Adjusted
5000 5000
Note 7 Receivables
Trade debitors 14,651 14,651
Less: Provision for doubtful debts (495) {4%5)
14,156 14,156
Other debtors ond prepayments 4,740 4,740
Less: Provision for doubtful debts {348} (348) B
4,392 4,392
Total Receivables 18,548 18,548
Note 8 Enventories
Amount of medical and food supplies to be
consumed in providing future patient services — at
the lower of cost and net realisable value
Total inventories 1,961 1,961
Note 2 Investments
Investments in other corporatians at cost 221 221
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Ramsay Health Care Limited

31 March 1997 31 March 1997
Combined Pro-Forma
Adjusted

5000 5000
Note 11 Other Non Current Assets
Borrowing Costs 667 4667
Other 20 -
Total Other Non Current Assets 687 667
Note 12 Creditors and Borrowings {Current)
Unsecured
- Trade Creditors 10,094 10,094
~ Sundry Creditors and accrued expenses 16,448 16,448
Secured
-~ Bank Loans 54,411 12,410
~ Lease Liability 85 B85
- Other Loans 1,123 1,123
Total Creditors and Borrawings {Current} 82,141 40,160
Note 13 Creditors and Borrowings {Non Current)
Accrued Expenses 154 154
Other Loans ~ Related Party 32,875 -
Secured Borrowings
Bank Loans 29,817 99,817
Lease Liability 374 374
Tatal Creditors and Borrowings (MNon Current} 133,220 100,345
The unused bank facilities at the proposed date of listing are:
(i) Flinders loan, $33.5 million secured by a fixed and floating charge over the assets of Ramsay Bedford Park Pty Lid.
(i} Carporate loan, $49.6 million unsecured.
Refer to Section 9, Material contracts section for further details.
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Note 19 Contingent Liabilities

Refinancing deed

Ramsay Health Care Australia Pty Limited and its wholly owned controlled entities are parties to cross guarantees given
in relation to registered fixed and tloating mortgage debentures over the undertaking, goodwill and assets issued in favour
of the secured lenders. Consequent to the flotation of Ramsay Health Care, companies in the Group are to be released from

these arrangements.

Ramsay Hospital Holdings {Queensland) Pty Limited, Ramsay Hospital Holdings Pty Limited and Ramsay Bedford Park

Pty Ltd have given fixed and floating charges over all their assets to sccure all their borrowings.

For fusther information, refer to the Material Contracts section.

Nofe 20 Lease Commiiments

31 March 1997 31 March 1997
Combined Pro-Forma
Adjusted
$000 $000
Operating leases
Lease commitments payable:
~ within T year 470 470
~ between 1 and 2 years 349 349
~ between 2 and 5 years 889 839
- after 5 years - -
Minimum operating lease payments not
otherwise provided for in the accounts 1,708 1,708
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{b) Directors’ Remuneration
12 months 12 months 12 months 9 months
ended ended ended ended
30 June 1994 30 June 1995 30 June 1996 31 March 1997
$000s $000s $000s $000s
(annualised)
Income paid in respect of each financial
year to all directors of each entity in the
Group. {These amounts include the
adjustment which is the amount that
is expected to be paid on an ongoing
basis to the non-executive directors.) 670 924 897 910
The number of Directors of Ramsay
Health Care Limited whose income
falls within the following bands:
$0 - $9,999 1 - - -
$60,000 — 569,999 5 5 5 5
$70,000 — $79,999 1 1 i 1
$120,000 - $129,999 - 1 - -
$200,000 $209,999 - 1 -
$230,000 - $239,999 - - - 1
$240,000 - $249,999 1 - - 1
$260,000 - $269,999 - - 1 -
$370,000 - $379,999 - f - -
Note 22 Segment Information
The Group operates in the private hospital indusery predominancly in Australia, owning, operating and managing both
psychiatric and medical/surgical hospitals.
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20 June 1997 DX 10235 Sydney Stock Exchange

The Directors

Ramsay Health Care Limited
Level 9

154 Pacific Highway
STLEONARDS NSW 2065

Dear Sirs

re: Ramsay Heaith Care Limited
We refer to your request to prepare a valuation summary of the Ramsay Health Care Limited (“Ramsay

Health Care” or the Company) hospital and commercial building assets.

We confirm that Colliers Jardine Consultancy and Valuation Pty Limited (“Colliers”) has been instructed
by your company to undertake a valuation as at 1 July 1997, of the various hospitals which are owned and

operated by RHC and its subsidiary companies as set out below:
o The Adelaide Clinte, Gilberton, South Australia

° Albert Road Clinic, South Melbourane, Victoria

Albury-Wodonga Private Hospital, West Albury, NSW
* Baringa Private Hospital, Coffs Harbour, NSW

¢ Evesham Clinic, Cremorne, NS

® Greenslopes Private Hospital, Greenslopes, Queensland
® Hollywood Private Hospital, Perth, Western Australia

° Kahlyn Private Hospital, Magill, South Australia

® New Farm Clinic, New Farm, Queensland

s Northside Clinic, Greenwich, NSW

e Tamara Private Hospital, Tamworth, NSW.

The market value of each of the above hospitals has been determined on a going concern basis including
rea} estate, bed licences, plant and equipment, fittings and furnishings and business value, Each hospital has
been valued on a “stand alone” basis, excluding head office expenses. As appropriate, medical suites and

property held for future expansion has also been included in the hospiral valuations.
Also, the market value of the following office building has been determined:

¢ 154 Pacific Highway, 5t Leonards, NSW.

Colliers Jardine Consulmacy and Yaltatlon Pty Limited ACN 876 848 [ 12

A member of the Colliers Jardine Group of Companies
Lang Economists, Property & Hotel Consultants, Yaluers, Property Managers, Real Estate Agents, Auctioneers

N

over 190 offlces in 39 countries worldwide In Asla«Pacific Australia China Hong Kong India indanest Japan Malaysla New Zealand Philippines Singapore Taiwan Thailand Yietnam
Europe Austria Belgium Czech Repubfic France Germany Greece Hungary ltaly Netherlands Poland Portugal Republic of Ireland Russia Spain Turkey United Kingdom

The Americas Argentina Brazil Canada Chile Mexico United Stutes of Amerlca Venezuela and Adfrice



Basis of Valuation
The valuations have been prepared in accordance with the International Asset Valuation Standards

Committee and the Australian Insticute of Valuers and Land Economists definition of market value:

“Marlket value is the estimated amount for which an asset should exchange on the date of valuation
between a willing buyer and a willing seller in an arms length transaction, after proper marketing, wherein

the parties had each acted knowledgeably, prudently and without compulsion”.

Source of Information
In preparing this report we have relied upan the following principal sources of information being correct,

accurate and complete:
o Discussions with senior staff in relation to the physical condition and trading of each hospiral.

e Audited and summary profit and loss statements for the financial years 1993/94 to 1995/96, unaudited

actual and budget 1996/97 and forecasts of future trading.
e Projected operating resules for 1996/97 and narxative to 1997/98 budget.

¢ Various agreements in relation to the Greenslopes Private Hospital and the Hollywood Private Hospital

between the hospital’s owners, operators, financiers and the Department of Veteran Affairs,

Brief Description of Each Property

A summary of the physical description of the properties is as under.
Operating Hospitals

The Adelaide Clinic

Location: 33-36 Park Terrace, Gilberton, South Australia, approximately 3 kilometres
north east of the Adelaide GPO.

No. of Bed Licences: 91

Effective Beds: 91

Orientation: Psychiatric.

Accreditation : Accredited by the Australian Council on Health Care Standards.

Site Area: 8,153 square metres.

Improvements: Purpose built hospital constructed over two levels and opened in 1987.

Patient accommodation of 91 beds are located in 41 private rooms and

23 wards.

Ramsay Healtlh Care Limited
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Albert Road Clinic

Location:

No. of Bed Licences:
Effective Beds:
Orientation:
Accreditation :

Site Area:

Improvements:

31-33 Albert Road, South Melbourne, Victoria, approximately 3 kilometres
south of the Melbourne CBD,

80

80

Psychiatric.

Not accredited by the Australian Council on Health Care Standards.

4,806 square metres.

A former office building constructed over basement ground and three upper
floors, which has been converted to use as a psychiatric hospital and
consulting rooms resulting in a facility of the highest quality. Patients are

accommodated in beds located in 48 private rooms and 16 shared rooms.

Albury-Wodonga Private Hospital

Location:

No. of Bed Licences:
Effective Beds:
Orientation:
Accreditation :

Site Area:

Improvements:

1125 Pemberton Street, Albury, NSW, approximately 3 kilometres west of the
Albury rown centre and approximately 6 kilometres north of Wodonga. The
combined population of Albury and Wodonga is in the order of 75,000.

78

78; further 4 held by NSW Department of Health on behalf of the hospital.
Surgical, medical, psychiatric, coronary care, sleep disorder unit.

Accredited by the Australian Council on Health Care Standards.

2.342 hectares

Purpase built hospital constructed over one level opened in 1979 with a
further wing added in 1986. More recently, the hospiral was further upgraded
and a day procedure centre added. The hospital has four operating theatres.

Included in the valuation are two adjoining strata title medical suites.

Baringa Private Hospital

Locartion:

No. Bed Licences:
Effective Beds:
Qrientation:
Accreditation :
Site Area:

Improvements:

Mackays Road, Coffs Harbour, NSW, on the north western outskires of
Coffs Harbour, approximately 1.6 kilometres from the town centre. The
hospital services a population of approximately 3¢,000,

80

80

Surgical, including cardiology, medical, obstetric, rehabilitation.
Accredited by the Australian Council on Health Care Standards.

2.03 hectares.

Purpose built, brick veneer construction, opened in 1978 with additions in
1986, 1987, 1991 and 1993. Patient accommodation of 80 beds located in 50

private rooms and 10 wards. Hospital has two operating theatres.



Evesham Clinic

Location:

No. Bed Licences:
Effective Beds:
Oprlentation:
Accreditation :
Site Area:

Improvements:

{-3 Harrison Street, Cremorne, approximately 5 kilometres by road north of
the Sydney CBD.

42

36

Psychiatric,

Accredited by the Australian Council on Health Care Standards.

1,391 square meires.

The hospital, originally a residence, which has had extensive purpose buile
additions is constructed over a basement, ground and first floor. Adjoining
the hospital are consulting rooms located in a residence which has been

refurbished for its current use.

Greenslopes Private Hospital

Location:

No. Bed Licences:
Effective Beds:
Orientation:
Accreditation ;
Site Area:

Improvements:

Corner of Denman, Newdegate and Nicholson Streets, approximately 6
kilometres south east of the Brisbane CBD.

350

350

Medical, surgical, psychiatric and rehabilitation.

Accredited by the Australian Council on Health Care Standards.

10.65 hectares.

The hospital was opened in 1942 and operated as a military hospital. In 1947,
it was taken over by the Commonwealth Repatriation Commission. The
hospisal is presently in the second stage of a $10 million major upgrade. The
complex comprises some 30 buildings being of various ages and sizes which
include a three level administration building with an accident/emergency
wing, a three level surgical services building with six operating theatres and a
five scorey wing accommodating the main wards. Recent additions to the
hospital include a 30 bed psychiatric unit and a 4C bed allied

health/rehabilitasion building,

Hollywood Private Hospital

Location:

No. Bed Licences:
Effective Beds:
Orienzation:
Accreditation :
Site Area:

Improvements:

Monash Avenue, Nedlands Western Australia, approximately 5 kilometres
south west of the Perth CBD.

300

300

Surgical, medical, psychiarric, rehabilitation.

Accredised by the Australian Council on Health Care Standards.

10.12 hectares.

The hospital was opened in 1942 primarily as one and two storey buildings

Ramsay Health Care Limited
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spread over the whole site in some 40 buildings. Since the acquisition by
Ramsay Health Care, considerable upgrading of the facilities has been
undertaken with the opening of a 30 bed psychiatric unit and a 122 bed
surgical unit nearing completion. On completion, the total upgrading will
also include accident and emergency and intensive care units wilf cost an

estimated $22million.

Kahlyn Private Hospital

Location:

No. Bed Licences:
Effective Beds:
Orientation:
Accreditation ;
Site Area:

Improvements:

New Farm Clinic

Location:

No. Bed Licences:
Effective Beds:
Orientation:
Accreditation :
Site Area:

Improvements:

Northside Clinic

Location:

WMo, of Bed Licences:

Effective Beds:

Briant Road, Magill, South Australia, approximately 7.5 kilometres east of the
Adelaide CBD.

40

38

Psychiatric.

Accredited by the Australian Council on Health Care Standards.

4,765 square metres.

Purpase built hospital constructed over one level opened in 1964 with
additions added in 1970 and 1979. Accommodation comprises 12 private
rooms and 13 share rooms and adjoining houses used for group waork and

staff training.

12 - 20 Sargeant Street, New Farm, Queensland, approximately 3 kilometres
by road south of the Brisbane CBD.

75

72

Psychiatric.

Accredited by the Australian Council on Health Care Standards.

7,906 square metres.

Purpose built over two levels and basement, opened in 1986 with adjacent
medical suites opened in 1994. Accommaodation for 72 patients located in 40

private rooms and § wards.

2 Greenwich Road, Greenwich, NSW, approximately 7 kilometres north west
of the Sydney CBD.

94, further 18 held by NSW Dept. of Health plus an additional 22 bed
licences currently located at another site, shortly to be transferred and held in
reserve by the NSW Dept. of Health on behalf of the hospital.
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QOrientation:
Accreditation :
Site Area:

Improvements:

Psychiatric,

Accredited by the Australian Council on Health Care Standards.

2,200 square metres.

Purpose built hospital over basement, ground and four upper floors
accommodating 87 patients. Included in the valuarion is a residential property

with Anglo Street frontage.

Tamara Privafe Hospital

Location:

No. of Bed Licences:
Effective Beds:
Orientation:
Accreditation :

Site Area:

Improvements:

2-6 Dean Streer, Tamworth, NSW, approximately 1.5 kilometres, north west
of the town centre. Tamworth is 450 kilometres by road from Sydney. The
hospital services a population of approximately 55,000.

59; further 18 held by NSW Department of Flealth on behalf of the hospital.
59

Surgical, medical and obstetric.

Accredited by the Australian Council on Health Care Standards.

1.0875 hectares,

Purpose built over one level, opened in 1968 with the addition of
accommodation and facilities since that time. Patients are accommodated in
35 private rooms and 10 wards. The hospital has three operating theatres, a

high dependency unis and 2 delivery suites.

Non Hospital Property

154 Pacific Highway, 5t Leonards, NSW

Location:

Site Area:
Net Lettable Area:

Improvements:

154 Pacific Highway, St Leonards, NSW, approgimately 7 kilometres north of
the Sydney CBED.

3,146 square metres.

6,228 square metres.

Constructed approximately 25 years ago over basement car park, ground and

nine upper floors of reinforced concrete frame construction with pre-cast and

concrete panel work with distinctive blue tinted window glazing and faces.

Ramsay Health Care Limited
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Valuation Methodology

ASC Practice Note

In undertaking our valuations of the various properties, we have considered the following alternative
methods which are deemed appropriate by the ASC Practice Note 43 entitled “Valuation Reporrs and

Profit Forecasts™.

a} Discounted Cash Flow Method

This method equates future net cashflows to a present value on the basis of a discount rate.
It is the custom for this approach to adopt a minimum of a five year cash flow, with the more accepted
period being ten years. Forward projections to June 30, 2000 have been provided but are considered to be

of a period insufficient for the adaption of this approach,

b) Capitalisation of Future Maintainable Earnings

This method requires the determination of an earnings multiples (or capitalisation rate) appropriate to the
industry and estimation of future maintainable earnings and the realisable value of any surplus assets, Our
primary valuation approach for the hospitals is a variation of this methodology adopting a current earnings
before depreciation, interest and tax (EBDIT) rather than maintainable earnings, with capital expenditure

requirements being reflected in the earnings multiple.

¢} Alternative Acquirer

This method considers the amount that an alternative acquirer may be willing to offer for the property

given its particular circumstances. We are not aware of any alternative acquirer.

d) Orderly Realisation of Net Assets as a Going Concern

This method is not considered 1o be appropriate.

e) Share Markef Transactions

The returns in shares listed on the Australian Stock Exchange Limited provides one indication of the after
tax returns investors require on investment in the private hospital sector. These yields are influenced by
respective companies’ capital structure and management expertise, but are useful in forming an opinion in

the absence of an active hospital market,

f) Direct Comparisons Approach

The direct comparisons method, although not included in the Practice Note, is an approach well

established by precedent.

The unit of comparison is the rate per physically available, licensed bed. A number of factors are taken into
consideration in comparing sales with subject properties, including age, design, condition and quality of
the building structure, accommodation mix, range of facilities provided, plant and equipment, occupancy,
profitability, casemix, prospective future EBDIT and competition. This approach has been adopted as a

checlk method.



Tn deriving the valuations we have firstly given consideration to the physical characteristics of each of
the hospital sites including location, topography, roads and access, dimensions and areas, together with
legal and statutory aspects, including Certificate of Title searches, town planning regulations, hospital
bed licences, and contamination status. We have not undertaken detailed surveys of building structures

or services.

In terms of financial details we have given consideration to the level of patient fees, actual revenue,
expenses and EBDIT over the period for which trading details have been provided. The revenue, expenses
and profit have been analysed to a dollar amount per occupied bed day and compared with industry

standards.

We have given particular attention to the arrangements with the Department of Veteran Affairs in relation

to the Greenslopes and Hollywood Private Hospitals.

The effect of changing technology, particularly in relation to the increase in day surgery, in both the public
and private sectors and the consequent shift in revenuc from beds to theatres, has been considered as has

the demand for large high technology hospitals, in particular on co-location sites.

The market evidence of hospital transactions has been considered, along with the yields of shares in the

publicly listed hospital companies.

Going Concern Valve

The methodology adopted to determine the market value on a going concern basis is by the capitalisation
of EBDIT (“earnings before depreciation, amortisation, interest and tax”) for each hospital. To arrive at
EBDIT earnings, we have made an assessment of and relied upon occupancy and financial information
(historic, current and future projections) provided by RHC relating to the operating performance of each
hospital. We have applied an carnings multiplier or capitalisation rate to those earnings determined from
sales of private hospitals. Capitalisation rates applied to the subject properties range from 14.25% to 18%,
which on a direct comparison basis, provide values range from $68,545 to $253,758 per effective

operational bed.

In accordance with normal valuation practice, capitalisation rates have been determined from available
comparable market evidence which, as noted, is limited. Due adjustments for age, design, quality and
patient accommodation mix, the effects of estimated future variations in the cash flows due to such factors
as potential for growth/maturity of the business, referral patterns, casemix, location/marlket/competition

factors, and ability to contract to government for treatment of public patients.

Ramsay Health Care Limited
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Non-Hospital Property
The commercial office building located at 154 Pacific Highway, St Leonards, NSW has been valued by the

discounted cash flow method and this value checked by the capitalisation of net returns approach.

Critical Assumptions and Considerations
Due to the nature of the valuations being conducted, we have had to make a number of important

assumptions in arriving at our conclusions. We have assumed:

Correctness and accuracy of the instructions provided by your company and its agents in relation to

each of the hospitals.

Full and frank disclosure of all relevant information material to the valuation of each of the hospitals

having been made by your company and its agents.

The NSW Government has approved the funding for earth works in the 1997/98 financial year, with
forward budgets providing additional funding, for a new base hospital at Coffs Harbour. This
proposal includes a co-located private hospital to be developed in conjunction with the public
hospital. RHC is strongly of the belief that the Coffs Harbour area can not support two private
hospitals and that any additional private hospital would not be economically viable against the already
existing RHC facility. We have therefore been instructed in undertaking the valuation of the Baringa
Private Hospital to assume that the development of a co-located private hospital at Coffs Harbour

does not proceed.

No material change in government legislation, regulation, administration or policy (Federal, State) in
relation to hospitals, health or other matters, including changes in the Medicare Levy which might

affect the value of hospirals.

Full compliance in respect of each hospital with all statutory regulations and requirements, including
environmental, planning, building, fire safety and health regulations and no notice order or

requirement being outstanding or threatened.

Maintenance of the same existing competitive hospital environment applicable to each of the hospitals
respectively. Although the hospitals are currently operated by the same owner, each is a separate
business entity. The assessment of operating performance excludes head office administration expenses
and other intra group expenses and assumes that these expenses do not exceed the costs of that kind

which would be incurred if the relevant hospital was independenty operated.
Each hospital has the ability to negotiate fees with the various health funds as if a member of RHC.

That the recommendation of the Productivity Commission that health funds continue to provide

cover for psychiatric care which meets appropriate hospital admission is implemenzed.



In relation to each valuation the following matters have been given consideration:
s The market for hospitals is highly specialised.

a  The going concern values are highly sensitive to the profitability of the enterprise and rates of return
acceptable to investors from time to time in the relevant markets. Small changes in investors’ return
expectations and/or reduced profitability may significantly alter the assessed values. The value of a
private hospital is very dependent upon the veferral of patients by doetors, We have assumed that the

very strong relationship RHC has with its doctors will continue.

Valvation Svmmaries

The following is a summary of the valuation report for each of the hospitals. Each valuation has been
conducted as at 1 July 1997. To meet State Government statutory requirements relating o undertaking
valuations, reports as per subscript, have been prepared in conjunction with Ms Jennifer Robertson®
AVLE(Val), Mr Robert Cuningham® AVLE(Val), Mr William Doherty® AVLE(Val) Mr Michael Stratton®
AVLE(Val), Mr Scott Willoughby® AVLE(Val) and Mr Miles Rowe® AVLE(Val).

In considering this valuation summary, regard should be had te the instructions, methodology,

assumptions and considerations referred to earlier in this letter.

Marlet Value
e The Adelaide Clinic, Gilberton, South Australia (1} $ 19,800,000
¢ Albert Road Clinic, South Melbourne, Victoria (2) $ 14,000,000
o Albury Wodonga Private Hospital, West Albury, New South Wales (3) $ 18,000,000
= Baringa Private Hospital, Coffs Harbour, New South Wales $11,600,000
s Evesham Clinic, Cremorne, New South Wales {4) $9,000,000
s Greenslopes Private Hospital, Greenslopes, Queensland (5) $ 82,800,000
o Hollywood Private Hospital, Perth, Western Australia (6) $ 61,900,000
¢ Kahlyn Private Hospital, Magill, South Australia (1) $ 2,700,000
¢ New Farm Clinic, New Farm, Queensland (5) $18,270,000
e Northside Clinic, Greenwich, New South Wales (4) $18,050,000
e Tamara Private Hospital, Tamworth, New South Wales $13,525,000
The market value of the following property was also determined:
o 154 Pacific Highway, St Leonards, New South Wales $14,200,000
Total Market Value $283,845,000
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an insolvency event occurs with respect to

any company in the Group;

ASX permission is not granted for the
Company to be admitted to the official list
of ASX and for official quotation of the
Shares the subject of the Offer within the
period referred to in section 1031(1)(b) of the
Corporations Law or, if granted, the
permission is subsequently withdrawn,
qualified on a basis not reasonably

acceptable 1o the Underwriter or withheld;

at the close of trading on any 2 separate
business days (whether consecutive or not)
after the date of the Underwriting
Agreement and on or before the Closing
Date the ASX All Ordinaries Index falls to a
level that is 90% or less of the level attained
at the close of trading on the business day
immediately preceding the date of the

Underwriting Agreement;

at the close of trading on any 2 separate
business days (whether consecutive or not)
after the date of the Underwriting
Agreement and on or before the Closing
Date, the ASX All Industrials Index falls to a
level that is 90% or less of the level attained
at the close of trading on the business day
immediately preceding the date of the

Underwriting Agreement;

the Company or any officer of the Company
contravenes any provision of the
Corporations Law or the Listing Rules or
any requirement of ASX or the ASC or the
Offer or the Prospectus breaches the
Corporations Law or any other applicable

law or regulation;

in the opinion of the Underwriter, there is an

adverse change or a development involving a

Ramsay Health Care Limited

prospective adverse change occurs in the

financial or trading position, assets,

liabilities, results, operations or prospects of
, 0P prosp

any company in the Group;

any company in the Group contravenes any

of the provisions of its constitution;

any company in the Group alters its board of
directors or its capiral structure or its
constitution without the prior consent of the

Underwriter;

in the opinion of the Underwriter there is an
adverse change in relation to the principal
business activities of any company in the
Group or in any of the principal projects or
businesses of any company in the Group
which are referred to in the Prospectus
including, without limiting the generality of
the foregoing, if any adverse order is made
by an environmental agency in relation to
any company in the Group or any site

occupied by any company in the Group;

the cerrificate which the Company is
required to give to the Underwriter is not
given or becomes materially incorrect in

whole or in parg;

without the prior written consent of the
Underwriter, a material contract (other than
the Underwriting Agreement) referred to in
the Prospectus is terminated (whether by
breach or otherwise), rescinded, altered or
amended or if any such contract is rendered

void or voidable or liable to be terminated;

a charge over all or any of the assets of any
company in the Group is created or comes
into existence without the prior written
approval of the Underwriter or otherwise

than in accordance with the Prospectus;
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By a contract made in May 1996, Kilcullen &
Clark was engaged by the Company to design
and construct a psychiatric unir on the
Hollywood campus for the sum of $2,48%,749.
The works were brought to practical completion
early in March 1997. The contractor must rectify
any defects or omissions in the work that are
discovered in the defects liability period, which
expires on 3 March 1998,

By a contract made in May 1996, Transfield
Constructions Pry Limited was engaged by the
Company to design and construct four hospizal
wards comprising 120 beds on the Hollywood
campus for the sum of $11,035,597, The works
are expected to reach practical completion in July
1997. The contractor must rectify any defects or
omissions in the work that are discovered in the
defects liability period, which will expire 12

months after practical completion.

Greenslopes Private Hospital
development works

By a contract made in May 1996, the Company
engaged TF Woollam & Son Pty Ltd to construct
a new 30 bed psychiatric ward at Greenslopes
Private Hospital for the sum of $1,515,011. By
variation to this contract, the builder also agreed
to construct a rehabilitation centre on the
Greenslopes campus for the additional sum of
$1,718,500. The works reached practical
completion in March 1997. The contractor must
rectify any defects or omissions in the work that
are discovered in che defeces liability period,
which expires on 11 March 1998,

Flinders Private Hospital
construction

By a Deesign and Construction Deed dated

5 February 1997, the Company has engaged
Baulderstone Hornibrook Pty Limited to design,
construct and commission the Flinders Private
Hospital, a private hospital located on the
campus of the Flinders Medical Centre in
Adelaide (“FMC”), together with an Ambulatory
Patient Accommodation Centre (“APAC”)
within the existing FMC building, This is a
project which the Company has undertaken to
complete pursuant to a Project Agreement with
FMC dated 7 June 1996.

The builder must complete the construction
works by 5 August 1998, and the entire works
program (including commissioning) must be
completed by 7 December 1998 (subject to any
extensions of time which may be granted to the
builder in accordance with the Deed). A defects
liability period of 12 months will commence on
the date of operational commissioning, during
which the builder must rectify defects in the

works at its own cost.

The Builder bears all risks associated with site
conditions, It cannot claim time extensions unless
the extensions are allowed by FMC under the
Project Agreement, and generally must
indemnify the Company against any liquidaced
damages which the Company is obliged to pay
FMC for late completion. Any variations must be
approved prior to the variation work
commencing and payment for variations is made
by FMC to the Company to enable the
Company to pay the builder.



The specified contract price is $38 million, payable
to the builder in accordance with an agreed
schedule, However, under the terms of a Building
Management Agreement dated 5 February 1997
between the builder and the Company, the
contract price can be adjusted according to the
actual cost of the works, subject to approval by
Ramsay Health Care. That is, the builder is

entitled to be paid the actual cost of the works.

The Building Management Agreement contains a
plan of the estimated cost of each “trade package”
to be let by the builder to sub-contractors. Before
ferting any trade package, the builder must
endeavour to obtain at least 3 tenders and obtain
the Company’s consent before entering into

any contract,

As security for the performance of the builder’s
obligations, the Company holds a performance
bond for 5% of the contract sum (reducing ro
2.5% on operational commissioning) and a

guarantee from the builder’s parent company.

By a Builders Side Agreement dated 5 February
1997 with the Company and agents for the
Company'’s financiers (“Agent”), the builder has
agreed not to terminate or suspend its
performance under the Design and Construction
Deced so long as progress payments are made to
the builder under the Deed. The Agreement also
provides that the Agent’s consent is required for a
variation to the works, an extension to the
scheduled commissioning date, or acceprance by
the Company of a non-conformance or defect, a
certificate of final completion or a suspension by
the builder. The Company has undertaken to
maintain appropriate management skills and
personnel to perform its obligations in respect of

the project.

Ramsay Health Care Limited

By an Operational Commissioning Agreement
dated 5 February 1997, the Builder has sub-
contracted to the Company the operational
commissioning of the works. By Agreement dated
6 February 1997, FMC has agreed to provide
various building services 1o the Company in
relation to the new private hospital building,
including domestic cold water, sewer, fire safery

and maintenance services.

The Project Agreement between the Company and
FMC sets out the Company’s obligations as to
design and construction, operation of the private
hospital and the APAC and treatment of public
patients, together with the FMC’s obligations to
make payments to the company including
minimum service payments for the treatment of

public patients,

The Project Agreement also requires the Company
to make certain “profit sharing” payments to FMC
during the first 11 years of the operation of the
private hospital and the APAC. There are three
elements to these payments. First, the Company
must malee a fixed payment as specified ina
schedule to the Agreement, commencing at
$350,000 in Year 1 and rising to $493,710 in Year
11. Secondly, the Company must make an
additional payment, comimencing at $140,00C in
Year 1 and increasing by 3.5% per annum during
the 11 year period of the payments. Thirdly, the
Company must pay FMC a percentage of the EBIT
of the private hospital and the APAC, commencing
at 1% in Year 5, then increasing by 1% per annum
until it reaches 5%, which continues until Year 11.
There is provision for a “claw back” of part of
these payments (a specified sum which increases
year by year), if the Agreement is terminated as a

result of a default by FMC or by consent.
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is principally secured by a group deed of
charge, group guarantee and indemnity and real
property mortgages given by the companies in the

Group which own land.

Refinancing

Ramsay Health Care has accepted a letter of offer
dated 18 June 1997 from NarWest Markers
Australia Limited (“NWAL”), by which NWAL
has offered to arrange and underwrite the
refinancing of Facilities A and B, subject to the
successful completion of the Issue, The refinancing
facility is for an amount of $100 million, of which
$75 million is underwritten by NWAL. The
facility will be available by cash advance or letter
of credit or a combination of these. The facility
will be due for repayment no later than
September 2002.

The facility will be provided on a negative pledge
{unsecured) basis in the event that more than
50% of the facility amount is syndicated to other
financiers by NWAL before drawdown,
otherwise there will be fixed and floating charges
over all the assets and undertakings of Ramsay
Health Care Australia Pty Limited (the
borrowing entity) as security for the facility.
Ramsay Health Care Limited will guarantee the

borrower’s obligations.

Ramsay Health Care has arranged to borrow

$40 million under the facility simultaneously
with the allotment of Shares under the Issue.
These funds will be used in conjunction with the
Issue proceeds to repay Facilities A and B and
provide cash on deposit for the funding of the
remaining construction costs for the North Shore

Private Hospital.

The $40 million in loan funds initially drawn
under the facility will be provided by NarWest
Offshore Limited to Ramsay Health Care
Australia Pry Limited via a newly formed entity,
the Health Care Development Trust (“the
Trust™). The Trust will be a controlled entity of
the Group used by the Group to finance ongoing
projects and new developments on a fong term
basis. The trustee will be a wholly owned

subsidiary of Ramsay Health Care.

The availability of the refinancing facility will be
subject to the successful completion of the Issue
and the use of funds from the Issue in accordance
with the purposes mentioned in Section 2.5 of this
Prospectus, in addition to other conditions
precedent which are either minor, usuai or already
satisfied. These include the signing of formal
transaction documents, which are to include
provisions for fees and charges, representations
and warranties, general undertakings and events
of default customarily found in facilities of this
type. The transaction documents are being

prepared at the time of the Issue.

The interest rate is specified as a fixed margin
over a specified bank bill base rate on the date of

a drawdown or rollover.

It will be a term of the facility that Ramsay
Health Care Australia Pty Limited must maintain
an interest bearing debt to equity ratio not
exceeding 0.75:1 (where “equity” is shareholders
funds less intangible assets) and a gross interest
cover ratio of at least 2:1 (calculated as EBITDA
less interest income and dividend revenue divided
by interest costs). The Group’s equity {as defined

above) must not fakl below $110 million.



Hellywood and Greenslopes
securitised loan facilities

Ramsay Health Care financed its 1994 purchases
of the Hollywood and Greenslopes Private
Hospirals, and development works at those
hospitals, under loan facilities which have since
been “securitised”. The Hollywood facility limit
is $47,861,417 and the Greenslopes facility limit is
$50,358,699. Both facilities are fully drawn.

The current financiers are Prime Asset Vehicle
{No.2) Limited and PAV Hospital Funding
Limited. Fixed quarterly instahments of interest
and principal are payable by Ramsay FHealth Care
to the financiers over periods ending on

31 December 2005 (in the case of the Hollywood
facility) and 30 September 2005 (in the case of the
Greenslopes facility). These instalments have
been calculated and scheduled to match the
payments to be made by the DVA for services to

veterans at the two hospitals.

The transaction documents for each facility
coneain representations and warranties,
undertakings, events of default and margins and
fees customarily found in financing arrangements

of this kind and size.

The principal securities for each facility comprise
a mortgage over the hospital land, a charge over
the hospital assets and a mortgage of the shares in
the borrowers (Ramsay Hospital Holdings Pry
Limited and Ramsay Hospital Holdings
{Queensland) Pty Limited).

Ramsay Health Care Limited

Flinders Private Hospiteal

The Australian Mutual Provident Society,
through a Syndicared Lozn Facility Agreement
dated February 1997, is to advance $48,200,000 to
Ramsay Health Care to construct the Flinders
Private Hospiral and associated works.

The Facility Agreement is a project finance
facility containing the usual clauses relating 1o
drawings being placed in a project account

and only being withdrawn upon receipt of

certification that the expenses have been incurred.

The facility is to be repaid on 1 Qctober 2009,
The loan is to be serviced from minimum service
payments received by Ramsay Health Care from
Flinders Medical Centre (public hospital) for the
treatment of public patients. The transaction
documents for financing contain representations
and warranties, undertakings, events of default
and margins and fees commonly found in similar
financing arrangements. There are no unusual

tinancial undertakings.

The securities provided to the financiers are a
fixed floating charge of the assets of the borrower
{Ramsay Bedford Park Pty Limited), a mortgage
by Ramsay Health Care Limited of its shares in
the borrower, a deposit account charge and
indemnity and a mortgage of the leases granted
by the South Australian Government for the

purpose of the project.
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Terms and abbreviations used in this Prospectus have the following meanings:

“ACHS”
“AEST”
“Applicant”
“Application”

“Application Form”

“Application Monies”
“Application Price”

“ASC”

“ASX”

“Beds”

“Board” or “Board of Directors™
or “Directors™

“CHESS”

“Closing Date”

“Company” or “Ramsay Health

Care” or “Group”
*County NatWest”

o DVA 2
“Employee Applicarion Form”
“Employee Application Price”

“Employee Offer”
“Issue” or “Offer”

“Listing Rules”
“Official List”
“Official Quotation”
“Opening Date”
“Prospectus”

“Public Offer”
“Share”

“Underwriter”

Australian Council on Healtheare Standards;

Australian Eastern Standard Time;

a person who submits an Application;

a valid application made to subscribe for a specified number of Shares
offered by this Prospectus;

the Application Form contained within this Prospectus being the
public application for members of the public or the employee
application form for employees;

the Application Price multiplied by the number of Shares applied for;
$1.85 in respect of the subscription price for each Share applied for
under the Public Offer;

Australian Sccurities Commission;

Australian Stock Exchange Limited;

means beds which a hospital is licensed or otherwise permitted to provide;

the board of directors of the Company;

Securities Clearing House Electronic Subregister System;

12 September 1997 or such other date the Public Offer closes as
subject to the right of the Company and the Underwriter to vary
the Closing Date;

Ramsay Health Care Limited and/or its controlled entities as the
context requires;

County NatWest Securitics Australia Limited or other members of
NarWest Markets Australia Limited group;

the Commeonwealth Department of Veterans Affairs;

the employee application form contained within this Prospectus;
$1.65 in respect of the subscription price for each Share applied for
under the Employee Offer;

the offer open to permanent employees of Ramsay Health Care
pursuant to and in accordance with this Prospectus;

the offer of 43.5 million Shares pursuant to and in accordance with
this Prospectus;

the listing rules of the ASX;

the official list of the ASX;

quotation on the official list of the ASX;

1 September 1997;

this document dated 11 August 1997;

the offer open to members of the public pursuant to and in accordance
with this Prospectus;

a fully paid ordinary share with a par value of 10 cents in the capiral
of the Company;

County NatWest Securities Australia Limirted.

All references to currencies are to Australian dollars and cents untess otherwise stated.

Financial year refers to a year ended/ending 30 June.


















