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RAMSAY HEALTH CARE LIMITED
DIRECTORS’ REPORT

Your Directors submit their report for the year ended 30 June 2004.

DIRECTORS
The names of the Directors of the Company in office during the financial year and until the date of this report are:
Names

P.J. Ramsay AO — Non-Executive Chairman
M.S. Siddle — Non-Executive Deputy Chairman
I.P.S. Grier - Managing Director

B.R. Soden - Finance Director

M.L. Brislee - Non-Executive Director

A.J. Clark AM — Non-Executive Director

P.J. Evans - Non-Executive Director

R.H. McGeoch AM - Non-Executive Director
K.C.D. Roxburgh - Non-Executive Director

The Directors were in office for this entire period unless otherwise stated.

Particulars in respect of each Director’s experience and qualifications are set out in the Information on Directors
section of the Annual Report.

Interests in the shares and options of the Company and related bodies corporate

The beneficial interest of each Director in the share capital of the Company as at the date of this report was as
follows:

Ramsay Health Care Limited

Director Rights over
Ordinary Shares Ordinary Shares

P.J. Ramsay 66,334,939 -
M.S. Siddle 25,000 -
M.L. Brislee 21,000 -
AJ. Clark 85,000 -
P.J. Evans 5,000 -
I.P.S. Grier 194,600 107,143
R.H. McGeoch 120,000 -
K.C.D. Roxburgh 75,000 -
B.R. Soden 5,387 53,571

Mr Paul Ramsay has a relevant interest in 66,334,939 (2003: 66,334,939) shares held by Paul Ramsay Holdings Pty
Limited and is a director of that company.

Interests in Contracts or Proposed Contracts with the Company

No director has any interest in any contract or proposed contract with the Company other than as disclosed
elsewhere in this report.



RAMSAY HEALTH CARE LIMITED
DIRECTORS’ REPORT (continued)

PRINCIPAL ACTIVITIES

The principal activities during the year of entities within the economic entity were the owning and operating of
private hospitals. There were no significant changes in the nature of these activities during the year.

OPERATING RESULTS AND DIVIDENDS
Consolidated Results

The consolidated result of the economic entity after providing for income tax was a profit of $38,353,000
(2003: profit of $37,055,000). The operating profit before tax was $56,670,000 (2003: $53,545,000).

Earnings per Share

Basic earnings per share 29.8 cents (2003: 28.9 cents)
Diluted earnings per share 29.8cents (2003: 28.9 cents)

Dividends
Dividends paid or recommended for payment are as follows:

Final dividend recommended @ 10.0 cents per share $12,893,000 (2003: $11,604,000)
Interim dividend paid during the year @ 7.5 cents per share $9,670,000 (2003: $8,360,000)

REVIEW OF OPERATIONS

Admissions were approximately 11% above last year, including the contribution from the extra capacity. Without
including the extra capacity, admissions were up 5%.

During the year, Ramsay Health Care achieved satisfactory outcomes from health fund negotiations. Together with
cost containment initiatives, this has resulted in the company’s overall EBIT margin remaining at 10%.

Benefits from Ramsay Health Care’s expansion program in existing hospitals are continuing to flow through to
earnings. Returns from these investments are already meeting our expectations.

Greenslopes, in Brisbane, and Hollywood, in Perth, continue to record strong admission rates and the extra capacity
added at these facilities has been immediately met with increased demand. In NSW, the redeveloped Lake
Macquarie Private Hospital, where additional beds and theatres were added, is performing well above our initial
expectations.

Cairns Private Hospital’s transformation from a not-for-profit facility and integration into the Ramsay Health Care
portfolio is proceeding well and the hospital is currently performing above expectations on many measures.

During the year, Ramsay Health Care refinanced and expanded its loan facilities to $550 million. The new facilities
provide the company with additional funding on favourable terms to fund the Benchmark acquisition, provide the
company with scope and flexibility to make additional acquisitions, as well as fund any capacity expansion and to
execute the company’s aged care strategy.

Cash flow generation in 2004 was consistent with profitability. Strong cash flow management resulted in gross
operating cash flow exceeding EBITDA (pre-non recurring items) of $105.7 million. Net cash inflow from
operations increased by $6.5 million to $73.7 million.

CORPORATE INFORMATION
Ramsay Health Care Limited is a company limited by shares that is incorporated and domiciled in Australia. It’s

ultimate parent entity is Paul Ramsay Holdings Pty Limited. The registered office is 9th Floor, 154 Pacific
Highway, St Leonards NSW 2065.



RAMSAY HEALTH CARE LIMITED
DIRECTORS’ REPORT (continued)

EMPLOYEES

The consolidated entity employed 9,932 employees as at 30 June 2004 (2003: 7,666).

SIGNIFICANT CHANGES IN STATE OF AFFAIRS

Acquisition of Silver Circle

On 7 January 2004, Ramsay Health Care Limited through its wholly owned subsidiary Ramsay Aged Care Holdings
Pty Limited purchased the remaining 75 percent of Glad Pty Limited trading as Silver Circle for $4,024,000.

Ramsay Health Care Limited through its wholly owned subsidiary Alpha Healthcare Pty Limited has owned 25
percent of Silver Circle for more than two years.

Silver Circle was established in 1991 and has fast become one of the largest home support businesses in Australia.
It provides care and support to people with a wide range of needs, including the elderly, people recovering after a
hospital stay or ill health, people who have had personal injuries, people with disabilities, carers of family members,
parents of children with special needs and others.

Silver Circle has over 1,500 staff, offering a broad range of services to individual and corporate clients. These
services include:

Housekeeping and home care

Personal care

Respite care

Monitoring the well being of at-risk clients

Mobility assistance

Home modifications and maintenance to assist independent living.

SHARE OPTIONS

At the date of this report there were no unissued ordinary shares under the share option scheme available to
directors, executives and senior management.

During the year ended 30 June 2004 the following share options were exercised:

Date of Issue Number of Share Exercise price
Options Exercised

15 December 1998# 49,000 At the exercise price of $1.85 per share
11 October 2000* 191,750 At the exercise price of $1.50 per share

No share options lapsed during the year ended 30 June 2004.
# The options issued on 15 December 1998 were issued under the following exercise conditions:

e The expiry date of the options is five years after the date of issue as shown above;

e None of the options can be exercised within two years of the issue date;

e  40% of options are exercisable after the second anniversary date of the issue with a further 20% exercisable
three months before the anniversary date of the issue in each of the subsequent three years, or at any time
up and until the fifth anniversary date of the issue.

e The options cannot be exercised unless the market price of the company’s shares exceeds $2.20.

e The exercise price is $1.85

* Options issued on the 11 October 2000 were issued under the following exercise conditions:

e The expiry date of the options is three years after the date of issue as shown above;

e  25% of the options can be exercised six months after the date of issue with a further 25% exercisable after
each subsequent six monthly period, or at anytime thereafter, up and until the third anniversary date of the
issue;

e The exercise price is $1.50.



RAMSAY HEALTH CARE LIMITED
DIRECTORS’ REPORT (continued)

INCENTIVE RIGHTS (CASH SETTLED)

At the date of this report there were 160,714 Incentive Rights granted under the Executive Incentive Rights Plan.
Refer to note 23.1 of the financial statements for further details of the rights outstanding.

PERFORMANCE RIGHTS (EQUITY)

At the date of this report there were 310,714 unissued ordinary shares under the Executive Performance Rights Plan.
Refer to note 23.2 of the financial statements for further details of the rights outstanding.

SIGNIFICANT EVENTS AFTER THE BALANCE DATE

In July 2004 Ramsay Health Care Ltd acquired all the shares in Benchmark Healthcare Group for a total purchase
price of $125 million.

The acquisition was funded by debt and cash reserves.

Benchmark operates and manages 10 hospitals in Victoria and South Australia, comprising 980 hospital beds and 68
aged care beds. The total number of beds will rise to 1,119 beds in 2005 as a result of capacity expansion currently
underway. The Group has annual revenue of approximately $200 million.

Of the 9 hospitals operated by Benchmark, four are owned outright and five are leased. One hospital is managed
under a management contract whereby the owner retains full operator risk.

The purchase increases the number of facilities in Ramsay Health Care’s portfolio to 35 and the number of licensed
beds to approximately 4,000.

At the date of this report, Ramsay Health Care was still in the process of completing the fair value accounting
exercise.

LIKELY DEVELOPMENTS AND EXPECTED RESULTS

Directors and management of the consolidated entity will continue to seek growth in health care operations and to
seek further cost efficiencies so as to optimise the returns to shareholders from existing hospitals. Directors and
management are continuing to pursue opportunities, including expansion of existing facilities, further hospital
acquisitions as well as other opportunities closely allied to the private hospital sector which are within the
company’s core competencies and investment criteria.

INDEMNIFICATION AND INSURANCE OF DIRECTORS AND OFFICERS

The Company has a Directors’ and Officers’ Liability policy covering each of the directors and certain executive
officers for liabilities incurred in the performance of their duties and as specifically allowed under the Corporations
Act 2001. The premiums in respect of the policy are payable by the Company. The terms of the policy specifically
prohibit the disclosure of any other details relating to the policy and therefore the directors do not intend disclosing
further particulars relating thereto.

DIRECTORS’ AND OTHER OFFICERS’ EMOLUMENTS

Remuneration Policy

The Remuneration Committee of the Board of Directors is responsible for determining and reviewing compensation
arrangements for the non-executive directors, the executive directors and the executive team. The Remuneration
Committee assesses the appropriateness of the nature and amount of emoluments of such directors and officers on a
periodic basis by reference to relevant employment market conditions with the overall objective of ensuring
maximum stakeholder benefit from the retention of a high quality Board and executive team. Such directors and
officers are given the opportunity to receive their base emoluments in a variety of forms including cash and fringe
benefits such as motor vehicles and expense payment plans. It is intended that the manner of payment chosen will
be optimal for the recipient without creating undue cost for the Company.

To assist in achieving these objectives, the Remuneration Committee links the nature and amount of executive
directors’ and officers’ emoluments to the Company’s financial and operational performance.

Refer to notes 23 and 30 of the financial statements for further details.
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RAMSAY HEALTH CARE LIMITED
DIRECTORS’ REPORT (continued)

DIRECTORS’ AND OTHER OFFICERS’ EMOLUMENTS (continued)

Details of the nature and amount of each element of the emolument of each director of the Company and each of the
five executive officers of the Company and the consolidated entity receiving the highest emolument for the financial
year are set out below.

Emoluments of the directors of the Company are shown below. The amount disclosed as Salary and Fees and Non
Monetary Benefits include the grossed up value of all fringe benefits, salary packaged amounts.

*Annual Emoluments *Long Term Emoluments
Salary Cash Non Leave Number | Amortised Amortised % of Super-
and Bonus Monetary Entitle- of Cost of Cost of Remun- | annuation
Fees Benefits ments Incentive | Incentive Options eration
Rights Rights Vested
Granted (Old Scheme)
(b) (@) (@) @)
$ $ $ $ $ $ $
P.J. Ramsay 120,000 - - - - - - - 10,800
M.S. Siddle 61,458 - - - - - - - 5,531
M.L. Brislee 61,458 - - - - - - -
A.J. Clark 61,458 - - - - - 312 0.5% 5,531
P.J. Evans 67,292 - - - - - - - 6,050
I.P.S. Grier 577,406 | 180,000 15,183 12,771 107,143 59,255 - 7% 11,002
R.H. McGeoch 62,917 - - - - - - - 5,663
K.C.D.Roxburgh | 61,458 - - - - - - - 5,531
B.R. Soden 345,000 62,000 17,680 27,623 53,571 29,627 - 6% 11,002

Emoluments of the five most highly paid executive officers (See # below) of the Company and the consolidated
entity are:

*Annual Emoluments *Long Term Emoluments
Salary Cash Non Leave Number of Amortised Superannuation
and Fees Bonus Monetary | Entitlements Performance Cost of
Benefits Rights Performance
Granted Rights
(b) (@) (@)
$ $ $ $ $ $

C. Rex 385,000 70,000 11,727 5,257 71,429 33,293 11,002
C. McNally 285,000 100,000 18,544 26,302 35,714 16,647 11,002
C. Bromwich 270,000 35,000 9,103 69,130 28,571 13,317 11,002
K. Chant 220,500 21,000 5,728 13,978 28,571 13,317 11,002
P. Fitzmaurice 191,314 26,000 11,580 (204) 17,857 8,323 11,002

Notes
The terms “director’ and ‘officer’ have been treated as mutually exclusive for the purposes of this disclosure.

* The elements of emoluments have been determined on the basis of the cost to the company and the

consolidated entity.

# Executives are those directly accountable and responsible for the operational management and strategic
direction of the company and the consolidated entity.




RAMSAY HEALTH CARE LIMITED
DIRECTORS’ REPORT (continued)

DIRECTORS’ AND OTHER OFFICERS’ EMOLUMENTS (continued)

(a) The company uses the fair value measurement provisions of AASB 1046 “Director and Executive
Disclosures for Disclosing Entities” for all incentive rights granted to directors and performance rights
granted to relevant executives. The fair value of such grants is being amortised and disclosed as part of
director and executive emoluments on a straight-line basis over the vesting period. No adjustments have
been or will be made to reverse amounts previously disclosed in relation to rights that never vest (i.e.
forfeitures).

From 6 January 2004, rights granted as part of director and executive emoluments have been valued using a
Binomial option-pricing model, which takes account of factors including the incentive rights and the
performance rights grant price, the current level and volatility of the underlying share price, the risk-free
interest rate, expected dividends on the underlying share, current market price of the underlying share and
the expected life of the incentive and performance rights. See below for further details.

(b) The amounts disclosed under leave entitlements is the increase or decrease during the year in accrued
annual and long service leave entitlements. The full entitlements would only be paid out on cessation of
employment.

Fair Values of Incentive Rights (Cash Settled)

The fair value of each incentive right is estimated on the date of grant using a Binomial option-pricing model with
the following weighted average assumptions used for grants made on 6 January 2004:

2004
Dividend yield 3.7%
Expected volatility 25% to 30%
Historical volatility 35%
Risk-free interest rate 5.95%

Effective life of incentive right 3 years

The dividend yield reflects the assumption that the current dividend payout will continue with no anticipated
increases. The expected life of the rights is based on historical data and is not necessarily indicative of exercise
patterns that may occur. The expected volatility reflects the assumption that the historical volatility is indicative of
future trends, which may also not necessarily be the actual outcome.

The resulting weighted average fair values per incentive right for those rights vesting after 6 January 2004 are:

Number of Rights Grant date Vesting date Weighted average fair value

160,714 6-Jan-2004 6-Jan-2007 $4.93 *
Currently, these fair values are recognised as expenses in the financial statements resulting in an increase in
employee benefits expense of $88,882 (2003:Nil) for the 2004 financial year. Note that no adjustments to these
amounts have been made to reflect estimated or actual forfeitures (i.e. incentive rights that do not vest).
* Fair value at 30 June 2004.
Fair Values of Performance Rights (Equity)

The fair value of each performance right is estimated on the date of grant using a Binomial option-pricing model
with the following weighted average assumptions used for grants made on 6 January 2004:

2004
Dividend yield 3.7%
Expected volatility 25% to 30%
Historical volatility 35%
Risk-free interest rate 5.95%

Effective life of incentive right 3 years



RAMSAY HEALTH CARE LIMITED
DIRECTORS’ REPORT (continued)

DIRECTORS’ AND OTHER OFFICERS’ EMOLUMENTS (continued)

The dividend yield reflects the assumption that the current dividend payout will continue with no anticipated
increases. The expected life of the rights is based on historical data and is not necessarily indicative of exercise
patterns that may occur. The expected volatility reflects the assumption that the historical volatility is indicative of
future trends, which may also not necessarily be the actual outcome.

The resulting weighted average fair values per incentive right for those rights vesting after 6 January 2004 are:

Number of Rights Grant date Vesting date Weighted average fair value

310,714 6-Jan-2004 6-Jan-2007 $4.08 **

Currently, these fair values are not recognised as expenses in the financial statements. Should they have been
recognised, they would have resulted in an increase in employee benefits expense of $144,825 (2003:Nil) for the
2004 financial year. Note that no adjustments to these amounts have been made to reflect estimated or actual
forfeitures (i.e. incentive rights that do not vest).

** Fair value at grant date.
DIRECTORS’ RETIREMENT BENEFITS

Directors’ Retirement Benefits have been provided for non-executive Directors. Non-executive Directors are entitled
to retirement benefits after serving a minimum service period of three years with the Company. The amount of the
retirement benefit will not exceed the maximum limit of three years remuneration, as set out in Section 200G of the
Corporations Act 2001. The entitlement to retirement benefits will accrue on a pro-rata basis, over a period of nine
years, commencing after the minimum service period of three years. The minimum service period will commence
from, either the date of the Company’s public listing in September 1997, or the date of the Director’s appointment,
whichever is the later. The Directors Retirement Benefit Plan is frozen to the current serving non-executive directors
and will not be extended to new non-executive directors appointed to the Board. Cumulatively an amount of $940,000
(2003: $780,000) has been provided as at 30 June 2004 and $160,000 (2003: $160,000) expensed in the current year.

DIRECTORS’ MEETINGS

The numbers of meetings of directors (including meetings of committees of directors) held during the year and the
number of meetings attended by each director were as follows:

Directors’ Meetings of Committees
Meetings
Audit Remuneration Risk Management
Committee

Number of Meetings held: 13 7 4 10
Number of Meetings attended:
P.J. Ramsay 11 - - -
M.S. Siddle 13 - 4 -
M.L. Brislee 13 - - 9
AJ. Clark 12 7 - -
P.J. Evans 13 7 4 10
I.P.S. Grier 13 - - 7
R.H. McGeoch 12 - 4 -
K.C.D. Roxburgh 13 7 - -
B.R. Soden 13 - -




RAMSAY HEALTH CARE LIMITED
DIRECTORS’ REPORT (continued)

COMMITTEES

As at the date of this report, the company had the following three committees:

Committee Members

Audit Committee Messrs Evans, Roxburgh, Clark

Remuneration Committee Messrs McGeoch, Evans, Siddle

Risk Management Committee Messrs Evans, McGeoch (alternative), Grier,
Mrs Brislee

Further information in relation to the above committees is disclosed in the Corporate Governance Statement
included in the Annual Report.

ROUNDING

The amounts contained in this report and in the financial report have been rounded off under the option available to
the Company under ASIC Class Order 98/0100. The company is an entity to which the Class Order applies.

ENVIRONMENTAL REGULATION AND PERFORMANCE

The consolidated entity holds licences from the Environment Protection Regulatory Bodies applicable to Hospitals
for the maintenance of a safe environment. The Directors are not aware of any breaches of these licences.

TAX CONSOLIDATION

Effective 1 July 2003, for the purposes of income taxation, Ramsay Health Care Ltd and its 100% owned
subsidiaries have formed a tax consolidated group. Members of the group have committed to entering into a tax
sharing arrangement in order to allocate income tax expense to the wholly-owned subsidiaries on a pro-rata basis.

CORPORATE GOVERNANCE

In recognition of the need for the highest standards of corporate behaviour and accountability, the Directors of
Ramsay Health Care have reviewed the Company’s current corporate governance policies in the light of the
Australian Stock Exchange Corporate Governance Council best practice recommendations. Further information in
relation to corporate governance is disclosed in the Corporate Governance Statement included in the Annual Report.

Signed in accordance with a resolution of the Directors.

Jotrtfer
1.P.S. GRIER B.R. SODEN
Director Director

Sydney, 30 September 2004
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INDEPENDENT AUDIT REPORT
To the members of Ramsay Healith Care Limiled
Matters relating to the Elecironic Presentation of the Audited Financial Report

Thas sudit report relates to the financial repon of Ramsay Health Care Limited for the vear ended 30
June 2004 incheded on the company's web site. The company's directors are responsible for the
integrity of the company’s web site.  We have nod been engaged to report on the integrity of the
company s web sile. The sudil report refers only to the stalements named below. 1t does not provide
an opamon on any other mformation which may have been hyperlinked to/from these slatements. 1
usire of this report are concemed with the mherent maks aneging from electronse data communications
they are advised 1o refer to the hard copy of the audited foancal repont to confirm the mformation
ingloded inthe sudited financal repent presented on this web aite.

Seope

The fteecial report ard direciors ' resporaibiliy

The francial report comprises the statement of financal posbon, statement of Arancial performance,
slatement of cash flows, sccompanying notes to the fimancial statements, and the directors” declamtion
for Rameay Health Care Limited and the consolidated emtity, for the vear ended 30 June 2004, The
consolidated entity comprises both the company and the entiies it controlled during that vear.

The direciors of the company are responsible for preparing a financial report that grves @ tre and for
view of the financial position amd performance of the company amd the consolidated entity, and that
complies with Accounting Standards in Australia, in accordance with the Corporations At 2000, This
includes responsibality for the muntenance of adequate accounting records and internal controls that
are designed to prevenl and detect frand and error, and for the accounting policies and accounting
estimates inherent in the financial report.

Al eypproach

We conducted an independent audit of the fnancial repont in order 1o express an opinon on i io the
members of the company. Our nadit was conducted in accordance with Australinn Anditing Standards
in order to provide ressonable assurance as to whether the financial report i free of matenal
misstatement. The mature of an awdit iz nfeenced by fclors such as the use of profssional
Judgement, selective testing, the mherent hmitations of intermal contrel, and the availaluliy of
persuasive mather than conchiave evidence.  Therefore, an audil cannot guarantee that all matenal
misstatements have been detected.

We performed procedures to assess whether in all matenal regpects the financial repon presents fairly,
in accordance with the Corporstions Act 2001, including compliance with Accounting Standards in
Ausiralin, and other mandatory financial reporting requirements in Australin, a view which is consistent
with our understanding of the company”s and the consolidated emtity’s financial position, and of their
performance ag represented by the resuliz of their operations and cash flows.

Lin bty et iy thie At counlasti Scheme, aper ored
mder e Frodrmonsd Stemde de ot BRI JHEW

11



Sl ErnsT & YOUNG 2

We formed cur audil opimion on the ks of these procedures, which included:

. examining, on a fest bagie, mformation o provide evidence supporting the amounis and
digclosures in the financial repo, and

. msessing the appropristeness of the wsecounting pobcies and disclosures wsed and the
rensonablensss of signi ficant accounting estimates made by the directors.

Whale we considered the effectivencss of management’s inlernal controls over financial reporting when
determinimg the natore and extent of our procedures, our aodit was not desgned 1o provide assurance
on intemal controls.,

We performed procedores 10 assczs whether the substance of business transactions was accurtely
reflected i the financial report. These and our other procedures did not inchide consideration or
Judgement of the approprateness or reasonablenesz of the business plans or strategies adopted by ithe
directors and management of the comipany.

Independence

We are indepeivdent of the company, and have met the mdependence requirements of Australian
professional ethical pronouncements and the Corporations Act 2001, In addition o o audit of the

financial report, we were engaged 10 undertake the eervices disclosed m the notes to the financial
stalements, The provision of these services has nol impaired our independence,

Audil apinion
In our opinion, the financial report of Ramsay Health Care Limited & in accondanos withe
(a)  the Corporations Act 2001, mcluding:

(0 giving a tree and fir view of the financial position of Ramsuy Health Care Limited and
the congobidated entify at 30 June 2004 and of therr performance for the year ended on
thai date; and

(i) complving with Accountimg Standards im Australia and the Corporations Regulatons
2001; and

(¥ other mandatory Brancal reporting requirements in Anstralia,

Syiney
Dute: 30 September 2004
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RAMSAY HEALTH CARE LIMITED
DIRECTORS’ DECLARATION

In accordance with a resolution of the directors of Ramsay Health Care Limited, we state that:
In the opinion of the directors:

(@) the financial statements and notes of the Company and of the consolidated entity are in accordance with the
Corporations Act 2001, including:

(1 giving a true and fair view of the Company’s and consolidated entity’s financial position as at 30 June
2004 and of their performance for the year ended on that date; and

(i)  complying with Accounting Standards and Corporations Regulations 2001; and

(b)  there are reasonable grounds to believe that the Company will be able to pay its debts as and when they
become due and payable.

On behalf of the Board

ey -
" o Joireln

1.P.S. GRIER B.R. SODEN
Director Director

Sydney, 30 September 2004
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RAMSAY HEALTH CARE LIMITED AND CONTROLLED ENTITIES

STATEMENT OF FINANCIAL PERFORMANCE
FOR THE YEAR ENDED 30 JUNE 2004

Revenues:
Operating revenue
Dividends received
Interest income
Proceeds on sale of assets
Total revenue from ordinary activities

Details of Expenditure:
Personnel costs
Occupancy costs
Medical consumables and supplies
Cost of services
Depreciation and amortisation
Borrowing cost expense (excluding specific
item)
Carrying value of assets sold
Specific items
- Due Diligence costs associated
with Mayne’s Bid
- Unamortised borrowing costs
written off

Total expenses from ordinary activities
Profit from ordinary activities before income
tax expense

Income tax expense relating to ordinary
activities

Profit from ordinary activities after income
tax expense

Net profit
Net profit attributable to members of
Ramsay Health Care Limited

Net increase in asset revaluation reserve

Decrease in retained profits on adoption of
revised accounting standards:
AASB 1028 “Employee Benefits”

Total revenue, expenses and valuation
adjustment recognised directly in equity

Total changes in equity other than those
resulting from transactions with owners as
owners

Basic earnings per share (cents per share)
Diluted earnings per share (cents per share)
Unfranked dividends per share (cents per share)

Franked dividends per share (cents per share)

Consolidated

Ramsay Health Care

Limited
Notes 2004 2003 2004 2003
$000 $000 $000 $000

767,659 662,177 3,119 2,997

445 - - 9,303

784 861 1 2

385 563 - -

2 769,273 663,601 3,120 12,302

(414,034) (359,918) (160) (160)

(31,557) (27,513) - -

(187,088) (157,532) - 3)

(29,666) (26,238) (1,007) (768)

3 (28,305) (24,725) - -

3(a) (16,396) (13,674) - -

(908) (456) - -

3(c) (2,493) - - -

3(c) (2,156) - - -

(712,603) (610,056) (1,167) (931)

56,670 53,545 1,953 11,371

4 (18,317) (16,490) (586) (620)

38,353 37,055 1,367 10,751

38,353 37,055 1,367 10,751

38,353 37,055 1,367 10,751

- 101 - -

- (643) - -

- (542) - -

38,353 36,513 1,367 10,751
33 29.8 cents 28.9 cents
33 29.8 cents 28.9 cents
5 Nil cents Nil cents
5 17.5 cents 15.5 cents
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RAMSAY HEALTH CARE LIMITED AND CONTROLLED ENTITIES

STATEMENT OF FINANCIAL POSITION

AS AT 30 JUNE 2004

CURRENT ASSETS
Cash assets
Receivables
Inventories

Other

TOTAL CURRENT ASSETS

NON CURRENT ASSETS
Other financial assets
Property, plant & equipment
Intangible assets

Deferred tax assets

Other

TOTAL NON CURRENT ASSETS
TOTAL ASSETS

CURRENT LIABILITIES
Accounts payable
Interest-bearing liabilities
Provisions

Current tax liabilities

TOTAL CURRENT LIABILITIES
NON CURRENT LIABILITIES
Accounts payable

Interest-bearing liabilities

Provisions

Deferred tax liabilities

TOTAL NON CURRENT LIABILITIES
TOTAL LIABILITIES

NET ASSETS

SHAREHOLDERS’ EQUITY
Contributed equity

Reserves

Retained profits

TOTAL SHAREHOLDERS’ EQUITY

Notes

~N o

10
11
12,4
13

14
15
16

17

18

19
20,4

21
22
22

Consolidated

Ramsay Health Care Limited

2004 2003 2004

$000 $000 $000
22,488 16,880 46
74,773 67,751 74
12,849 11,189 -
11,346 13,766 -
121,456 109,586 120
305 245 139,997
519,084 512,548 -
7,996 6,744 -
25,062 21,976 263
16,266 2,953 -
568,713 544,466 140,260
690,169 654,052 140,380
82,831 79,115 12
7,545 28,593 -
29,133 26,941 940
11,971 11,481 611
131,480 146,130 1,563
- - 15,498
225,956 198,570 -
30,470 24,856 -
31,674 31,367 -
288,100 254,793 15,498
419,580 400,923 17,061
270,589 253,129 123,319
121,870 121,490 121,870
54,533 54,533 -
94,186 77,106 1,449
270,589 253,129 123,319

15

2003
$000

195
66

261

149,997

1,669

151,666

151,927

11

780
791
6,923

1,368

8,291
9,082

142,845

121,490

21,355

142,845



RAMSAY HEALTH CARE LIMITED AND CONTROLLED ENTITIES
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 30 JUNE 2004

Consolidated Ramsay Health Care Limited
Notes 2004 2003 2004 2003
$000 $000 $000 $000

CASH FLOWS FROM
OPERATING ACTIVITIES
Receipts from customers 766,734 650,148 3,111 2,931
Payments to suppliers & employees (670,573) (586,971) (944) (2,931)
Dividends Received 445 - - 9,303
Income tax paid (21,042) (3,239) - -
Borrowing costs paid (17,506) (14,597) - -
Interest received 784 861 1 2
GST received 30,318 31,215 -
GST paid (12,631) (10,139) - -
Expenditure on capitalised borrowing costs (2,788) (19) - -
Net cash flows from operating activities 24 (a) 73,741 67,259 2,168 9,305
CASH FLOWS FROM
INVESTING ACTIVITIES
Purchase of property, plant and equipment 10(c) (34,112) (80,698) - -
Purchase of business 24(d) & (e) (2,938) (15,744) - -
Prepayment for Investment in Benchmark 13 (13,478) - - -
Proceeds from sale of property, plant
and equipment 385 563 - -
Net cash flows used in
investing activities (50,143) (95,879) - -
CASH FLOWS FROM
FINANCING ACTIVITIES
Proceeds from issue of ordinary shares 379 1,900 378 1,901
Dividends paid (21,273) (16,688) (21,273) (16,688)
Repayment of finance lease - principal (774) (1,094) - -
Borrowings — receipts other 9,400 55,882 18,578 5,662
Borrowings — repayment other (5,722) - - -
Net cash flows used in
financing activities (17,990) 40,000 (2,317) (9,125)
Net increase/(decrease) in cash held 5,608 11,380 (149) 180
Add opening cash brought forward 15,011 3,631 195 15
Decrease in restricted cash balances 1,869 - - -
CLOSING CASH CARRIED
FORWARD 24 (b) 22,488 15,011 46 195
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RAMSAY HEALTH CARE LIMITED AND CONTROLLED ENTITIES
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2004

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
The principal accounting policies adopted by the Group are set out below:
(a) Basis of Accounting

The financial report has been prepared in accordance with the historical cost convention, except for property and
certain plant and equipment, measured at fair value.

The financial report is a general-purpose financial report, which has been prepared in accordance with the

requirements of the Corporations Act 2001 which includes applicable Accounting Standards. Other mandatory
professional reporting requirements (Urgent Issues Group Consensus Views) have also been complied with.

(b) Changes in Accounting Policy
The accounting policies adopted are consistent with those of the previous year.
(c) Principles of Consolidation

The consolidated financial statements are those of the consolidated entity, comprising Ramsay Health Care Limited
(the parent entity) and all entities which Ramsay Health Care Limited controlled from time to time during the year
and at balance date.

Information from the financial statements of subsidiaries is included from the date the parent company obtains
control until such time as control ceases. Where there is loss of control of a subsidiary, the consolidated financial
statements include the results for the part of the reporting period during which the parent company has control.
Subsidiary acquisitions are accounted for using the purchase method of accounting.

All intercompany balances and transactions including unrealised profits arising from intra-group transactions, have
been eliminated in full. Unrealised losses are eliminated unless costs cannot be recovered.

(d) Foreign Currencies

Transactions in foreign currencies of entities within the consolidated entity are converted to local currency at the
rate of exchange ruling at the date of the transaction.

Amounts payable to and by the entities within the consolidated entity that are outstanding at the balance date and are
denominated in foreign currencies have been converted to local currency using rates of exchange ruling at the end of
the financial year, or where applicable the contractual exchange rate.

All exchange differences arising on settlement or restatement are brought to account in determining the profit or loss
for the financial period.

(e) Cash
Cash on hand and in banks and short-term deposits are stated at nominal value.

For the purposes of the Statement of Cash Flows, cash includes cash on hand and in banks, and money market
investments readily convertible to cash within two working days, net of outstanding bank overdrafts.
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RAMSAY HEALTH CARE LIMITED AND CONTROLLED ENTITIES
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2004

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

(f) Trade and Other Receivables

Trade receivables are recognised and carried at original invoice amount less a provision for any uncollectable debts.
An estimate for doubtful debts is made when collection of the full amount is no longer probable. Bad debts are
written-off as incurred. Interest is taken up as income on an accrual basis.

(9) Inventories

Inventories are recorded using the FIFO method and valued at the lower of cost and net realisable value. Inventories
include medical and food supplies to be consumed in providing future patient services.

(h) Investments

Investments are valued at the lower of cost and recoverable amount. Dividends, distributions, and interest are
brought to account when received.

(i) Recoverable Amount

Non current assets measured using the cost basis are not carried at an amount above their recoverable amount, and
where carrying values exceed this recoverable amount assets are written down. In determining recoverable amount
the expected net cash flows have been discounted to their present value, using a market determined risk adjusted
discount rate.

(j) Property, Plant and Equipment
Cost and Valuation

Property, plant and equipment, including land and buildings of licensed private hospitals are measured on a fair
value basis. At each reporting date, the value of each asset in these classes is reviewed to ensure that it does not
differ materially from the assets fair value at that date. Where necessary, the asset is revalued to reflect its fair value.
Any surplus on revaluation is credited directly to the asset revaluation reserve and excluded from income. Any net
downward revaluation of the class of assets in excess of the asset revaluation reserve previously recognized for that
class of asset, is recognised as an expense. Potential capital gains tax on assets acquired after the introduction of
capital gains tax has not been taken into account in determining the fair value.

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 qualifying assets having a total value in excess of $100,000, subject to the overall effect of such
capitalisation not being to overstate the recoverable amount of such asset. Costs related to development projects are
capitalised from the time the Company becomes the successful tenderer.

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.

Depreciation

All property, plant and equipment including capitalised leasehold assets, but excluding freehold land 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 useful lives of the
improvements. Costs of renewal and replacement of surgical instruments are charged directly against revenue.

Hospital and bed licences are stated at fair value and no amortisation has been provided against these assets as the

Directors believe that the life of such licences is of such duration, and the residual value would be such that the
amortisation charge, if any, would not be material.
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RAMSAY HEALTH CARE LIMITED AND CONTROLLED ENTITIES
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2004

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Depreciation is provided on a straight line basis on all property, plant and equipment other than freehold land.

Major depreciation periods are:

= Buildings and integral plant - 40 years
= Leasehold improvements - over lease term
=  Plant and equipment, other than plant integral to buildings - various periods not

exceeding 10 years
There has been no change in the depreciation periods from prior year.
(k) Intangible Assets
Goodwill
Purchased goodwill and goodwill arising on consolidation represents the excess of the purchase consideration over
the fair value of identifiable net assets acquired at the time of acquisition of a business or shares in a controlled

entity.

Goodwill is amortised on a straight line basis over the period during which benefits are expected to be received.
These periods range between 10 and 20 years.

(I) Trade, Other Payables, Sundry Creditors and Accrued Expenses

Liabilities for trade creditors and other amounts are carried at cost which is the fair value of the consideration to be
paid in the future for goods and services received, whether or not billed to the consolidated entity.

Payables to related parties are carried at the principal amount. Interest when charged by the lender, is recognised as
an expense on an accrual basis.

Deferred cash settlements are recognised at the principal amount of the outstanding consideration payable on the
acquisition of an asset.

(m) Interest Bearing Liabilities
All loans are measured at the principal amount. Interest is charged as an expense as it accrues.
(n) Leases

Leases are classified at their inception as either operating or finance leases based on the economic substance of the
agreement so as to reflect the risks and benefits incidental to ownership.

Operating Leases

The minimum lease payments of operating leases, where the lessor effectively retains substantially all of the risks
and benefits of ownership of the leased item, are recognised as an expense on a straight line basis.

Finance Leases
Finance lease liability is determined in accordance with the requirements of AASB 1008 “Leases”.
Leases which effectively transfer substantially all of the risks and benefits incidental to ownership of the leased item

to the Group are capitalised at the present value of the minimum lease payments and disclosed as property, plant and
equipment under lease. A lease liability of equal value is also recognised.
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RAMSAY HEALTH CARE LIMITED AND CONTROLLED ENTITIES
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2004

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Capitalised lease assets are depreciated over the shorter of the estimated useful life of the assets and the lease term.
Minimum lease payments are allocated between interest expense and reduction of the lease liability with the interest
expense calculated using the interest rate implicit in the lease and charged directly to the statement of financial
performance.

The cost of improvements to or on leasehold property is capitalised, disclosed as leasehold improvements, and
amortised over the unexpired period of the lease or the estimated useful lives of the improvements, whichever is the
shorter.

(o) Employee Benefits

Provision is made for employee benefits accumulated as a result of employees rendering services up to the reporting
date. These benefits include wages and salaries, annual leave and long service leave.

Liabilities arising in respect of wages and salaries, annual leave and any other employee entitlements expected to be
settled within twelve months of the reporting date are measured at their nominal amounts based on remuneration
rates which are expected to be paid when the liability is settled. All other employee benefit liabilities are measured
at the present value of the estimated future cash outflow to be made in respect of services provided by employees up
to the reporting date. In determining the present value of future cash outflows, the market yield as at the reporting
date on national government bonds, which have terms to maturity approximating the terms of the related liability are
used.

Employee benefit expenses and revenues arising in respect of the following categories:

wages and salaries, non-monetary benefits, annual leave, long service leave and other leave entitlements; and
other types of employee benefits;

are recognised against profits on a net basis in their respective categories.

The chief entity and controlled entities contribute to industry and individual superannuation funds. The entity
contributes to the funds at various agreed contribution levels, which are not less than the statutory minimum. Any
contributions made to the superannuation plans are recognised against profits when due.

The value of the executive performance rights scheme described in note 23 is not being charged as an employee
benefits expense.

(p) Revenue Recognition

Revenue is recognised to the extent that it is probable that the economic benefits will flow to the entity and the
revenue can be reliably measured. The following specific recognition criteria must also be met before revenue is
recognised:

Patient Revenue

Revenue from services is recognised on the date on which the services were provided to the patient.
Interest

Interest is accrued on a daily basis based on the principal amount and prevailing interest rate.
Dividends

Dividends are recognised when received.

Rental Revenue

Rental income is recognised on an accruals basis.
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RAMSAY HEALTH CARE LIMITED AND CONTROLLED ENTITIES
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2004

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Government Grants

Government grants are usually received in advance of the service being provided and generally have activity or
performance targets associated with the grant amount. Depending on the nature of the grant, grant amounts are
recorded as revenue a) in proportion to the costs incurred over the life of the associated project, b) based on actual
patient activity or ¢) based on the provisions of the grant. Grants made for sustainability purposes are recorded as
revenue when received.

(q) 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 permanent differences. To the extent timing differences occur
between the time items are recognised in the financial statements and when items are taken into account in
determining taxable income, the net related taxation benefit or liability, calculated at current rates, is disclosed as a
future income tax benefit or a provision for deferred income tax. The 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.

Where assets are revalued no provision for potential capital gains tax has been made.
The income tax expense for the year is calculated using the 30% tax rate.

Goods and Services Tax (GST)

Revenues, expenses and assets are recognised net of the amount of GST except:

o where the GST incurred on a purchase of goods and services is not recoverable from the taxation authority, in
which case the GST is recognised as part of the cost of acquisition of the asset or as part of the expense item as
applicable; and

e receivables and payables are stated with the amount of GST included.

The net amount of GST recoverable from, or payable to, the taxation authority is included as part of receivables or
payables in the Statement of Financial Position.

Cash flows are included in the Statement of Cash Flows on a gross basis and the GST component of cash flows
arising from investing and financing activities, which is recoverable from, or payable to, the taxation authority are
classified as operating cash flows.

Commitments and contingencies are disclosed net of the amount of GST recoverable from, or payable to, the
taxation authority.

(r) Earnings per Share (EPS)

Basic EPS is calculated as net profit attributable to members, adjusted to exclude costs of servicing equity (other
than dividends) and preference share dividends, divided by the weighted average number of ordinary shares,
adjusted for any bonus element.

Diluted EPS is calculated as net profit attributable to members, adjusted for:

e costs of servicing equity (other than dividends) and preference share dividends;

o the after tax effect of dividends and interest associated with dilutive potential ordinary shares that have been
recognised as expenses; and

o other non-discretionary changes in revenues or expenses during the period that would result from the dilution of
potential ordinary shares;

divided by the weighted average number of ordinary shares and dilutive potential ordinary shares, adjusted for any
bonus element.
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RAMSAY HEALTH CARE LIMITED AND CONTROLLED ENTITIES
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2004

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

(s) Provisions

Provisions are recognised when the economic entity has a legal, equitable or constructive obligation to make a future
sacrifice of economic benefits to other entities as a result of past transactions or other past events, it is probable that
a future sacrifice of economic benefits will be required and a reliable estimate can be made of the amount of the
obligation.

A provision for dividends is not recognised as a liability unless the dividends are declared, determined or publicly
recommended on or before the reporting date.

(t) Insurance

Insurance policies are entered into to cover the various insurable risks. These policies have varying levels of
deductibles.

Medical Malpractice Insurance

A provision is made to cover excesses arising under the Medical Malpractice Insurance Policy. This provision is
actuarially assessed at each reporting period.

Insurance Funding

Insurance premiums are prepaid at the beginning of each insurance period through an external insurance financier.
The insurance premiums are expensed over the period.

(u) Contributed equity
Issued and paid up capital is recognised at the fair value of the consideration received by the Company.

Any transaction costs arising on the issue of ordinary shares are recognised directly in equity as a reduction of the
share proceeds received.

(v) Derivative financial instruments

Interest rate swaps

Ramsay Health Care Ltd enters into interest rate swap agreements that are used to convert the variable interest rate
of its long term borrowings to long term fixed interest rates. The swaps are entered into with the objective of

reducing the risk of rising interest rates.

It is the company’s policy not to recognised interest rate swaps in the financial statements. Net receipts and
payments are recognised as an adjustment to interest expense.

(w) Comparatives

Where necessary, comparatives have been reclassified and repositioned for consistency with current year
disclosures.
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RAMSAY HEALTH CARE LIMITED AND CONTROLLED ENTITIES
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 30 JUNE 2004

2. REVENUE FROM ORDINARY

ACTIVITIES

Revenue from operating activities:
Revenue from services

Management fees

Controlled entities (fully owned)
Rental income

Other persons/corporations
Guarantee fee

Controlled entities (fully owned)
Bad debts recovered
Income from ancillary services
Total revenue from operating activities

Revenue from non-operating activities:
Dividends and distributions
Other persons/corporations
Controlled entities (fully owned)
Interest
Controlled entities (fully owned)
Other persons/corporations
Proceeds on sale of property, plant and
equipment

Total revenue from outside the operating
activities

Total revenues from ordinary activities

Consolidated

Ramsay Health Care

Limited

2004 2003 2004 2003

$000 $000 $000 $000
752,253 646,252 - -
- - 619 497
6,773 6,624 - -
- - 2,500 2,500
44 53 - -
8,589 9,248 - -
767,659 662,177 3,119 2,997
445 - - -
- - - 9,303
- - 1 2
784 861 - -
385 563 - -
1,614 1,424 1 9,305
769,273 663,601 3,120 12,302
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RAMSAY HEALTH CARE LIMITED AND CONTROLLED ENTITIES
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2004

Consolidated Ramsay Health Care
Limited
2004 2003 2004 2003
$000 $000 $000 $000
3. EXPENSES AND LOSSES/
(GAINS)
(a) Expenses
Amortisation of non-current assets:
- Goodwill 658 606 -
- Leasehold improvements 405 282 -
- Capitalised leased assets 469 721 -
1,532 1,609 -
Depreciation of non-current assets:
- Plant and equipment 19,226 16,980 -
- Buildings 7,547 6,136 -
26,773 23,116 -
Total depreciation and amortisation 28,305 24,725 -
Bad and doubtful debts:
- Trade debtors 295 289 -
Rental - operating leases 5,837 5,701 -
Contributions to superannuation funds 25,194 21,569 -

Borrowing costs:
- Interest expense

Other persons/corporations 16,284 13,410 -

- Finance charges - lease liability 112 264 -
- Other Borrowing costs associated with

2004 refinancing 2,788 - -

Total Borrowing Costs 19,184 13,674 -

Less: Borrowing Costs Capitalised (2,788) - -

Total Borrowing Costs Expensed 16,396 13,674 -

(b) Losses / (Gains)

Net (gain) / loss on disposal of property,
plant and equipment 523 (107) -

(c) Specific Items

- Due diligence costs associated with the
unsuccessful bid for Mayne’s Hospital

portfolio 2,493 - -

- Write off of borrowing costs associated
with 2001 refinancing 2,156 - -
4,649 - -
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RAMSAY HEALTH CARE LIMITED AND CONTROLLED ENTITIES
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2004

Consolidated Ramsay Health Care
Limited
Notes 2004 2003 2004 2003
$000 $000 $000 $000

4. INCOME TAX
The prima facie tax on profit from ordinary
activities differs from the income tax provided in
the financial statements as follows:
Profit from ordinary activities before income tax 56,670 53,545 1,953 11,371
Prima facie tax on profit from ordinary activities
at 30% (2003: 30%) 17,001 16,063 586 3,414
Tax effect of permanent differences:

- Net allowable deductions/add backs 1,453 427 - -

- Rebateable Dividends - - - (2,794)
Overprovision (137) - - -
Income tax expense attributable to
ordinary activities 18,317 16,490 586 620
Deferred tax assets and liabilities
Current tax payable 11,971 11,481 611 -
Provision for deferred income tax — non-current 20 31,674 31,367 - 1,368
Future income tax benefit — non-current 12 25,062 21,976 263 1,669

Tax consolidation

Effective 1 July 2003, for the purposes of income taxation, Ramsay Health Care Ltd and its 100% owned
subsidiaries have formed a tax consolidated group. Members of the group intend to enter into a tax sharing
arrangement to allocate income tax expense to the wholly-owned subsidiaries on a pro-rata basis. In addition, the
agreement will provide for the allocation of income tax liabilities between the entities should the head entity default
on its tax payment obligations. The head entity of the tax consolidated group is Ramsay Health Care Ltd. Ramsay
Health Care Ltd has formally notified the Australian Taxation Office of its adoption of the tax consolidation regime.
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RAMSAY HEALTH CARE LIMITED AND CONTROLLED ENTITIES
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 30 JUNE 2004

5. DIVIDENDS PAID OR
PROVIDED FOR ON
ORDINARY SHARES

(a) Dividends paid during the year:
(i) Interim dividend paid
Franked dividends — ordinary
(7.5 cents per share) (2003:6.5 cents per share)

(ii) Previous year final dividend paid
Franked dividends — ordinary
(9 cents per share) (2003:Nil cents per share)
Unfranked dividends — ordinary
(Nil cents per share) (2003: 6.5 cents per share)

(b) Dividend proposed and not recognised
as a liability:

(i) Current year final dividend proposed
Franked dividends — ordinary
(10 cents per share) (2003:9 cents per share)

(c) Franking credit balance

The amount of franking credits available for the

subsequent financial year are:

- franking account balance as at the end of the
financial year at 30% (2003: 30%)

- franking credits that will arise from the payment
of income tax payable as at the end of the
financial year *

- franking debits that will arise from the payment
of dividends as at the end of the financial year

- franking credits that will arise from the receipt of
dividends recognised as receivables at the
reporting date

Consolidated

Ramsay Health Care

Limited

2004 2003 2004 2003

$000 $000 $000 $000
9,670 8,360 9,670 8,360
11,603 - 11,603 -
- 8,328 - 8,328
21,273 16,688 21,273 16,688
12,893 11,604 12,893 11,604
- - 12,796 583
- - 21,792 -
- - (9,579) (3,581)
- - - 4,164

* As Ramsay Health Care Ltd and its 100% owned subsidiaries have formed a tax consolidated group, effective

1 July 2003, this represents the current tax payable for the group.

The tax rate at which paid dividends have been franked is 30% (2003: 30%). 100% of the proposed dividends will

be franked at the rate of 30% (2003: 30%).
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RAMSAY HEALTH CARE LIMITED AND CONTROLLED ENTITIES
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2004

Consolidated Ramsay Health Care
Limited
2004 2003 2004 2003
$000 $000 $000 $000
6. RECEIVABLES (CURRENT)
Trade debtors 67,834 64,627 -
Provision for doubtful debts (2,148) (2,328) -
65,686 62,299 -
Other debtors 9,476 5,731 74 66
Provision for doubtful debts (389) (279) -
9,087 5,452 74 66
74,773 67,751 74 66

Terms and Conditions:

Trade debtors are carried at nominal amounts due less any provision for doubtful debts. A provision for doubtful
debts is recognised when collection of the full nominal amount is no longer probable. Credit sales are mainly on 15
to 30 day terms, dependent on the conditions of specific contracts.

Concentration of Credit Risk:

The economic entity’s maximum exposure to credit risk at balance date is the carrying value of those assets as
indicated in the balance sheet. This does not take into account the value of any security held in the event of other
entities/parties failing to perform their obligations under the financial instruments in question.

The economic entity’s credit risk is low in relation to trade debtors because the majority of transactions are with the
Government and Health Funds. Other debtors primarily relates to rental and ancillary services. Concentration of
credit risk on trade debtors arise as follows:

Consolidated Maximum Credit Risk Exposure

Percentage of Total Trade Debtors
(%) $000
2004 | 2003 2004 | 2003
Health funds 68 70 44,705 43,556
Government 21 21 13,864 13,181
Other 11 9 7,117 5,562
100 100 65,686 62,299
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RAMSAY HEALTH CARE LIMITED AND CONTROLLED ENTITIES
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2004

Consolidated Ramsay Health Care
Limited
2004 2003 2004 2003
$000 $000 $000 $000
7. INVENTORIES (CURRENT)
Amount of medical and food supplies
to be consumed in providing future
patient services - at cost 12,849 11,189 - -
8. OTHER ASSETS (CURRENT)
Prepayments 11,346 13,766 - -
9. OTHER FINANCIAL ASSETS
(NON-CURRENT)
Investments at cost comprise:
Ordinary Shares:
- Listed on a prescribed stock exchange 25 10 - -
- Other 138 110 - -
163 120 - -
Units in unit trust:
- Listed on a prescribed stock exchange 77 60 - -
- Unsecured notes — unlisted 65 65 - -
142 125 - -
305 245 - -
Investment in controlled entities:
- Unlisted shares and units 9 (a) - - 139,997 149,997
305 245 139,997 149,997

Listed shares and units are carried at the lower of cost or recoverable amount. Dividend income is recognised when
the dividends are received from the investee.

Unlisted shares and notes are carried at the lower of cost or recoverable amount. Distributions are recognised as
income when received.
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RAMSAY HEALTH CARE LIMITED AND CONTROLLED ENTITIES

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 30 JUNE 2004

9. OTHER FINANCIAL ASSETS

(NON-CURRENT) (continued)
9 (a) Investments in controlled
entities

Investments in controlled entities comprise:;

Retrogen Sdn Bhd # (in liquidation)
RHC Nominees Pty Limited

RHC Developments Pty Limited and its
Controlled entities:
Health Care Development Unit Trust

Ramsay Health Care Investments Pty
Limited and its controlled entities:
Ramsay Hospital Holdings Pty Limited
Ramsay Hospital Holdings (Queensland)
Pty Limited
Ramsay Aged Care Holdings Limited and its
controlled entity Pty Ltd
Ramsay Aged Care Pty Limited
Ramsay Aged Care Properties Pty Ltd
Glad Pty Limited

Ramsay Centauri Pty Limited and its
controlled entities:
Alpha Healthcare Pty Limited and its
controlled entities
Alpha Pacific Hospitals Pty Limited
Alpha Westmead Private Hospital Pty
Limited
APL Hospital Holdings Pty Ltd
Bowral Management Company Pty
Limited
Health Care Corporation Pty Limited
Herglen Pty Limited

Balance carried forward

Country of
Incorporation

Malaysia
Australia

Australia

Australia
Australia

Australia
Australia
Australia

Australia
Australia

Australia
Australia
Australia

Australia
Australia

Australia

Australia
Australia

29

Beneficial
Percentage Held
2004 2003

% %

- 100%
100% 100%
100% 100%
100% 100%
100% 100%
100% 100%
100% 100%
100% 100%
100% 100%
100% -
100% -
100% 100%
100% 100%
100% 100%
100% 100%
100% 100%
100% 100%
100% 100%
100% 100%

Ramsay Health Care

Limited

2004 2003
$000 $000

- 10,000
139,997 139,997

* *

* *
139,997 149,997




RAMSAY HEALTH CARE LIMITED AND CONTROLLED ENTITIES
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 30 JUNE 2004

9. OTHER FINANCIAL ASSETS

(NON-CURRENT) (continued)
9 (a) Investments in controlled
entities (continued)

Balance brought forward

Ramsay Centauri Pty Limited and its
controlled entities (continued):
Alpha Healthcare Pty Limited and its
controlled entities (continued):
Illawarra Private Hospital Holdings
Pty Limited
Mt Wilga Pty Limited
Northern Private Hospital Pty Limited
Sibdeal Pty Limited
Simpac Services Pty Limited
Westmead Private Hospital Pty
Limited
Workright Pty Limited

Ramsay Health Care Australia Pty
Limited and its controlled entities:
Ramsay Professional Services Pty
Limited
Phiroan Pty Limited
New Farm Hospitals Pty Limited

Ramsay Health Care (Victoria) Pty
Limited

Adelaide Clinic Holdings Pty Limited
Ramsay Health Care (South
Australia) Pty Limited

North Shore Private Hospital Pty Limited
E Hospital Pty Limited

Ramsay Health Care Services

(QLD) Pty Limited

Ramsay Health Care Services

(VIC) Pty Limited

Ramsay Health Care Services

(WA) Pty Limited

Balance carried forward

Country of
Incorporation

Australia
Australia
Australia
Australia
Australia

Australia

Australia

Australia

Australia

Australia
Australia

Australia
Australia

Australia
Australia
Australia
Australia

Australia

Australia
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Beneficial
Percentage Held
2004 2003

% %
100% 100%
100% 100%
100% 100%
100% 100%
100% 100%
100% 100%
100% 100%
100% 100%
100% 100%
100% 100%
100% 100%
100% 100%
100% 100%
100% 100%
100% 100%
100% 100%
100% -
100% -
100% -

Ramsay Health Care

Limited
2004 2003
$000 $000
139,997 149,997
139,997 149,997




RAMSAY HEALTH CARE LIMITED AND CONTROLLED ENTITIES

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2004

Country of Beneficial
Incorporation  Percentage Held

2004
%
9. OTHER FINANCIAL ASSETS

(NON-CURRENT) (continued)
9 (a) Investments in controlled
entities (continued)

Balance brought forward

Ramsay Health Care Australia Pty
Limited and its controlled entities (continued):
Ramsay Health Care (Asia
Pacific) Pty Limited and its
controlled entities: Australia 100%
Ramsay Health and Management
Services Sdn Bhd # (in liquidation) Malaysia 100%

# Audited by other member firms of Ernst & Young International
* Denotes $2.00
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2003
%

100%

100%

Ramsay Health Care

Limited
2004 2003
$000 $000
139,997 149,997
139,997 149,997




RAMSAY HEALTH CARE LIMITED AND CONTROLLED ENTITIES
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2004

Consolidated Ramsay Health
Care Limited
2004 2003 2004 2003
$000 $000 $000 $000
10. PROPERTY, PLANT AND
EQUIPMENT
Licensed private hospitals at fair value (a) 441,620 439,020 -
Leasehold improvements — at cost 10,980 10,676 -
Less: accumulated amortization (2,120) (1,643) -
8,860 9,033 -
Total land and buildings 450,480 448,053 -
Plant and equipment
Plant and equipment — at cost 176,102 154,816 -
Less: accumulated depreciation (108,760) (92,038) -
67,342 62,778 -
Plant and equipment under lease 3,264 3,709 -
Less: accumulated amortization (2,002) (1,992) -
1,262 1,717 -
Total plant and equipment 68,604 64,495 -
Total property, plant and equipment 519,084 512,548 -

(@  Valuations
The fair values of hospital assets have been determined at 30 June 2004 by reference to director valuations,
based upon independent valuations previously obtained. These independent valuations were performed on 30
June 2003. Such valuations are performed on an open market basis, being the amounts for which the assets
could be exchanged between a knowledgeable willing buyer and a knowledgeable willing seller in an arm’s
length transaction at the valuation date.

(b)  Assets pledged as security

Refer to note 28 and 31.
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RAMSAY HEALTH CARE LIMITED AND CONTROLLED ENTITIES
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2004

10. PROPERTY, PLANT AND EQUIPMENT (continued)
(c) Reconciliation

Reconciliations of the carrying amounts of hospital land and buildings and plant and equipment at the
beginning and end of the current financial year:

Consolidated Ramsay Health
Care Limited

2004 2003 2004 2003
$000 $000 $000 $000

Notes
Licensed private hospitals
Carrying amount at beginning 439,020 374,709 -
Additions 10,148 56,613 -
Net amount of revaluation increments less decrements 22 (a) (i) - 101 -
Additions through acquisition of entities/operations 24 (d) - 13,733 -
Depreciation expense 3(a) (7,547) (6,136) -
441,621 439,020 -
Leasehold improvements
Carrying amount at beginning 9,033 7,550 -
Additions 232 1,765 -
Disposals (35) - -
Additions through acquisition of entities/operations 24 (d) 35 - -
Depreciation expense 3(a) (405) (282) -
8,860 9,033 -
Plant and equipment at cost
Carrying amount at beginning 62,778 54,442 -
Additions 23,732 22,320 -
Disposals (762) (178) -
Additions through acquisition of entities/operations 24 (d) 820 3,174 -
Depreciation expense 3(a) (19,226) (16,980) -
67,342 62,778 -
Plant and equipment under lease
Carrying amount at beginning 1,717 2,715 -
Additions - - -
Disposals (111) (277) -
Additions through acquisition of entities/operations 24 (d) 124 - -
Depreciation expense 3(a) (469) (721) -
1,261 1,717 -
Total property, plant and equipment 519,084 512,548 -
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Consolidated Ramsay Health Care
Limited
Notes 2004 2003 2004 2003
$000 $000 $000 $000
11. INTANGIBLE ASSETS
Goodwill 9,737 7,827 - -
Accumulated amortisation (1,741) (1,083) - -
7,996 6,744 - -
12. DEFERRED TAX ASSETS
Future income tax benefit 25,062 21,976 263 1,669
13. OTHER ASSETS
(NON CURRENT)
Capitalised borrowing costs 2,788 4,790 - -
Accumulated amortisation - (1,837) - -
2,788 2,953 - -
Advance payment for investment in
Benchmark Healthcare 13,478 - - -
16,266 2,953 - -

The amortisation of borrowing costs for 2003 is included in interest expense. Nil applicable in 2004 as borrowing
costs were capitalised at end of financial year.

14. ACCOUNTS PAYABLE

(CURRENT)
Accounts payable 49,935 41,205 - -
Deferred payment 1,133 3,293 - -
Revenue in Advance 10,072 8,241 - -
Sundry creditors and accrued expenses 21,691 26,376 12 11

82,831 79,115 12 11

The deferred payment relates to deferred contingent purchase consideration in relation to the acquisition of Silver
Circle.

15. INTEREST BEARING
LIABILITIES (CURRENT)

Secured:

- Bank loans (b) 31 - 18,371 - -
- Lease 