











Weighted average number of converted, lapsed, or cancelled potential ordinary shares

included in the calculation of diluted earnings per share:

2008
No.

2007
No.

&) Healthscope

Consolidated

Company

2008
$'000

2007
$'000

2008
$'000

2007
$'000

Options to purchase ordinary shares pursuant to the employee share

option plan

43,407

Note 20: Dividends

Consolidated

Company

Note 21: Commitments For Expenditure

Capital expenditure commitments:

Capital expenditure projects

32,727

25,688

13,570

19,150

2008
$'000

2007
$'000

2008
$000

2007
$'000

Recognised Amounts

Interim fully franked ordinary dividend
of 9.5 cents (2007: 8.5 cents) per
share franked at a tax rate of 30%
(2007: 30%), paid on 7 April 2008.

Previous year final

Final fully franked ordinary dividend
of 7.5 cents (2007: 7.5 cents) per
share franked at the tax rate of 30%
(2007: 30%) paid on 8 October 2007.

22,750

21,426

20,074

17,430

22,750

21,426

20,074

17,430

Payable:
- Not longer than 1 year

- Longer than 1 year but no longer
than 5 years

32,727

25,688

13,570

19,150

32,727

25,688

13,570

19,150

44,176

37,504

44,176

37,504

Unrecognised Amounts

Fully franked ordinary dividend of

10.0 cents (2007: 9.0 cents) per share
payable to shareholders registered on
6 October 2008.

24,420

21,391

24,420

21,391

Note 22: Contingent Liabilities

Estimates of material amounts of
contingent liabilities, not provided for
in the financial report:

Retirement and termination benefits
payable in certain circumstances

to executive officers under service
agreement.

1,316

1172

1,316

1172

Balance of the franking account at
year end includes franking credits
arising from payment of provision for
income tax and franking debits arising
from payment of dividends.

Impact on franking account balance
of dividends not recognised

18,449

(10,466)

24,906

(9,168)

The parent entity has given a bank
guarantee of $670,000 (2007
-$987,000) to the Work Cover
Corporation of South Australia,

in order to satisfy certain statutory
agreements.

670

987

670

987

The parent entity has given bank
guarantees of $6,825,000 in respect
of property leases.

6,825

5,156

6,825

5,156
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Note 23: Leases
(a) Finance lease commitments:

Consolidated Company
2008 2007 2008 2007
$'000 $'000 $'000 $'000
Minimum future lease payments
Payable
- Not later than 1 year 1,937 2,068 160 160
- Later than 1 year but no later than
5 years 1,939 4,053 800 640
- Later than 5 years 104 320 - 320
Minimum lease payments 3,980 6,441 960 1,120
Less future finance charges (491) (791) (227) (300)
Present value of minimum lease
payments 3,489 5,650 733 820

These commitments represent future payments for various plant and equipment, computer
and telephone systems and have been recognised as a liability in the current financial year.

Present value of minimum lease
payments

Payable
- Not later than 1 year 1,696 1173 96 87
- Later than 1 year but no later than

b years 1,702 4,186 637 442
- Later than 5 years 91 291 - 291
Present value of minimum lease
payments 3,489 5,650 733 820
Included in the financial statements:
Current borrowings (Note 15) 1,696 1173 96 87
Non current borrowings (Note 15) 1,793 4,477 637 733
Total 3,489 5,650 733 820

In relation to finance leases there are no restrictions imposed by lease arrangements.
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(b) Operating lease commitments:

Non-cancellable operating leases contracted for but not capitalised in the financial report

Consolidated Company
2008 2007 2008 2007
$'000 $'000 $'000 $'000
Payable:
- Not later than 1 year 36,395 22,366 3,306 2,920
- Later than 1 year but no later than 95,630 48,137 17,201 4,339
b years
- Later than 5 years 77,208 63,920 20,861 5,269
209,233 134,423 41,368 12,628

The property leases are non-cancellable leases with varying terms.



NOTE 24: SUBSIDIARIES

Name of Entity

0,
County of % Owned

&) Healthscope

Incorporation 2008% 2007 %

Parent Entity:

HEALTHSCOPE LIMITED Australia

Subsidiaries

HOSPITALS

Healthscope South Australia Pty Ltd Australia 100 100
Healthscope (Tasmania) Pty Ltd Australia 100 100
Healthscope (Tasmania Finance) Pty Ltd Australia 100 100
Maybury Craft Pty Ltd Australia 100 100
Darwin Private Hospital Pty Ltd Australia 100 100
Australian Hospital Care (Como) Pty Ltd Australia 100 100
Australian Hospital Care (Dorset) Pty Ltd Australia 100 100
Australian Hospital Care (Knox) Pty Ltd Australia 100 100
Australian Hospital Care (Lady Davidson) Pty Ltd Australia 100 100
Australian Hospital Care (Ringwood) Pty Ltd Australia 100 100
The Victorian Rehabilitation Centre Pty Ltd Australia 100 100
Healthscope Investments Pty Ltd Australia 100 100
Melbourne Hospital Pty Limited Australia 100 100
P.O.W Hospital Pty Ltd Australia 100 100
Brisbane Private Hospital Pty Ltd Australia 100 100
QPH Wickham Pty Ltd Australia 100 100
Newecastle Private Hospital Pty Ltd Australia 100 100
Nova Health Pty Limited Australia 100 100
Brisbane Waters Administration Pty Ltd Australia 100 100

County of % Owned

Name of Entity Incorporation 2008% 2007 %
Brisbane Waters Equities Pty Ltd Australia 100 100
HCA Holdings (Southport) Pty Ltd Australia 100 100
HCA Management Company Pty Ltd Australia 100 100
Pacific Private Hospital Pty Ltd Australia 100 100
Allamanda Private Hospital Pty Ltd Australia 100 100
Allamanda Surgicentre Pty Ltd Australia 100 100
Rivercity Private Hospital Pty Ltd Australia 100 100
Tweed Surgicentre Pty Ltd Australia 100 100
PATHOLOGY AUSTRALIA

Advanced Medical Technology Pty Ltd Australia 100 100
A.C.N 009 076 555 Pty Ltd Australia 100 100
ATTEB M. Pty Ltd Australia 100 100
Clinical Laboratories Pty Ltd Australia 100 100
FHIC Pty Ltd Australia 100 100
General Pathology Laboratories Pty Ltd Australia 100 100
Gribbles Molecular Science Pty Ltd Australia 100 100
Gribbles Administrative Services Pty Ltd Australia 100 100
Gribbles DAR. Pty Ltd Australia 100 100
Gribbles IP Holdings Pty Ltd Australia 100 100
Gribbles Medical Research Pty Ltd Australia 100 100
Gribbles Pathology Pty Ltd Australia 100 100
Gribbles Services Pty Ltd Australia 100 100
Latot C.A. Pty Ltd Australia 100 100
Mazlin Investments Pty Ltd Australia 100 100
Medical Marketing Research Pty Ltd Australia 100 100
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Name of Entity

0,
County of % Owned

Incorporation 2008% 2007 %

Name of Entity

% Owned

Note 24: Subsidiaries (continued)
PATHOLOGY AUSTRALIA (continued)

Revesco Investments Pty Ltd Australia 100 100
Spectrum Medical Services Pty Ltd Australia 100 100
The Gribbles Group Pty Ltd Australia 100 100
Histoderm Pty Ltd Australia 100 100
28-050-049-780 Pty Ltd Australia 100 100
43065317 106 Pty Ltd Australia 100 100
96 002 869 632 Pty Ltd Australia 100 100
Davies, Campbell & de Lambert Pty Limited Australia 100 100
Medibill Pty Ltd Australia 100 100
MEDICAL CENTRES

D F G Clinics Pty Ltd Australia 100 100
Skin Alert Pty Ltd Australia 100 100
NM&IG Medical Pty Ltd Australia 100 25
PATHOLOGY INTERNATIONAL

Healthscope New Zealand Limited New Zealand 100 100
Gribbles Pathology NZ Limited New Zealand 100 100
Gribbles Veterinary Pathology Limited New Zealand 100 100
Labnet Invermay Limited New Zealand 100 100
Northland Pathology Laboratory Limited New Zealand 100 100
Labtests Limited New Zealand 100 100
Lab Tests Auckland Ltd New Zealand 100 100
New Zealand Diagnostic Group Holdings Ltd New Zealand 100 -
New Zealand Diagnostic Group Ltd New Zealand 100 -
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Southern Community Laboratories Ltd
Riccarton Radiology Ltd

SCL Hawkes Bay Ltd

Moorhouse Radiology Ltd

SCL Canterbury Ltd

SCL Otago Southland Ltd

SCL Otago Southland Services Ltd

SCL Otago Southland Code Services Ltd
Gribbles Pathology (Malaysia) SDN BHD
Gribbles Cytology Services SDN BHD
Gribbles Environmental Health Services SDN BHD
Gribbles Veterinary Services SDN BHD
GPM Logistics SDN BHD

The Gribbles Group (Mauritius) Limited
Gribbles Pathology (Singapore) Pte Ltd
The Medical Laboratory (S) Pte Ltd
Quest Laboratories Pte Ltd

Doctorslab Diagnostics Pte Ltd

County of

Incorporation 2008% 2007 %
New Zealand 100 -
New Zealand 100 -
New Zealand 100 -
New Zealand 75 -
New Zealand 100 -
New Zealand 100 -
New Zealand 100 -
New Zealand 100 -
Malaysia 100 100
Malaysia 100 100
Malaysia 100 100
Malaysia 100 100
Malaysia 100 100
Mauritius 100 100
Singapore 100 100
Singapore 100 100
Singapore 100 100
Singapore 100 100

Healthscope Limited is the head entity within the group.

All Australian incorporated subsidiaries listed above are part of the tax consolidated group.

All Australian incorporated subsidiaries listed above have entered into a deed of cross
guarantee with Healthscope Limited pursuant to ASIC Class Order 98 / 1418 and are
relieved from the requirement to prepare and lodge audited financial reports.



Deed of Cross Guarantee

&) Healthscope

2008 2007
) ) o ) $'000 $'000
The consolidated income statement and balance sheet of the entities listed above which are Balance Sheet
party to the deed of cross guarantee, are: CURRENT ASSETS
Cash and cash equivalent 215 -
2008 2007 Trade and other receivables 82,229 22,370
, , Prepayments 16,197 8,739
$000 $'000 Inventories 31,810 14,352
Income Statement TOTAL CURRENT ASSETS 130,451 45,461
Revenue 1,428,023 699,305 NON CURRENT ASSETS
Receivables 6,957 6,964
Expenses (1,258,493) (575,078) Other financial assets 3,367 -
Share of net profits of associates and joint ventures accounted Property, plant and equipment 668,853 418,910
for using the equity method 2,246 - Investments 13,272 13,272
Profit before Amortisation, Depreciation, Borrowing costs IAntangltiIes \vable f lated entit 7309?25 1795;3[512
and Income Tax (EBITDA) 171,776 124,227 mount receivab'e from related entities ' '
Deferred Expenditure - -
Depreciation, amortisation of property, plant and equipment (41,910) (16,935) Deferred tax assets 35,086 14,495
Profit before Borrowing Costs and Income Tax (EBIT) 129,866 107,292 TOTAL NON CURRENT ASSETS 1,566,929 1,403,142
) TOTAL ASSETS 1,697,380 1,448,603
Finance Costs (51,916) (46,557) CURRENT LIABILITIES
Payables 124,527 88,134
. . Deferred purchase consideration 3,618 1,018
Profit before income tax expense 77,950 60,735 Interest bearing liabilities 12,626 22996
Income tax expense (22,108) (9,368) Current tax liabilities 11,785 1,715
Net Profit after income tax 55,842 51,367 Provisions 76,668 32,384
- - - Other - 7,043
Net Profit attributable to members of the parent ent|ty 55,842 51,367 TOTAL CURRENT LIABILITIES 229 224 153,290
NON CURRENT LIABILITIES
Interest bearing liabilities 591,793 530,732
Deferred purchase consideration 2,265 5,522
Provisions 17,204 4,624
Deferred Tax Liabilities 33,491 -
TOTAL NON CURRENT LIABILITIES 644,753 540,878
TOTAL LIABILITIES 873,977 694,168
NET ASSETS 823,403 754,435
EQUITY
Contributed equity 768,832 737,806
Reserves (1,271) 2,250
(Accumulated Losses) / Retained earnings 55,842 14,379
TOTAL EQUITY 823,403 754,435
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Note 25: Acquisition of Businesses Acquisition of NM & IG Medical Pty Ltd

On 31st October 2007, Healthscope Limited acquired the outstanding 75% of NM &

Proportion Cost of ) ) ‘ )
Principle Date of of Shares  Acquisition IG Medical Pty Ltd. The purchase consideration was $26,438 thousand. Details of the
Names of Businesses Acquired  Activity Acquisition  Acquired % $'000 composition of the acquisition is as follows:
2008 Controlled Entities Fair Value  Revised Net
NM&IG Medical Pty Ltd Medical Centres 31/10/07 100 24,285 Book Value  adjustments Assets
New Zealand Diagnostic Group Pathology 18/12/07 100 27,271 $7000 $000 $7000
Deferred consideration in respect Book value and fair value assets Acquired:
of prior year acquisitions 5,952 Cash and cash equivalents 1,269 - 1,269
57,508 Trade receivables 1,821 (416) 1,405
Other receivables 556 33 589
2007 Controlled Entities Plant & equipment 1,267 . 1.267
Gribbles (Pathology) Malaysia Pathology 21/08/06 42.77 8,302 Deferred tax asset 226 - 226
DoctorsLab Diagnostics Pte Ltd  Pathology 12/12/06 100 4,963 Payables and accruals (2,017) 318 (1.699)
Empl itl 1 - 1
Brisbane Private Private Hospital 12/02/07 100 74,810 mployee entitiements 1.056) (1.056)
) ) . Provisions (106) (105) (211)
Newcastle Private Private Hospital 01/06/07 100 10,146
. o 1,960 (170) 1,790
Skin Alert Skin Clinics 20/06/07 100 4,087 - -
Fair value of net assets acquired 1,790
Deferred consideration in respect o o
of prior year acquisitions 6.607 Goodwill arising on acquisition 24,648
108,915 26,438
Consideration
Cash 23,315
Costs on acquisition 970
Total cash consideration 24,285
Loan on acquisition 2,153
Total net consideration paid 26,438

The initial accounting for the acquisition of NM & IG Medical Pty Ltd has only been
provisionally determined at reporting date. At the date of the finalisation of this report,
necessary market valuations and other calculations have not been finalised and the
adjustment to deferred tax liabilities and goodwill noted above has therefore only been
provisionally determined based on directors’ best estimate of the likely tax values.
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&) Healthscope

Acquisition of New Zealand Diagnostics Group Note 26: Notes to Cash Flow Statements
On 18 December 2007 the Group acquired 100% of New Zealand Diagnostic Group Consolidated Company
Holdings Ltd anq its wholly oqugd sgb5|d|ar|es. The purchase consideration was $25,162 2008 2007 2008 2007
thousand. Details of the acquisition is as follows:
$'000 $'000 $'000 $'000
Fair Value  Revised Net (a) Reconciliation of cash and cash equivalents
Book Value adjustments Assets
Cash Assets
$'000 $'000 $'000
- Cash and cash equivalents 2,108 2,441 - -
Fair value of net assets
Cash 254 ) 254 Bank overdraft (refer Note 15) - - (606) (1,378)
Receivables 4,710 _ 4,710 2,108 2,441 (606) (1,378)
Inventory 1,092 ~ 1,092 Reconciliation of Cash
Property, plant and equipment 3,088 (69) 3,019 Cash at_the end of the financial year as
shown in the statement of cash flows
Investments 64 B 64 is reconciled to items in the statement
Deferred tax assets 656 - 656 of financial position as follows:
Payables (9,838) 122 (9,716) Cash on hand - - - -
Borrowings (648) 648 - Cash at bank / (overdraft) 2,108 2,441 (606) (1,378)
Provisions (343) - (343) 2,108 2,441 (606) (1,378)
Loans (1,339) 1,339 -
Fair value of net assets acquired (2,304) 2,040 (264) (b) Finance Facilities
Goodwill arising on acquisition 27,535 Major standby arrangements with banks to provide funds and support facilities
27,271 Bank overdraft credit facility 5,000 5,000 5,000 5,000
Consideration Cash at Bank 2,108 2,441 - -
Cash 26,873 Amount utilised - - (606) (1,378)
Costs on acquisition 398 Unused credit facility 7,108 7,441 4,394 3,622
Total cash consideration 27,21 Credit facility 875,000 600,000 875,000 600,000
The initial accounting for the acquisition of the New Zealand Diagnostic Group has only Amount utilised (595,000) (545,000) (595,000) (545,000)
been provisionally determined at reporting date. At the date of the finalisation of this Unused credit facility 280,000 55,000 280,000 55,000
report, necessary market valuations and other calculations have not been finalised and the Receivables Securitisation facility 110,000 110,000 110,000 110,000
adjugtment to deferr_ed tax I|ab|||t|es‘and go?dell notgd above has.therefore only been Amount utilised (91,128) (78,900) (91,128) (78,900)
provisionally determined based on directors’ best estimate of the likely tax values. R
Unused credit facility 18,872 31,100 18,872 31,100
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Note 26: Notes to Cash Flow Statements (continued) (e) Reconciliation of net cash provided by / (used in) operating activities with
c) Businesses Acquired operating profit after income tax

During the financial year, the Group acquired two businesses. The net cash outflow on Consolidated Company
acquisitions was $57508 thousand. Refer to Note 25 for further details of these acquisitions. 2008 2007 2008 2007
d) Discontinued operations $7000 $'000 $000 $'000
Operating profit after income tax 64,438 84,280 71,049 58,400
On 1st October 2006, Healthscope Limited divested Dubbo Private Hospital, LaTrobe Non-cash flows in operating orofit
. . . . . . . - WS i i i
Private Hospital, North West Private Hospital and The Palm Beach Clinic. The consideration o P . g.p
on disposal was $38,349,676. The result of the discontinued operations which have been - Depreciation and amortisation 43,323 35,266 17,740 14,847
included in the income statement are as follows. - Unrealised foreign currency losses (108) (104) - -
2007 - Dividends received and receivable - - (72,409) (30,478)
$'000 - (Profit)/Loss on sale of property,
Contribution to the Group: plant & equipment - (714) - 10
Revenue 10176 - Loss on write-off of property,
Expenses incurred (5,981) plant & equipment 293 598 426 -
Profit before tax from operations 4,195 - (Profit) on sale of investment (66) (16,513) - (16,513)
| i 1,2
ncome tax expense on operations 1,269) - Employee Performance Rights 1,008 1,138 1,098 1,138
Profit after tax from operations 2,936 ) )
Profit on disposal of operations 16,513 - Write-down in non-recoverable assets 16,425 - 16,425 -
Attributable income tax (1,428) - Capitalised interest to qualifying asset (2,188) - (369) -
Profit after tax on disposal 15,085 Share of profit in Joint Venture entities (270) (293) - (1,802)
Profit for the year from discontinued operations 18,021 Movement in deferred tax asset (3,222) (3,158) 834 (4,329)
Net Cash inflow on disposal ) o
A Movement in current tax liability (4,018) 6,234 (1,378) (850)
Proceeds on sale of business 38,350 ) o
Costs incurred in disposal (1,000) Movement in deferred taxes liability 7,683 (291) 6,299 (2,654)
Net Assets Disposed: 37,350 Changes in assets and liabilities:
Cash and cash equivalents 3 - Increase / (decrease) to provisions 9,948 5,515 359 (334)
Trade an_d other receivables 6,722 - (Increase) / decrease in receivables (6,931) (557) (24,131) (7,690)
Inventories _ 1.085 ~(Increase) in prepayments (4,083) (3,958) (490) (3,518)
Property, plant & equipment 18,619 o )
Trade payables and provisions (5,592) - (Increase) in inventories (3.247) (4,709) 10 (1,913)
Net assets disposed 20,837 - Increase / (decrease) in payables 5,169 5,833 (1,248) 4,169
Profit on disposal 16,513 Cash flow from operations 124,244 108,567 14,215 8,673
Proceeds from the sale of assets 37,350
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Note 27: Financial Instruments

The directors consider that the carrying amounts of financial assets and liabilities recorded
at amortised cost in the financial statements approximates their fair values.

(a) Capital risk management

The Group manages its capital to ensure that entities in the Group will be able to continue
as a going concern while maximising the return to stakeholders through the optimisation of
the debt and equity balance.

The Group's overall strategy remains unchanged from 2007.

The capital structure of the Group consists of debt, which includes the borrowings disclosed
in note 15, cash and cash equivalents and equity attributable to equity holders of the parent,
comprising issued capital, reserves and retained earnings as disclosed in notes 17 and 18
respectively.

The Group operates globally, primarily through subsidiary companies established in the
markets in which the Group trades. None of the Group’s entities are subject to externally
imposed capital requirements.

Operating cash flows are used to maintain and expand the group’s assets, as well as to
make the routine outflows of tax, dividends and repayment of maturing debt.

The Group's policy is to borrow centrally, using a variety of capital market issues and
borrowing facilities, to meet anticipated funding requirements.

Gearing ratio

The Group's risk management committee reviews the capital structure on a semi-annual
basis. As a part of this review the committee considers the cost of capital and the risks
associated with each class of capital. The Group has a target gearing ratio of 65-75% in line
with the industry norm, that is determined as the proportion of net debt to equity. Based
on recommendations of the committee the Group will balance its overall capital structure
through the payment of dividends, new share issues and share buy-backs as well as the
issue of new debt or the redemption of existing debt.

&) Healthscope

The gearing ratio at year end was as follows:

Consolidated Company

2008 2007 2008 2007

$'000 $'000 $'000 $'000
Financial assets
Debt? 604,175 557,185 602,025 553,733
Cash and cash equivalents (2,108) (2,441) - -
Net debt 602,067 554,744 602,025 553,733
Equity™ 848,082 806,471 822,636 766,134
Net debt to equity ratio 71.0% 68.8% 73.2% 72.3%

(i) Debt is defined as long and short-term borrowings, as detailed in note 15.
(ii) Equity includes all capital and reserves.

(b) Financial risk management objectives

The Group's corporate treasury function provides services to the business, co-ordinates
access to domestic and international financial markets, monitors and manages the financial
risks relating to the operations of the Group through internal risk reports which analyses
exposures by degree and magnitude of risks. These risks include market risk (including
currency risk, fair value interest rate risk and price risk), credit risk, liquidity risk and cash
flow interest rate risk.

The Group seeks to minimise the effects of these risks, by using derivative financial
instruments to hedge these risk exposures. The use of financial derivative is governed by
the Group's policies approved by the board of directors, which provide written principles
on foreign exchange risk, interest rate risk, credit risk, the use of financial derivatives and
non-derivative financial instruments, and the investment of excess liquidity. Compliance
with policies and exposure limits is reviewed by the internal auditors on a regular basis.
The Group does not enter into or trade financial instruments, including derivative financial
instruments, for speculative purposes.
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Note 27: Financial Instruments (continued)
(b) Financial risk management objectives (continued)

The Group's activities expose it primarily to the financial risks of changes in interest rates.
The Group enters into a number of derivative financial instruments to manage its exposure
to interest rates, including:

= interest rate swaps to mitigate the risk of rising interest rates.

There has been no change to the Group's exposure to market risks or the manner in which it
manages and measures the risk.

Significant accounting policies

Details of the significant accounting policies and methods adopted, including the criteria
for recognition, the basis of measurement and the basis on which income and expenses
are recognised, in respect of each class of financial asset, financial liability and equity
instrument are disclosed in note 1 to the financial statements.
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(c) Categories of financial instruments

Consolidated Company
2008 2007 2008 2007
$'000 $'000 $'000 $'000

Financial assets

Fair value through profit or loss (FVTPL):

Held for trading - - - R
Designated as at FVTPL - - - -

Derivative instruments in designated 3,367 4,159 3,367 4,159
hedge accounting relationships

Held-to-maturity investments - - - -
98,075 78,036 50,567 28,289
Cash and cash equivalents 2,108 2,441 - -

Loans and receivables

Available-for-sale financial assets - - - -
Financial liabilities

Fair value through profit or loss (FVTPL):

Held for trading - - - _
Designated as at FVTPL - - - -

Derivative instruments in designated - - - -

hedge accounting relationships
Amortised cost 732,802 683,234 679,277 638,825

Financial guarantee contracts - - - -

(d) Credit risk management

Credit risk refers to the risk that a counterparty will default on its contractual obligations
resulting in financial loss to the Group. The Group has adopted a policy of only dealing
with creditworthy counterparties and obtaining sufficient collateral where appropriate, as
a means of mitigating the risk of financial loss from defaults. The Group only transacts
with entities that are rated the equivalent of investment grade and above. This information
is supplied by independent rating agencies where available and, if not available, the

Group uses publicly available financial information and its own trading record to rate its



major customers. The Group's exposure and the credit ratings of its counterparties are
continuously monitored and the aggregate value of transactions concluded is spread
amongst approved counterparties. Credit exposure is controlled by counterparty limits that
are reviewed and approved by the risk management committee annually.

Trade receivables consist of a large number of customers, spread across diverse industries
and geographical areas. Ongoing credit evaluation is performed on the financial condition of
accounts receivable and, where appropriate, credit guarantee insurance cover is purchased.

The Group does not have any significant credit risk exposure to any single counterparty or
any group of counterparties having similar characteristics. The credit risk on liquid funds and
derivative financial instruments is limited because the counterparties are banks with high
credit-ratings assigned by international credit-rating agencies.

Except as detailed in the following table, the carrying amount of financial assets recorded in
the financial statements, net of any allowances for losses, represents the Group's maximum
exposure to credit risk without taking account of the value of any collateral obtained:

Maximum credit risk

2008 2007
$'000 $'000
Financial assets and other credit exposures
Consolidated
Guarantee provided by a subsidiary to secure financing for an
associate's subsidiary - -
Company
Guarantee provided under the deed of cross guarantee 1,600 1,086

(e) Liquidity risk management

Ultimate responsibility for liquidity risk management rests with the board of directors, who
have built an appropriate liquidity risk management framework for the management of the
Group's short, medium and long-term funding and liquidity management requirements.
The Group manages liquidity risk by maintaining adequate reserves, banking facilities and
reserve borrowing facilities by continuously monitoring forecast and actual cash flows and
matching the maturity profiles of financial assets and liabilities. Included in note 26 is a

&) Healthscope

listing of additional undrawn facilities that the company/Group has at its disposal to further
reduce liquidity risk.

Liquidity and interest risk tables

The following tables detail the company’s and the Group’s remaining contractual maturity
for its non-derivative financial liabilities. The tables have been drawn up based on the
undiscounted cash flows of financial liabilities based on the earliest date on which the Group
can be required to pay. The table includes both interest and principal cash flows.

Weighted
average Less
effective than 1-3 3 months
interest rate 1 month months to1year 1-5years b5+ years

Consolidated % $'000 $'000 $'000 $'000 $'000
2008
Non-interest bearing - 88,513 45,507 1,607 8,360 -
Finance lease liability 8.20% 161 323 1,463 1,939 104
Variable interest rate
instruments 7.70% 8,818 7,572 34,073 680,860 -
Fixed interest rate
instruments 3.25% 975 1,951 2,926 - -
Financial guarantee contracts - - - - - -

98,467 55,353 40,059 691,159 104
2007
Non-interest bearing - 79,962 48,354 - - -
Finance lease liability 8.20% 98 196 880 4,186 291
Variable interest rate
instruments 7.60% 18,452 6,713 30,710 610,560 -
Fixed interest rate
instruments 3.00% 934 1,868 3,733 - -
Financial guarantee contracts - - - - - -

99,446 57,131 35,323 614,746 291

71



Note 27: Financial Instruments (continued)
(e) Liquidity risk management (continued)

At the year end it was not probable that the counterparty to the financial guarantee contract
will claim under the contract. Consequently, the amount included above is nil.

Weighted
average Less
effective than 1-3 3 months
interestrate 1 month months to1year 1-5years b5+ years

Company % $'000 $'000 $'000 $'000 $'000
2008
Non-interest bearing - 60,973 21,138 - - -
Finance lease liability 8.20% 13 27 120 800 -
Variable interest rate
instruments 7.70% 8,850 7,572 34,073 680,860 -
Fixed interest rate
instruments 3.25% 975 1,951 2,926 - -
Financial guarantee contracts - - - - - -

70,631 30,668 37119 680,860 -
2007
Non-interest bearing 58,097 25,262 - - -
Finance lease liability 8.20% 98 196 880 4,186 290
Variable interest rate
instruments 7.60% 18,452 6,713 30,710 610,560 -
Fixed interest rate
instruments 3.00% 934 1,868 3,733 - -
Financial guarantee contracts - - - - - -

77,581 34,039 35,323 614,746 290

At the year end it was not probable that the counterparty to the financial guarantee contract
will claim under the contract. Consequently, the amount included above is nil.
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The following table details the Group’s liquidity analysis for its derivative financial instruments.
The table has been drawn up based on the undiscounted net cash inflows/(outflows) on the
derivative instrument that settle on a net basis and the undiscounted gross inflows/(outflows)
on those derivatives that require gross settlement. \When the amount payable or receivable is
not fixed, the amount disclosed has been determined by reference to the projected interest
rates as illustrated by the yield curves existing at the reporting date.

All of the Group's derivative financial instruments are held in the name of the Company.

Less than 3 months
1 month 1-3 months to 1 year 1-5 years b+ years

2008
Net settled:
Interest rate swaps - 1,661 1,804 - -
Gross settled:

- 1,661 1,804 - -
2007
Net settled:
Interest rate swaps - 469 679 5,634 -
Gross settled:

- 469 679 5,634 -

(f) Interest rate risk management

The company and the Group is exposed to interest rate risk as it borrows funds at both fixed
and floating interest rates. The risk is managed by the Group by maintaining an appropriate
mix between fixed and floating rate borrowings, by the use of interest rate swap contracts.
Hedging activities are evaluated regularly to align with interest rate views and defined risk
appetite; ensuring optimal hedging strategies are applied, by either positioning the balance
sheet or protecting interest expense through different interest rate cycles.

The company and the Group’s exposures to interest rates on financial assets and financial
liabilities are detailed in the liquidity risk management section of this note.



Interest rate sensitivity analysis

The sensitivity analyses below have been determined based on the exposure to interest
rates for both derivative and non-derivative instruments at the reporting date and the
stipulated change taking place at the beginning of the financial year and held constant
throughout the reporting period. A 50 basis point increase or decrease is used when
reporting interest rate risk internally to key management personnel and represents
management’s assessment of the possible change in interest rates.

At reporting date, if interest rates had been 50 basis points higher or lower and all other
variables were held constant, the Group's:

= net profit would increase by $1.755 million and decrease by $1.755 million (2007:
increase by $1.307 million and decrease by $1.307 million). This is mainly attributable to
the Group's exposure to interest rates on its variable rate borrowings.

m  other equity reserves would increase by $0.437 million and decrease by $0.400 million
(2007: increase by $1.934 million and decrease by $2.034 million) mainly as a result of
the changes in the fair value of derivative instruments designated in cash flow hedges.

The Group's sensitivity to interest rates has decreased during the current period mainly due
to the reduction in variable rate debt instruments and the increase in interest rate swaps.

Interest rate swap contracts

Under interest rate swap contracts, the Group agrees to exchange the difference between
fixed and floating rate interest amounts calculated on agreed notional principal amounts.
Such contracts enable the Group to mitigate the risk of changing interest rates on the fair
value of issued fixed rate debt held and the cashflow exposures on the issued variable debt
held. The fair value of interest swaps at the reporting date is determined by discounting

the future cashflows using the interest rate curves at reporting date and the credit risk
inherent in the contract, and are disclosed below. The average interest rate is based on the
outstanding balances at the start of the financial year. The following table details the notional
principal amounts and the remaining terms of interest rate swap contracts outstanding as at
the reporting date.
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Cash Flow hedges

Average contracted Notional principal

fixed rate amount Fair Value
2008 2007 2008 2007 2008 2007
% % $'000 $'000 $'000 $'000
Less than 1 year 5.81 - 330,000 - 3,367 -
1to0 2 years - 5.81 - 330,000 - 4,159
2 to 3 years - - - - - -
5 years + - - - - - -
330,000 330,000 3,367 4,159

The interest rate swaps settle on a quarterly basis. The floating rate on the interest rate
swaps is the Australian BBSW. The Group will settle the difference between the fixed and
floating interest rate on a net basis.

All interest rate swap contracts exchanging floating rate interest amounts for fixed rate
interest amounts are designated as cash flow hedges to reduce the Group's cash flow
exposure resulting from variable interest rates on borrowings. The interest rate swaps and
the interest payments on the loan occur simultaneously and the amount deferred in equity
is recognised in the profit or loss over the period that the floating interest rate payments on
the debt impact profit of loss.

(g) Price risk management

Price risk, is the risk that the fair value or future cash flows of a financial instrument will
fluctuate because of changes in market prices (other than those arising from interest rate
risk or currency risk), whether those changes are caused by factors specific to the individual
financial instrument or its issuer, or factors affecting similar financial instruments traded in
the market.

The company and the Group was exposed to equity price risk as it entered into a total return
swap during the year for the purchase of shares in Symbion Limited. This instrument was
closed out in April 2008.
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Note 27: Financial Instruments (continued)
(h) Fair value of financial instruments

The fair values of financial assets and financial liabilities are determined as follows:

= the fair value of financial assets and financial liabilities with standard terms and
conditions and traded on active liquid markets are determined with reference to quoted
market prices

= the fair value of other financial assets and financial liabilities (excluding derivative
instruments) are determined in accordance with generally accepted pricing models
based on discounted cash flow analysis using prices from observable current market
transactions

= the fair value of derivative instruments, are calculated using quoted prices. Where
such prices are not available use is made of discounted cash flow analysis using the
applicable yield curve for the duration of the instruments for non-optional derivatives

Note 28: Share Based Payments
Executive Share Option Plan

An executive option scheme was in operation whereby Healthscope Limited granted
options over the ordinary issued shares of Healthscope Limited to Directors and Executive
Officers of the consolidated entity. The options were granted subject to performance
hurdles established by the Directors of Healthscope Limited. The options are able to be
exercised in three tranches being one, two and three years after issue (or later). In order to
be exercised, the market price must be greater than the share price hurdle for ten days in a
twenty day period.

The Company undertook a 3 for 4 rights issue on 16 December 2004. Under the rules of the
Healthscope Executive Option Plan, this necessitates a recalculation of the exercise price
for each option in terms of a specified formula. The result is a 30 cent per option reduction in
the exercise price of each option from this date forward. This adjustment has been reflected
in all the figures presented below.
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The Company undertook a further 1 for 8 rights issue on 16th November 2005. Under the
rules of the Healthscope Executive Option Plan, this necessitates a recalculation of the
exercise price for each option in terms of a specified formula. The result is a reduction in
the exercise price per option of 7 cents from this date forward. This adjustment has been
reflected in all the figures presented below.

Information with respect to the number of options granted is as follows:

2008 2007

Number Weighted Average
Exercise Price

Number Weighted Average
Exercise Price

Balance at beginning of 100,001 1.68 200,001 1.88
year

-issued® - - - -
- exercised” - - (100,000) 2.09
- lapsed ™ - - - -
Balance at end of year™ 100,001 1.68 100,001 1.68
Exercisable at end of year 100,001 1.68 100,001 1.68

(i) Options granted during the reporting period:
No Options were granted during the year ended 30 June 2007 or the year ended 30 June 2008.

(ii) Options Exercised
No options were exercised during the year ended 30 June 2008.

The following table summarises information about options exercised during the year ended
30 June 2007:

Weighted Proceeds Fair

Number Average from  Number Share Value of
of Expiry  Exercise shares of shares Issue shares
Options  Grant Date Date Price $ issued $ issued Date issued
100,000 03/09/2003  30/6/2006 2.09 209,000 100,000 06/12/06 5.40
100,000 2.09 209,000 100,000 5.40




The fair value of shares issued during the reporting period is considered to be the market
price of shares of Healthscope Limited on the ASX as at the close of trading on their
respective issue dates.

(iii) Options Lapsed
No options lapsed in the financial years ended 30 June 2007 and 30 June 2008.

(iv) Options held as at the end of the reporting period
The following table summarises information about options held as at 30 June 2008:

Number of Weighted Average  Share Price
Options Grant Date  Vesting Date Expiry Date Exercise Price $ Hurdle $
33,333 28/08/2001 28/08/2002 28/08/2012 1.68 2.56
33,334 28/08/2001 28/08/2003 28/08/2013 1.68 2.77
33,334 28/08/2001 28/08/2004 28/08/2014 1.68 2.97
100,001 1.68

The share options outstanding at the end of the financial year had an exercise price of $1.68
(2007: $1.68), and a weighted average remaining contractual life of 1,885 days (2007:2,251)

(v) Fair Value of Options:

The fair value of each option is estimated on the date of grant using the Binomial lattice
method which takes account of factors including the option exercise price, the 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
option.

The resulting weighted average fair values per option as at grant date for all options are:

Number of Options Grant Date Vesting Date Fair Value $
33,333 28/08/2001 28/08/2002 0.814
33,334 28/08/2001 28/08/2003 0.814
33,334 28/08/2001 28/08/2004 0.814
100,001
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(vi) Executive Performance Rights

An executive performance rights plan was established to provide an incentive to key senior
employees to deliver superior long-term performance. Under the plan rules, Healthscope
Limited issues “rights to acquire shares” to selected executives and members of
management. These rights give the recipient the right, but no obligation to take up shares
in the Company. This opportunity normally arises after the first performance measurement
date provided the performance condition has been satisfied. No exercise price is payable in
order to exercise the right.

The performance hurdle for the rights issued in FY2005 and FY2006, is a set level of real
growth in the Company's Earnings Per Share. The performance hurdle requirement is that
the average annual Earnings per share growth (before non-recurring items) of Healthscope
limited from 30 June 2004 to the respective measurement date is at least equal to the
movement in the Australian Consumer Price Index (“CPI”) plus 4% per annum over the
same period.

For the executive performance rights issued in and for the FY2007 and FY2008, the
performance hurdle is split equally between a Total Shareholder Return (TSR) performance
condition and an Earnings Per Share (EPS) performance condition.

The performance rights issued in and for the FY2007 and FY2008 are split into two equal
tranches, and each tranche will vest (i.e. become exercisable) only if the performance
condition attached to that tranche is met, namely:

= Tranche A — the Performance Condition requires the TSR ranking of the Company over
the vesting period to be equal to, or greater than, the 75th percentile in ranking against
a comparator group of companies selected from the ASX 200 excluding resources and
financial companies. Partial (50%) vesting will be achieved if the TSR ranking is equal to
the 51st percentile, with pro rata vesting achieved if the ranking is between the 51st and
75th percentiles.

= Tranche B - the Performance Condition requires that the average annual percentage
compound growth over the vesting period in the Company’s Earnings Per Share, must
equal or exceed 10% per annum, compounded annually.
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Note 28: Share Based Payments (continued)

(vi) Executive Performance Rights (continued)

A right to take up a share vests and becomes exercisable after the performance hurdle

has been satisfied. The performance under the hurdle is measured at the third anniversary

date of the Grant Date, and if not satisfied, as at the half and full year ends up to the expiry
date which is the fifth anniversary of the grant date. The performance rights will lapse if not
exercised by the expiry date.

Information with respect to the number of rights granted is as follows:

2008 2007
Number Number
Balance at the beginning of the year 1,252,618 727,381
- Number issued on 1 July 2006 541,970

- Number issued on 1 July 2007 327,086
- Rights cancelled due to termination of employment (42,157) (9,464)
- Rights vested (285,379) (7,269)
Balance at 30 June 2008 1,252,168 1,252,618
Exercisable at 30 June 2008 - -

Rights held at the end of the reporting period
Number of Rights Grant Date Vesting Date Expiry Date
405,804 01/07/2005 01/07/2008 30/06/2010
519,278 01/07/2006 01/07/2009 30/06/2011
327,086 01/07/2007 01/07/2010 30/06/2012
1,252,168

Fair Value of Performance Rights

The fair value of each right is estimated on the date of grant using the Binomial lattice model
for 2005 and 2006 rights and Monte Carlo simulation method for 2007 rights, which takes
account of factors including the level of volatility of the underlying share price, dividend
yield, current share price, life of the performance right, the risk free interest rate and the
exercise price.
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The fair value per performance right at grant date has been determined to be by reference
to an independent valuation $3.79 for the right issued in 2006, $2.23 for the right issued in
2007 and $2.42 for the right issued in 2008.

Note 29: Key Management Personnel Compensation
(a) Equity Interests in Related Parties

Equity Interests in Controlled Entities

Details of the percentage of ordinary shares held in controlled entities are disclosed in note
24 to the financial statements.

Equity Interests into Jointly Controlled Entities
Details of interests in joint ventures are disclosed in note 10 to the financial statements.

(b) Key Management Personnel Remuneration

The aggregate compensation made to key management personnel of the company and the
Group is set out below:

Consolidated Company
2008 2007 2008 2007
$ $ $ $
Short term employment benefits 3,910,451 3,839,851 3,910,451 3,839,851
Post-employment benefits 153,876 237,790 153,876 237,790
Share based payments 561,206 647,703 561,206 647,703
4,625,533 4,725,344 4,625,533 4,725,344




(c) Details of Key Management Personnel

Mr H Kevin McCann
Ms Linda Nicholls
Mr Richard England
Dr Ziggy Switkowski
Mr David Evans

Mr Phillip Bullock
Mr Bruce Dixon

Mr Joe Czyzewski
Ms Vita Pepe

(Chairman, non-executive director)
(Deputy Chairman, non-executive director)
(Non-executive director)

(Non-executive director)

(Non-executive director)

(Non-executive director), appointed 14 September 2007
(Managing Director)

(Chief Financial Officer)

(Group Chief Operating Officer)

(d) Key Management Equity Holdings

Fully Paid Ordinary Shares in Healthscope Limited
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On-Market Received Dividend
Balance Purchases/ onexercise Reinvestment Net other Balance
01/07/2007 Sales of Rights Plan changes* 30/06/2008
Directors
H McCann 1,387,243 (400,000) 987,243
L Nicholls 154,365 8,000 2,424 164,789
B Dixon 1,576,012 113,751 (21,062) 1,668,701
R England 115,069 10,000 125,069
D Evans 18,921,735  (8,912,404) (4,075,000) 5,934,331
Z Switkowski 130,000 130,000
P Bullock - 8,000 8,000
Executives
J Czyzewski 310,000 (24,219) 24,219 310,000
V Pepe 984,743 21,484 28,699 1,034,926
23,579,167 (9,310,623) 159,454 31,123 (4,096,062) 10,363,059

Received Dividend
Balance On-Market on exercise Reinvestment Net other Balance
01/07/2006 Purchases  of options Plan changes 30/06/2007
Directors
H McCann 1,387,244 1,387,244
L Nicholls 142,384 10,000 1,981 154,365
B Dixon 1,576,012 1,676,012
R England 115,069 115,069
R Evans 18,921,735 (18,921,735) -
D Evans - 18,921,736 18,921,735
Z Switkowski 30,000 100,000 130,000
Executives
J Czyzewski 210,000 100,000 310,000
V Pepe 961,948 22,795 984,743
23,344,392 110,000 100,000 24,776 - 23,579,168
Executive Options in Healthscope Limited
Balance Balance Balance Vested
01/07/2006 Granted Exercised 30/06/07 Vested during year
No No No No No
J Czyzewski 100,000 (100,000) - - -
100,000 (100,000)
Executive Performance Rights in Healthscope Limited
Balance
Balance at Balance at vested at Vested
01/07/07 Granted Exercised 30/06/08 30/06/08 during year
No No No No No
B Dixon 431,058 155,660 (113,751) 472,967 - 113,751
J Czyzewski 70,937 25,660 (24,219) 72,578 - 24,219
V Pepe 68,402 28,019 (21,484) 74,937 - 21,484

* Relevant interest changes

77



Note 29: Key Management Personnel Compensation (continued)

(d) Key Management Equity Holdings (continued)

Balance
Balance at Balance at vested at Vested
01/07/06 Granted Exercised 30/06/07 30/06/07 during year
No No No No No No
B Dixon 238,751 192,307 - 431,058 - -
J Czyzewski 45,496 25,641 - 71137 - -
V Pepe 42,761 25,641 - 68,402 - -

Note 30: Related Party Transactions
Transactions with other related parties

Transactions between related parties are on normal commercial terms and conditions no
more favourable than those available to other parties unless otherwise stated.

Consolidated Company
2008 2007 2008 2007
Director related entities $ $ $ $

Purchases from Clifford Hallam Healthcare, a
supplier of medical supplies to the health sector
at normal commercial rates. Mr R A F England
became a non executive director of Clifford
Hallam Healthcare in June 2005.

Clifford Hallam Healthcare is one of a number
of suppliers to the Company. Contracts were
negotiated by Management and Mr England
was not involved in the decision to acquire

services from Clifford Hallam Healthcare. 40,281,688 25,838,502 40,281,688 25,838,502

Fees paid to St George Bank as a participant

in the Group's banking syndicate. Ms Nicholls
has been a non-executive director of St George
Bank since August 2002, and Mr England since
September 2004. 7,442,594 7,054,011

7,442,594 7,054,011
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Transactions within the wholly owned group

The wholly owned group includes

= The ultimate parent entity in the wholly-owned group;
= Wholly owned controlled entities; and

= Other entities in the wholly owned group.

The ultimate parent entity in the wholly owned group is Healthscope Limited.

During the 2003/04 financial year, the directors elected for wholly-owned Australian entities
within the group to be taxed as a single entity from 14 April 2003.

Note 31: Auditors’ Remuneration

Consolidated Company
2008 2007 2008 2007
$ $ $ $
Remuneration of the auditors of the
parent entity for:
- audit or review of the financial report 663,000 575,000 663,000 575,000
- other services
Audit of Australian subsidiaries 85,500 - 85,500 -
Audit of overseas subsidiaries 100,000 - - -
Independent Accountant’ Report 196,000 - 196,000 -
Other audit related services 118,250 95,313 118,250 95,313
Taxation compliance services 23,775 - 23,775 -
1,186,525 670,313 1,086,525 670,313
Other Auditors (KPMG) - Auditing of
overseas subsidiaries - 69,267 - -
1,186,525 739,580 1,086,525 670,313

Note 32: Subsequent Events

There are no material events subsequent to balance date.



Directors’ Declaration

In accordance with a resolution of the directors of Healthscope Limited, | state that:
(1) In the opinion of the directors:

(a) the financial statements and notes of the company and of the consolidated entity as
set out on pages 29 to 78 are in accordance with the Corporations Act 2001, including:

(i) giving a true and fair view of the company’s and consolidated entity’'s financial
position as at 30 June 2008 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 disclosing entity will be able to pay
its debts as and when they become due and payable.

(2) This declaration has been made after receiving the declarations required to be made
to the directors in accordance with section 295A of the Corporations Act 2001 for the
financial period ending 30 June 2008.

(3) In the opinion of the directors, as at the date of this declaration, there are reasonable
grounds to believe that the members of the Closed Group identified in note 24 will be
able to meet any obligations or liabilities to which they are or may become subject, by
virtue of the Deed of Cross Guarantee.

)

The Deed of Cross Guarantee has been entered into by the parties identified in note 24
to take advantage of the relief from accounting requirements available through Class
Order 98/1418 issued by the Australian Securities and Investment Commission, and at
the date of the declaration the company and the controlled entities identified in note 24
are within the classes of companies effected by this class order.

On behalf of the Board

0

B R Dixon
Managing Director

Dated: 20 August 2008, Melbourne, Victoria.

&) Healthscope
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Independent Auditor’s Report
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GPO Box 78

Melbourne VIC 3001 Australia

DX: 111

Tel: +61 (0) 3 9208 7000
Fax: +61 (0) 3 9208 7001
www.deloitte.com.au

Independent Auditor’s Report
to the Members of Healthscope Limited

We have audited the accompanying financial report of Healthscope Limited, which comprises the
balance sheet as at 30 June 2008, and the income statement, cash flow statement and statement of
changes in equity for the year ended on that date, a summary of significant accounting policies,
other explanatory notes and the directors’ declaration of the consolidated entity comprising the
company and the entities it controlled at the year’s end or from time to time during the financial
year as set out on pages 29 to 79.

Directors’ Responsibility for the Financial Report

The directors of the company are responsible for the preparation and fair presentation of the
financial report in accordance with Australian Accounting Standards (including the Australian
Accounting Interpretations) and the Corporations Act 2001. This responsibility includes
establishing and maintaining internal control relevant to the preparation and fair presentation of
the financial report that is free from material misstatement, whether due to fraud or error;
selecting and applying appropriate accounting policies; and making accounting estimates that are
reasonable in the circumstances. In Note 1, the directors also state, in accordance with Accounting
Standard AASB 101 Presentation of Financial Statements, that compliance with the Australian
equivalents to International Financial Reporting Standards ensures that the consolidated financial
statements and notes comply with International Financial Reporting Standards.

Auditor’s Responsibility

Our responsibility is to express an opinion on the financial report based on our audit. We
conducted our audit in accordance with Australian Auditing Standards. These Auditing Standards
require that we comply with relevant ethical requirements relating to audit engagements and plan
and perform the audit to obtain reasonable assurance whether the financial report is free from
material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial report. The procedures selected depend on the auditor’s judgement,
including the assessment of the risks of material misstatement of the financial report, whether due
to fraud or error. In making those risk assessments, the auditor considers internal control relevant
to the entity’s preparation and fair presentation of the financial report in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the entity’s internal control. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of accounting estimates made
by the directors, as well as evaluating the overall presentation of the financial report.

Member of
Deloitte Touche Tohmatsu

Liability limited by a scheme approved under Professional Standards Legislation.




Deloitte

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinion.

Auditor’s Independence Declaration

In conducting our audit, we have complied with the independence requirements of the
Corporations Act 2001.

Auditor’s Opinion
In our opinion:

(a) the financial report of Healthscope Limited is in accordance with the Corporations Act 2001,
including:

(i) giving a true and fair view of the company’s and consolidated entity’s financial position
as at 30 June 2008 and of their performance for the year ended on that date; and

(ii) complying with Australian Accounting Standards (including the Australian Accounting
Interpretations) and the Corporations Regulations 2001; and

(b) the consolidated financial statements and notes also comply with International Financial
Reporting Standards as disclosed in Note 1.

Report on the Remuneration Report

We have audited the Remuneration Report included in pages 14 to 23 of the directors’ report for
the year ended 30 June 2008. The directors of the company are responsible for the preparation and
presentation of the Remuneration Report in accordance with section 300A of the Corporations
Act 2001. Our responsibility is to express an opinion on the Remuneration Report, based on our
audit conducted in accordance with Australian Auditing Standards.

Auditor’s Opinion

In our opinion the Remuneration Report of Healthscope Limited for the year ended 30 June 2008,
complies with section 300A of the Corporations Act 2001.

L -'7......51 I

DELOITTE TOUCHE TOHMATSU
-~ =

G Couttas

Partner

Chartered Accountants
Melbourne, 20 August 2008

&) Healthscope
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Additional Stock Exchange Information a1 sy 2008

Shareholdings — as at 31 July 2008

(a) Distribution of Shareholders Number

(e) The names of the substantial shareholders listed in the Company’s register as at
July 2008 are:

No. of ordinary % held of
Size of holding Number of ordinary Shareholders Name shares held issued shares
1-1,000 2,967 1. Cooper Investors Pty Ltd 18,458,767 7.56
1,001 - 5,000 6,680 2. Suncorp-Metway Limited 18,265,295 7.48
5,001 -10,000 1,648 3. AXA Group 16,475,591 6.75
10,001 - 100,000 901 4. Perpetual Trustees AMP Ltd 15,602,675 6.39
100,001 —and over 164
(b) The number of shareholdings held in less than marketable parcels is 406.
o _ , Stock Exchange listing
(¢) Voting rights — each share is entitled to one vote. Quotation has been granted for all the ordinary shares of the Company on all member
(d) The names of the 20 largest Shareholders as at 31 July 2008 are: exchanges of the Australian Stock Exchange Limited.
No. of Ordinary % held of :
Name Shares held issued shares Company Details
1. National Nominees Ltd 38,452,171 16.75 The registered office of the Company is:
2. J P Morgan Nominees Australia Pty Ltd 34,643,849 14.19 o
3. HSBC Custody Nominees Ltd 22,963,272 9.40 Healthscope Limited
4. RBC Dexia Investor Services Australia Nominees Pty Ltd 14,224,631 5.82 Ground Floor
5. ANZ Nominees Limited 13,763,339 5.64 312 St Kilda Road
6. Cogent Nominees Pty Limited 12,628,592 5.17 Melbourne, Vic. 3004.
7. Citicorp Nominees Pty Ltd 6,898,086 2.82
8. Tasman Asset Management 4,518,725 1.85
9. Corkery Pty Ltd 4,664,725 1.91
10. Zonda Investments Pty Ltd 3,188,897 1.31
11. Queensland Investment Corporation 2,932,637 1.20
12. AMP Life Limited 2,840,236 1.16
13. Ms Andrea Nan Evans & Mr lan Russell Davis 2,745,434 1.12
14. Invia Custodian 2,029,452 0.83
15. Mr Bruce Robert Dixon 1,581,226 0.65
16. Mirrabooka Investment Ltd 1,500,000 0.61
17. Sandhurst Trustees Ltd 1,477,292 0.60
18. Dene Nominees Pty Ltd 1,436,600 0.59
19. UBS Nominees Pty Ltd 1,221,569 0.50
20. Mr Colin Boltman 1,000,000 0.41
174,710,733 71.54
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Five Year Historical Summary

2004 to 2008 financial performance

&) Healthscope

(1) (2) (2) (2) (2)
Units 2004 2005 2006 2007 2008
Total Revenue $'000 364,282 534,767 1,122,687 1,382,593 1,488,674
Total Revenue excl Prosthetic revenue $'000 341,565 506,153 1,020,393 1,240,665 1,318,397
EBITDA $'000 36,542 67,947 142,493 183,131 179,456
EBIT $'000 27,366 51,128 112,531 147,865 136,134
Profit before Tax $'000 23,822 33,758 72,092 103,165 86,015
Profit after Tax $'000 18,149 27,848 54,920 84,280 64,438
EBITDA (before non-recurring items and discontinued operations) $'000 33,343 65,906 137,502 172,583 197,938
EBIT (before non-recurring items and discontinued operations) $'000 24,167 49,087 107,540 138,123 154,615
Profit before Tax (before non-recurring items and discontinued operations) $'000 20,623 31,717 67,101 93,423 104,497
Profit after Tax (before non-recurring items and discontinued operations) $'000 15,589 25,807 49,929 65,710 74,873
Operating Cashflow $'000 27,932 33,988 84,552 108,567 124,244
Operating Cashflow / EBITDA % 76.4 50.0 59.3 59.3 69.2
Operating Cashflow / EBITDA (before non-recurring items) % 83.8 51.6 61.5 62.9 62.8
Operating Cashflow less Tax & Interest / EBITDA % 52.7 79.4 95.1 92.8 112.5
Operating Cashflow less Tax & Interest / EBITDA (before non-recurring items) % 57.8 81.8 98.6 98.4 102.0
Capital Expenditure $'000 13,212 21,276 46,569 52,330 68,961
Capital Expenditure - Acquisition $'000 23,380 381,253 581,906 108,915 57,508
Total Assets $'000 271,015 917,270 1,547,712 1,620,701 1,727,586
Net Debt $'000 46,285 327,821 576,256 552,477 597,209
Shareholders Equity $'000 136,985 431,996 731,223 806,471 848,082
Dividends per share cents 10.50 12.50 14.50 17.50 19.50
Key Ratios
Earnings per share cents 19.73 20.90 25.00 35.70 26.84
Operating cashflow / share cents 31.52 18.97 36.40 45.68 50.88
Total dividend per share cents 10.50 12.50 14.50 17.50 19.50
Net asset backing per share $ 1.55 2.41 3.15 3.39 3.47
Net debt to capitalisation % 25.3 431 441 40.7 41.3
Net debt to Equity % 33.8 75.9 78.8 68.5 70.4
Interest cover (EBITDA / Interest expense) times 10.3 3.9 3.5 4.1 3.6
Interest cover (EBITDA before non-recurring items / Interest expense) times 9.4 3.8 3.4 3.9 3.9
Return on Equity (NPAT / Equity) % 13.2 6.4 7.5 10.5 7.6
Return on Invested Capital (EBIT before non-recurring items / Capital Invested ) % 13.7 6.7 8.4 10.4 10.9
Margins
EBITDA margins % 10.0 12.7 12.7 13.2 12.1
EBIT Margins % 7.5 9.6 10.0 10.7 9.1
NPAT Margins % 5.0 5.2 4.9 6.1 4.3
(1) - Financial statements and ratio’s prepared under AGAAP (2) - Financial Statements and ratio’s prepared under A-IFRS
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Director and Investor Information

Hospital Listing
Allamanda Private Hospital
Bellbird Private Hospital
Brisbane Private Hospital
Brisbane Waters Private Hospital
Campbelltown Private Hospital
Como Private Hospital

Cotham Private Hospital
Darwin Private Hospital

Dorset Rehabilitation Centre
Geelong Private Hospital
Griffith Rehabilitation Hospital
Hobart Private Hospital

John Fawkner Private Hospital
Knox Private Hospital

Lady Davidson Private Hospital
Melbourne Private Hospital
Mosman Private Hospital
Mount Hospital

National Capital Private Hospital

Nepean Private Hospital
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Newcastle Private Hospital

North Eastern Rehabilitation Centre
Northpark Private Hospital

Pacific Private Day Hospital
Parkwynd Private Hospital
Peninsula Private Hospital

Pine Rivers Private Hospital

Prince of Wales Private Hospital
Ringwood Private Hospital
RiverCity Private Hospital

St Helen's Private Hospital
Sunnybank Private Hospital
Sydney Southwest Private Hospital
The Geelong Clinic

The Hills Private Hospital

The Melbourne Clinic

The Sydney Clinic

The Victoria Clinic

The Victorian Rehabilitiation Centre

Tweed Day Surgery

Hospital

Management Contracts
Ashford Private Hospital
Flinders Private Hospital

The Memorial Hospital

Pathology

Listing

Davies Campbell de Lambert
General Pathology Laboratories
Gribbles Pathology

Gribbles Veterinary Pathology
Healthscope Molecular
Histoderm

Quest Laboratories (Singapore)

Southern Community Laboratories (New Zealand)

Medical Centres
Listing

Healthscope Medical Centres
National Clinics

Skin Alert



Healthscope Limited
ACN 006 405 152

Ground Floor,

312 St Kilda Road
Melbourne, Victoria, 3004
AUSTRALIA

Telephone: (+613) 9926 7500
Facsimile:  (+613) 9926 7599

E mail: info@healthscope.com.au
Website: www.healthscope.com.au
Directors

H K McCann (Chairman)

L Nicholls (Deputy Chairman)
B Dixon (Managing Director)
R England

Z Switkowski

D Evans

P Bullock

Company Secretary
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Share Registry

Link Market Services Limited
Level 1,

333 Collins Street
Melbourne, Victoria 3000

Telephone: (+612) 8280 7111
Facsimile:  (+612) 9287 0303

Financial Calendar

Financial year end 30 June
Annual General Meeting 17 October 2008

Healthscope is listed on the Australian Stock
Exchange Limited. The ASX Code is ‘HSP’
and the Seat Abbreviation ‘Healthscope'.

For further information on investor relations,
contact Healthscope Chief Financial Officer,

Mr G Kent, at Healthscope Limited,
Ground Floor,

312 St Kilda Road,

Melbourne, Victoria, 3004.
Telephone: (+613) 9926 7500
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