
The Offer contained in this Prospectus is an 
invitation by LifeHealthcare Group Limited 
ACN 166 525 186 to apply for fully paid 
ordinary shares in the Company.
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OFFER
The offer contained in this Prospectus is an invitation by LifeHealthcare 
Group Limited ACN 166 525 186 (Company) to apply for fully paid ordinary 
shares in the Company (Offer).

LODGEMENT AND LISTING
This Prospectus is dated 8 November 2013 and was lodged with ASIC on 
that date.

This Prospectus expires on 8 December 2014, 13 months after the date of 
this Prospectus (Expiry Date). No Shares will be issued on the basis of this 
Prospectus after the Expiry Date.

The Company will apply to ASX within seven days of the date of this 
Prospectus for admission to the Official List and for Official Quotation of 
the Shares on issue in the Company pursuant to the Sale Deeds and the 
Shares issued under the Offer.

Neither ASIC nor ASX takes any responsibility for the contents of this 
Prospectus or the merits of the investment to which this Prospectus relates.

NOTE TO APPLICANTS
The Prospectus does not provide investment advice.

You should seek your own financial advice. The Offer contained in this 
Prospectus does not take into account your investment objectives, financial 
situation or particular needs. It is important that you read this Prospectus 
carefully and in full before deciding to invest in the Company. In particular, 
in considering the prospects of LifeHealthcare, you should consider the risk 
factors that could affect the financial performance of LifeHealthcare in light 
of your personal circumstances (including financial and taxation issues) 
and seek professional advice from your accountant, stockbroker, lawyer or 
other professional adviser before deciding whether to invest.

Section 5 outlines some significant risk factors that may impact on the 
prospects of the Company. Further, any number of known and unknown 
risks, uncertainties and other factors could have material adverse effects 
on the actual results, performance or achievements of the Company. 
Section 4 details the assumptions underlying the Forecast Financial 
Information.

DISCLAIMER
No person named in this Prospectus, nor any other person, guarantees the 
performance of LifeHealthcare, the repayment of capital or the payment of 
a return on the Shares.

No person is authorised to give any information or make any representation 
in connection with the Offer which is not contained in this Prospectus. Any 
information or representation not contained in this Prospectus may not be 
relied on as having been authorised by LifeHealthcare or the Directors.

This Prospectus contains forward looking statements, which are identified 
by words such as “may”, “could”, “believes”, “estimates”, “expects”, 
“intends” and other similar words that involve risks and uncertainties.

In addition, financial forecasts have been prepared and included in this 
Prospectus in Section 4.

Other than as set out in this Prospectus, and as otherwise required by 
law or the Listing Rules, the Company has no intention to update forward 
looking statements, or to publish prospective financial information in the 
future, regardless of whether new information, future events or any other 
factors affect the information contained in this Prospectus.

Any forward looking statements are subject to various risk factors that 
could cause LifeHealthcare’s actual results to differ materially from the 
results expressed or anticipated in these statements. Certain risk factors 
are set out in Section 5. These and other factors could cause actual results 
to differ materially from those expressed in any forward looking statement 
made by, or on behalf of, LifeHealthcare.

INVESTMENT RISKS, PRO FORMA ASSUMPTIONS AND FINANCIAL 
INFORMATION PRESENTATION
This Prospectus does not take into account your investment objectives, 
financial situation or particular needs. Before deciding whether to invest 
in the Company, it is important that you read the entire Prospectus and 
consider both the risk factors that could affect the financial performance 
of the Group and the assumptions underlying the Forecast Financial 
Information.

As the Company was incorporated on 30 October 2013, there is no actual 
historical information for the Company. The Directors have prepared pro 
forma historical financial information to present potential investors in the 
Company with information to assist them to understand what the historical 
financial performance would have been had the Company operated the 
LifeHealthcare business from FY2010 onwards.

NO OVERSEAS REGISTRATION
This Prospectus does not constitute an offer or invitation in any place in 
which, or to any person to whom, it would not be lawful to make such 
an offer or invitation. No action has been taken to register or qualify the 
Shares or the Offer, or to otherwise permit a public offering of Shares, 
in any jurisdiction outside Australia and New Zealand. The distribution 
of this Prospectus (including in electronic form) outside Australia and 
New Zealand may be restricted by law and persons who come into 
possession of this Prospectus outside Australia and New Zealand should 
seek advice on and observe any such restrictions. Any failure  to comply 
with such restrictions may constitute a violation of the applicable securities 
laws.

This Prospectus does not constitute an offer to sell, or a solicitation of 
an offer to buy, securities in the United States. In particular, the Shares 
have not been, and will not be, registered under the US Securities Act 
of 1933 (US Securities Act), and may not be offered or sold in the United 
States or to, or for the account or benefit of, US Persons (as defined in 
Regulation S under the US Securities Act) unless the Shares are registered 
under the US Securities Act, or an exemption from the registration 
requirements of the US Securities Act is available.

ELECTRONIC PROSPECTUS
An electronic version of this Prospectus appears at the following website: 
www.lifehealthcare.com.au.

The Offer constituted by this Prospectus in electronic form is available 
only to Australian residents accessing the website and receiving this 
Prospectus in electronic form within Australia, and to Eligible Employees 
in New Zealand following the expiry of the Exposure Period. Persons 
who access the Prospectus in electronic form should ensure that they 
download and read the entire Prospectus. Persons having received a 
copy of this Prospectus in its electronic form may, during the Offer Period, 
obtain a paper copy of this Prospectus (free of charge within Australia and 
New Zealand) by contacting the Lead Manager whose details are contained 
in the Corporate Directory. Applications for Shares may only be made on 
the application form attached to or accompanying this Prospectus. The 
Corporations Act 2001 (Cth) (Corporations Act) prohibits any person from 
passing on to another person the Application Form unless it is attached to 
or accompanies a hard copy of the Prospectus.

EXPOSURE PERIOD
The Corporations Act prohibits LifeHealthcare from processing Applications 
in the seven day period after the date of lodgement of this Prospectus 
(Exposure Period) with ASIC. This Exposure Period may be extended by 
ASIC by up to a further seven days. The purpose of the Exposure Period 
is to enable this Prospectus to be examined by market participants prior 
to the raising of funds. The examination may result in the identification 
of certain deficiencies in the Prospectus in which case any Application 
may be dealt with in accordance with section 724 of the Corporations Act. 
Applications received during the Exposure Period will not be processed 
until after the expiry of that period. No preference will be conferred on 
Applications received during the Exposure Period. This Prospectus may 
not be distributed in New Zealand (except under the Institution Offer) until 
after the expiry of the Exposure Period.

PHOTOGRAPHS
Photographs used in this Prospectus which do not have descriptions are 
for illustration only and should not be interpreted to mean that any person 
shown endorses this Prospectus or its contents or that the assets shown in 
them are owned by LifeHealthcare.

FINANCIAL AMOUNTS
Money as expressed in this Prospectus is in Australian dollars unless 
otherwise indicated.
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GLOSSARY
Certain terms and abbreviations used in this Prospectus have defined 
meanings which are explained in the Glossary of Terms in Appendix B.

PRIVACY

By filling out an Application Form to apply for Shares, you are providing 
personal information to LifeHealthcare through LifeHealthcare’s service 
provider, the Share Registry. LifeHealthcare, and the Share Registry on its 
behalf, collect, hold and use that personal information in order to process 
your Application, service your needs as a Shareholder, provide facilities 
and services that you request and carry out appropriate administration.

If you do not provide the information requested in the Application Form, 
LifeHealthcare and the Share Registry may not be able to process or accept 
your Application.

Your personal information may also be used from time to time to inform 
you about other products and services offered by LifeHealthcare which it 
considers may be of interest to you.

Your personal information may also be provided to LifeHealthcare’s agents 
and service providers on the basis that they deal with such information in 
accordance with LifeHealthcare’s privacy policy and as authorised under 
the Privacy Act 1988 (Cth). LifeHealthcare’s agents and service providers 
may be located outside Australia where your personal information may 
not receive the same level of protection as that afforded under Australian 
law. The types of agents and service providers that may be provided with 
your personal information and the circumstances in which your personal 
information may be shared are:

• the Share Registry for ongoing administration of the Shareholder 
register;

• the Lead Manager in order to assess your Application;

• printers and other companies for the purpose of preparation and 
distribution of statements and for handling mail;

• market research companies for the purpose of analysing LifeHealthcare’s 
Shareholder base and for product development and planning; and

• legal and accounting firms, auditors, contractors, consultants and other 
advisers for the purpose of administering, and advising on, the Shares 
and for associated actions.

You may request access to your personal information held by (or on behalf 
of ) LifeHealthcare. You may be required to pay a reasonable charge to 
the Share Registry in order to access your personal information. You can 
request access to your personal information by contacting the Share 
Registry as follows:

Email: privacy@computershare.com.au

In writing:

The Privacy Officer
Computershare Investor Services Pty Limited
Yarra Falls, 452 Johnson Street
Abbotsford VIC 3067

If any of your information is not correct or has changed, contact the Share 
Registry or LifeHealthcare to update your information.

In accordance with the requirements of the Corporations Act, information 
on the Share register will be accessible to members of the public.

CONTACTS
If you require assistance to complete the Application Form, require 
additional copies of this Prospectus, or have any questions in relation 
to the Offer, you should contact your broker.

If you are uncertain as to whether obtaining Shares is a suitable investment 
for you, you should seek professional advice from your accountant, 
stockbroker, lawyer or other professional adviser.
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Key Dates

Broker Firm Offer and Employee Offer open Tuesday, 19 November 2013

Broker Firm Offer and Employee Offer close Monday, 2 December 2013

Settlement Wednesday, 4 December 2013

Allotment of New Shares Thursday, 5 December 2013

Shares expected to commence trading (on a deferred settlement basis) Thursday, 5 December 2013

Shares expected to commence trading (on a normal settlement basis) Monday, 9 December 2013

Note:
These dates are indicative only and may change. LifeHealthcare, in conjunction with the Lead Manager, reserves the right to vary the dates of the Offer without prior 
notice including closing the Offer before the scheduled Closing Date. Applicants are encouraged to submit their Application Forms as soon as possible after the Offer 
opens. All times referred to in this Prospectus are AEDT.

Key Offer Statistics

Offer Price $2.00

Total number of Shares offered under the Institutional Offer, Broker Firm Offer and Employee Offer 38.3 million

Total number of Shares on issue on Completion of the Offer1 42.5 million

Amount to be raised under the Offer $76.6 million

Indicative market capitalisation2 $85.0 million

Pro forma net debt on Completion of the Offer3 $24.0 million

Enterprise value on Completion of the Offer4 $109.0 million

Enterprise value/pro forma CY2014F EBITDA 7.0x

Enterprise value/pro forma CY2014F EBIT 8.8x

Offer Price/pro forma CY2014F NPAT per Share 11.3x

Offer Price/pro forma CY2014F NPATA5 per Share 10.9x

Pro forma CY2014F NPAT per Share 17.7 cents

Pro forma CY2014F NPATA5 per Share 18.3 cents

Offer price/pro forma FY2014F NPAT per share 11.7x

Offer Price/pro forma FY2014F NPATA5 per Share 11.3x

Pro forma FY2014F NPAT per Share 17.1 cents

Pro forma FY2014F NPATA5 per Share 17.7 cents

FY2014F annualised dividend yield6 6.9%

Notes:
1.  Comprises the Shares issued under the Institutional Offer, the Broker Firm Offer and the Employee Offer and those issued pursuant to the Sale Deeds (refer to 

Section 7 for more information).
2.  Market capitalisation excludes 0.9 million existing options issued to employees, equivalent to 2.2% of Shares on issue on Completion of the Offer. See Section 9.6.3 

for a description of these options. Market capitalisation is based on the Offer Price.
3. Pro forma net debt equal to current and non-current borrowings less cash and cash equivalents (see Section 4.4.2).
4. Enterprise value on Listing is based on the Offer Price.
5. Net profit after tax excluding amortisation of specifically identifiable intangibles (net of tax effect).
6.  LifeHealthcare expects to pay a dividend of 70% of pro forma NPATA for the period from 1 January 2014 to 30 June 2014. Based on the FY2014 forecast NPATA, this 

payout ratio equates to a dividend of 6.9 cents per Share.
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Dear investor

On behalf of the directors of the Company, it is my pleasure to invite you 
to read this Prospectus and to become a Shareholder of the Company.

LifeHealthcare is a specialised distributor of high end medical devices in 
Australia and New Zealand and sells its products to customers including 
surgeons, hospitals and other medical specialists. 

LifeHealthcare operates an integrated model whereby it sources products from 
a range of international medical device companies and sells them via a highly 
skilled workforce, including 62 specialty focussed sales representatives. 
These sales representatives work closely with LifeHealthcare’s customers to 
educate, train and assist them to achieve the best possible outcome from the 
use of these products. The combination of high quality products from multiple 
suppliers with a full service offering for customers is a competitive advantage 
for LifeHealthcare.

LifeHealthcare is led by an experienced senior management team, including 
Daren McKennay who founded the business in 2006 through the acquisition 
of six separate medical device companies. Since that time, LifeHealthcare has 
continued to grow and is now one of the leading independent medical device 
companies in Australasia with 137 employees, including sales representatives 
in each of Australia’s mainland states and in New Zealand. This scale allows 
LifeHealthcare to continue to invest in new products and people to support 
its future growth.

LifeHealthcare has a strong financial track record and has achieved compound 
annual growth in pro forma consolidated EBITDA from FY2010 to FY2013 of 
18.9%. The Directors believe that LifeHealthcare is well positioned to achieve 
further growth as a result of demographic and social factors, which are driving 
growth in demand and product innovation, increased growth in customers and 
the ongoing introduction of new products sourced from existing and referred 
relationships and via proactive market surveillance. 

This Prospectus contains detailed information about the Offer, the industry 
in which LifeHealthcare operates, LifeHealthcare’s business and its historical 
and forecast financial performance. As with other companies, LifeHealthcare 
is subject to a range of risks including loss of key suppliers and major 
customers, movement in foreign exchange rates and changes in government 
policy and regulation. The risks of investing in LifeHealthcare are detailed in 
Section 5. I encourage you to read this document carefully and in its entirety 
before making your investment decision.

On behalf of my fellow Directors, I look forward to welcoming you as a 
Shareholder.

Yours sincerely

Bill Best
Chairman
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LifeHealthcare is an Australian and New Zealand 
medical technology distributor with a wide 
range of high-end products across clinically 
specialised divisions.

LifeHealthcare looks for innovation in everything that we do – 
in serving our customers, in the way that we run our business, 
and in the way that we approach solving problems. 

Our Products at a glance
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Spine Surgery
Cervical Spine Systems
Thoracolumbar Spine Systems
Dynamic Spine Systems
Retractors & Instruments
Biologics
Adhesion Barriers & Haemostasis
BodyTom CT Scanner
Bracing
Mazor Robotics Renaissance Guidance System 

Orthopaedics
Hip
Knee
Paediatrics
Biologics – Soft Tissue, Small Joints

Neurosurgery
Aneurysm and AVM Implants
Electrosurgery
Dural Sealants
Cranial Closure
Haemostatic Agents
Radiofrequency Ablation
Neurosurgical Theatre Consumables

Neurophysiology
Electromyography Devices
Electroencephalography Devices
Intraoperative Neuro Monitoring Devices
Adaptors, Cables, Electrodes & Leads
Needles & Probes
Caps
Disposables including Gel, Straps & Tape

Instruments & Consumables
General
Ophthalmology
Orthopaedic
Obstetric Gynaecology
Cardio Thoracic
ENT

Bariatric
Gastric Banding

Capital Equipment
BodyTom CT Scanner
Specialised Surgical Tables
Serres Suction Liner System
PMI Doro Headclamp Systems
BFW Surgical Headlights
Scandmed

Ultrasound
Cardiology and Vascular Solutions

1

2

3

4

5

6

7

8

5

P R O S P E C T U S

F
or

 p
er

so
na

l u
se

 o
nl

y



6

Section One 
Investment 
Overview

6
F

or
 p

er
so

na
l u

se
 o

nl
y



Topic Summary

A. INTRODUCTION

Who is the issuer of the 
Prospectus?

LifeHealthcare Group Limited, a company incorporated in Victoria, Australia (ACN 166 525 186).

What is LifeHealthcare? LifeHealthcare is a specialised distributor of high end medical devices in Australia and 
New Zealand. LifeHealthcare sells its products to customers including surgeons, hospitals 
and other medical specialists via 62 specialty focussed sales representatives. 

For more information Section 3 contains details about LifeHealthcare and the business  
it operates.

What are medical devices? A medical device is an instrument, apparatus, appliance or material that is used to diagnose, 
monitor, prevent or treat conditions in humans. Medical devices achieve their intended 
outcome by physical rather than pharmacological, immunological or metabolic means.

For more information Section 2.1.

What is the Offer? The Offer is an initial public offering by invitation of the Company of 38.3 million Shares under 
this Prospectus.

For more information Section 7 contains details of the Offer.

What is the purpose 
of the Offer? 

The purpose of the Offer is to provide:  

• an opportunity for the Existing Investors to realise all, or a portion, of their investment;

• LifeHealthcare with an improved capacity to attract and retain quality staff through short 
and long term employee incentives;

• additional financial flexibility for LifeHealthcare to pursue growth opportunities and 
improve access to capital markets as a result of its listing on ASX;

• a liquid market for the Shares and an opportunity for others to invest in Shares; and

• LifeHealthcare with the benefits of increased profile, transparency and credibility that 
arises from being a listed entity.

For more information Section 7.1.2.

What is the proposed 
use of proceeds pursuant 
to the Offer?

Proceeds received by the Company for the issue of Shares, together with borrowings under 
the New Banking Facilities, will be used to:

• acquire Shares from Existing Investors;

• pay a dividend to the Existing Investors in respect of accrued profits from the operation of 
the business up to Completion of the Offer;

• pay other costs associated with listing on the ASX;

• pay establishment costs of the New Banking Facilities;

• pay the cash portion of consideration for the Founder Share; and

• repay current indebtedness.

For more information Sections 7.1.2 and 9.12.
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Topic Summary

B. KEY STRENGTHS OF LIFEHEALTHCARE

Positive market dynamics • In the 12 months to 31 December 2013, it is expected that A$4.8 billion and NZ$1.0 billion of 
medical devices will be sold in Australia and New Zealand respectively.

• The ageing population is expected to increase demand for medical devices and healthcare 
services.

• 55% of LifeHealthcare’s FY2013 revenue was derived from Implantable Devices, which 
comprises orthopaedic and prosthetic products. This segment of the medical devices 
industry is forecast to grow at a CAGR of 7.7% and 12.0% in Australia and New Zealand 
respectively over the five years to 2018.

• LifeHealthcare has exposure to the private hospital sector and growth in private health 
insurance coverage.

For more information Section 2 contains details about the Australian and New Zealand 
medical devices industry within which LifeHealthcare operates.

Attractive business model 
that provides benefits 
for medical equipment 
manufacturers and 
customers 

LifeHealthcare’s business model provides benefits for both its customers and suppliers, 
including:

• the ability to offer customers a range of products from multiple leading manufacturers that 
are suited to the Australian and New Zealand market; 

• specialty focussed sales representatives who can assist customers with training, education 
and clinical support; and 

• channel leadership and national presence provides medical device manufacturers with an 
attractive route to market.

For more information Section 3.5. For further details, refer Sections 3.6, 3.8 and 3.10.

Significant growth 
opportunities

In addition to the underlying industry growth, LifeHealthcare is well positioned to continue to 
grow its market share via a number of initiatives:

• introducing new products into existing clinical channels that are complementary to current 
products;

• attracting new surgeon customers and growing sales to these customers over time;

• entering new clinical channels that have similar characteristics to its existing clinical 
channels; and

• utilising step-out opportunities, including potential acquisitions and geographic expansion. 

For more information Section 3.11.

Strong financial profile • Pro forma consolidated revenue and pro forma consolidated EBITDA growth at a CAGR of 
5.4% and 18.9% respectively from FY2010 to FY2013.

• Attractive pro forma consolidated EBITDA margins (17.6% in FY2012, 18.3% in FY2013 and 
forecast to be 18.5% in FY2014F).

For more information Section 4 contains details of the basis of preparation of the Forecast 
Financial Information and underlying assumptions.

Experienced senior 
management team

• LifeHealthcare’s senior management team has considerable experience in the healthcare 
sector – CEO Daren McKennay is the founder of LifeHealthcare with approximately two 
decades of healthcare sector experience including an executive management position in 
an ASX-listed company.

• Management has a combination of public and private company experience.

For more information Section 6.2.
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Topic Summary

C. KEY FEATURES OF LIFEHEALTHCARE’S BUSINESS MODEL

What is LifeHealthcare’s 
business model?

LifeHealthcare operates an integrated business model that provides benefits for both its 
suppliers and its customers.

The key elements of LifeHealthcare’s business model are:

• Products – LifeHealthcare brings together a comprehensive product portfolio from a mix 
of suppliers within focussed clinical channels. This ability to provide a product portfolio 
comprising products sourced from a range of manufacturers is regarded by LifeHealthcare 
management as a key competitive advantage relative to proprietary product ranges of 
subsidiaries of multinational medical device companies;

• People – customers often rely on LifeHealthcare’s staff in clinical environments – including 
in the operating theatre itself – to have a high level of product knowledge and the ability 
to provide clinical support for the products. The relationship between LifeHealthcare and 
customers is often a major determining factor in securing new business and ensuring 
recurring business;

• Customers – LifeHealthcare works with medical key opinion leaders and specialised 
surgeons, enhancing LifeHealthcare’s offering in the market; and

• Channel leadership – LifeHealthcare has focussed on developing a market leading position 
in its target clinical channels to become one of the partners of choice for medical device 
companies looking to sell products used in these clinical channels into Australia and 
New Zealand.

For more information Section 3.5. For further details, refer Sections 3.6, 3.8 and 3.10.

What markets does 
LifeHealthcare compete in?

LifeHealthcare competes in the medical devices market in Australia and New Zealand. 
In particular, LifeHealthcare focuses on specialised clinical channels including spine surgery, 
neurosurgery, bariatrics, general surgery, surgical instruments, cardiology, orthopaedic 
surgery and neurology.

LifeHealthcare is headquartered in Sydney, Australia and has sales offices in Perth, Adelaide, 
Melbourne, Brisbane and Auckland, New Zealand.

For more information Section 3.4.

What products does 
LifeHealthcare sell?

LifeHealthcare sells a wide range of high end medical devices. These are clinical in nature 
and involve a high degree of technical skill and expertise to use. LifeHealthcare’s products 
range from implants and associated equipment used in spine surgery, to high value capital 
equipment such as a cardiac ultrasound machine. 

LifeHealthcare categorises its products as Implantable Devices, Non-implantable Devices or 
Capital Equipment. 

For more information Section 3.2.
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Topic Summary

C. KEY FEATURES OF LIFEHEALTHCARE’S BUSINESS MODEL continued

Who are LifeHealthcare’s 
customers?

LifeHealthcare sells its products to approximately 1,300 customers in Australia and 
New Zealand. While in many cases the ultimate payer is either a private or public hospital, 
due to the clinical nature of LifeHealthcare’s products the key medical devices decision maker 
or influencer is often a clinical professional. With respect to each product category:

• Implantable Devices – involve a high degree of technical skill and expertise as the product 
is implanted into patients during a surgical procedure. The surgeon undertaking the 
procedure is the primary user of the device and the key decision maker in the choice of 
device and is generally regarded as the customer. 

• Non-implantable Devices – the customer who purchases Non-implantable Devices from 
LifeHealthcare is typically a hospital procurement manager or hospital department. 
However, due to the technical and clinical nature of these products, the clinicians are highly 
influential in the purchase decision.

• Capital Equipment – while the ultimate customer may be a private or public hospital, 
the selection of these devices is typically made by the clinical staff of the hospital or by 
individual clinical professionals. 

For more information Section 3.6.

How does LifeHealthcare 
sell its products?

LifeHealthcare’s products require a high degree of clinical data to support the expected 
outcomes. LifeHealthcare works closely with its suppliers during the regulatory approval 
and early introduction phase of a product, to ensure the right clinical data and performance 
metrics are in place to support the sale of the product.

LifeHealthcare’s sales representatives and support staff require a high level of knowledge 
with respect to the clinical performance of the product in order to sell the product and support 
the customer post adoption.

Education plays an important part in communicating the clinical benefits of LifeHealthcare’s 
products to its customers. LifeHealthcare has a Professional Education Program designed 
to educate and train surgeons and other clinical staff on its products. Key initiatives include 
major symposia with international speakers, local key opinion leader meetings, hands-on 
cadaver workshops, surgeon-to-surgeon training and visits to supply partners.

For more information Section 3.2.

Who are LifeHealthcare’s 
suppliers?

LifeHealthcare currently distributes products from over 60 suppliers. 

These suppliers are predominantly headquartered in the USA and Europe and range from 
large multinational companies to smaller, private companies.

For more information Section 3.8.1.

What is the nature 
of LifeHealthcare’s 
distribution agreements?

The majority of LifeHealthcare’s distribution agreements are on an exclusive basis. The 
term of agreements can range from two years to eight years. The tenure of LifeHealthcare’s 
relationships with suppliers usually extends beyond a single contract term with multiple 
agreement renewals over the life of the relationship. 

For more information Section 3.8.1.
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Topic Summary

How does LifeHealthcare 
source products?

New products come from a variety of sources including existing relationships with 
suppliers, referred relationships and via proactive market surveillance of new products and 
technologies. LifeHealthcare’s marketing team actively manages a pipeline of new products 
and supplier relationships keeping it up-to-date with current technology and positioning 
LifeHealthcare for growth.

One of LifeHealthcare’s competitive advantages is its ability to distribute a product portfolio 
from a range of suppliers and introduce new and innovative technology to the customers in 
Australia and New Zealand. 

Suppliers are attracted to LifeHealthcare because of its scale, its leadership in target 
clinical channels and its full service business model which covers customer service, finance, 
human resources, warehouse/logistics, regulatory affairs, marketing, clinical education and 
administration functions.  

For more information Sections 3.8.2 and 3.8.3.

Who are LifeHealthcare’s 
competitors?

LifeHealthcare competes with local subsidiaries of multinational medical device 
manufacturers and other independent distributors of medical devices. 

For more information Section 3.9.

Who are LifeHealthcare's 
sales representatives?

As at 30 September 2013, LifeHealthcare employed 137 people, including 62 specialty 
focussed sales representatives.

Due to the clinical nature of LifeHealthcare’s products and its level of services, sales 
representatives typically have deep knowledge and expertise within their product categories. 
LifeHealthcare’s sales representatives may have an undergraduate tertiary qualification in 
science or nursing which has been supplemented by specific training in sales and detailed 
clinical and product training in their specific area of expertise.

For more information Section 3.10.

What is LifeHealthcare’s 
growth strategy?

LifeHealthcare believes its investment in the business has positioned it to benefit from 
underlying market growth in addition to increasing its own share of the Australian and 
New Zealand medical devices market. LifeHealthcare aims to increase its market share 
through a combination of:

• sale of additional products to its customers;

• expansion of its customer base;

• entry into new clinical channels; and

• step-out growth opportunities (potential acquisitions or expansion into new 
geographical areas).

For more information Section 3.11.
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D. KEY RISKS

What are the key risks 
to LifeHealthcare?

The Company believes that the key risks to its business are:

Loss of key suppliers
• the loss of distribution arrangements with one or more key suppliers;

Loss of customers
• there is no guarantee that surgeons, hospitals and clinicians will continue to buy products 

from LifeHealthcare;

Foreign exchange rate movements
• LifeHealthcare buys the majority of its products from US and European suppliers in 

US dollars or euro and receives revenue from the sale of these products in Australian 
dollars. Despite its hedging policy and inventory holding period (see Section 4.8), 
LifeHealthcare’s future Australian dollar financial results may be adversely impacted by 
movements in the AUD/USD rate;

Changes in government policies and regulation
• laws or regulations could be amended or new laws or regulations introduced that have 

the effect of changing the current pricing environment for the sale of medical devices or 
changing the current status of product approvals. For example, the regulations governing 
the funding of prostheses by private health insurers could potentially be amended and this 
may have an adverse impact on LifeHealthcare’s earnings;

Price increases by suppliers
• there is a risk that a distribution agreement entered into with one or more of 

LifeHealthcare’s key suppliers could be amended with respect to pricing, and 
LifeHealthcare may be unable to pass on these price increases to its customers;

Product innovation by competitors
• there is a risk that a competitor develops or secures the rights to sell a product that is, or is 

perceived to be, superior to LifeHealthcare’s products;

Increased competition
• existing competitors or new entrants to markets in which LifeHealthcare currently operates 

may be successful in taking market share from LifeHealthcare;

Ability to attract and retain key personnel including sales representatives
• key personnel, such as sales representatives, are crucial to the success of LifeHealthcare’s 

operations. The loss of such personnel and a failure to recruit high quality replacements 
may result in reduced revenues;

Malfunction, recall or other issues associated with the products sold by LifeHealthcare
• if a product that LifeHealthcare distributes is subject to a malfunction or product recall, this 

is likely to have a material adverse impact on LifeHealthcare; and

Damage to reputation
• LifeHealthcare’s reputation may be adversely affected by a number of factors beyond its 

control.

For more information Sections 5.1 and 5.2.
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E. KEY OFFER STATISTICS 

What are the key 
Offer statistics? Offer Price $2.00

Total number of Shares offered under the Institutional Offer, 
Broker Firm Offer and Employee Offer 38.3 million

Total number of Shares on issue on Completion of the Offer1 42.5 million

Amount to be raised under the Offer $76.6 million

Indicative market capitalisation2 $85.0 million

Pro forma net debt on Completion of the Offer3 $24.0 million

Enterprise value on Completion of the Offer4 $109.0 million

Notes:
1.  Comprises the Shares issued under the Institutional Offer, the Broker Firm Offer and the Employee Offer and those 

issued pursuant to the Sale Deeds (refer to Section 7 for more information).
2.  Market capitalisation excludes 0.9 million existing options issued to employees, equivalent to 2.2% of Shares on issue 

on Completion of the Offer. See Section 9.6.3 for a description of these options. Market capitalisation is based on the 
Offer Price.

3. Pro forma net debt equal to current and non-current borrowings less cash and cash equivalents (see Section 4.4.2).
4. Enterprise value on Listing is based on the Offer Price.

For more information Sections 7.1.

What are the key 
investment metrics?

Pro Forma  
Historical Results

Pro Forma  
Forecast Results

$ million FY 2010 FY 2011 FY 2012 FY 2013 FY 2014F CY 2014F

Revenue 65.8 68.5 70.3 76.9 82.6 85.8

EBITDA 8.4 12.2 12.4 14.1 15.3 15.6

EBITA1 6.5 10.4 10.3 11.5 12.4 12.7

EBIT 6.2 10.0 9.9 11.2 12.0 12.3

NPAT 3.7 5.8 5.8 6.7 7.3 7.5

NPATA2 4.0 6.1 6.0 7.0 7.5 7.8

Notes:
1.  Earnings before net interest expense and taxation and excluding amortisation of specifically identified intangibles.
2.  Net profit after tax excluding amortisation of specifically identifiable intangibles (net of tax effect).

For more information Section 4 contains further details about LifeHealthcare’s historical and 
forecast financial position and performance.
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Topic Summary

E. KEY OFFER STATISTICS continued

What are the key 
investment metrics?

continued 

Key ratios

Pro forma CY2014F NPAT per Share 17.7 cents

Pro forma CY2014F NPATA1 per Share 18.3 cents

Enterprise value/pro forma CY2014F EBITDA 7.0x

Enterprise value/pro forma CY2014F EBIT 8.8x

Offer Price/pro forma CY2014F NPAT per Share 11.3x

Offer Price/pro forma CY2014F NPATA1 per Share 10.9x

FY2014F annualised dividend yield2 6.9%

Pro forma net debt/pro forma CY2014F EBITDA 1.5x

Pro forma CY2014F EBITDA/pro forma CY2014F net interest expense 10.0x

Pro forma FY2014F NPAT per Share 17.1 cents

Pro forma FY2014F NPATA1 per Share 17.7 cents

Offer Price/pro forma FY2014F NPAT per Share 11.7x

Offer Price/pro forma FY2014F NPATA1 per Share 11.3x

Pro forma net debt/pro forma FY2014F EBITDA 1.6x

Pro forma FY2014F EBITDA/pro forma FY2014F net interest expense 9.3x

Notes:
1.  Net profit after tax excluding amortisation of specifically identifiable intangibles (net of tax effect).
2.  LifeHealthcare expects to pay a dividend of 6.9 cents per Share relating to the period from 1 January 2014 to 

30 June 2014.

For more information Section 4 contains further details about LifeHealthcare’s historical 
and forecast financial position and performance.

F. KEY TERMS AND CONDITIONS OF THE OFFER 

Will the Shares be listed? The Company will apply to ASX for admission to the official list of ASX and quotation of 
Shares on ASX under the code LHC. Completion of the Offer is conditional on ASX approving 
this application. If approval is not given within three months after such application is made 
(or any longer period permitted by law), the Offer will be withdrawn and all Application 
Monies received will be refunded without interest as soon as practicable in accordance with 
the requirements of the Corporations Act.

For more information Section 7.14.

How is the Offer structured? The Offer comprises:

• the Broker Firm Offer;

• the Institutional Offer; and

• the Employee Offer.

For more information Sections 7.1.1 and 7.3 to 7.5.

Is the Offer underwritten? Yes. The Offer is fully underwritten by the Lead Manager.

For more information Section 7.6.
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Topic Summary

What is the allocation policy? Allocations are at the discretion of the Lead Manager in consultation with the Company.

For more information Sections 7.3.6 (Broker Firm Offer), 7.4.2 (Institutional Offer) and 
7.5.2 (Employee Offer).

Is there any brokerage, 
commission or stamp duty 
payable by Applicants?

No brokerage, commission or stamp duty is payable by Applicants on acquisition of Shares 
under the Offer.

For more information Section 7.11

What are the tax implications 
of investing in the Shares?

The tax consequences of any investment in the Shares will depend upon an investor’s 
particular circumstances. Applicants should obtain their own tax advice prior to deciding 
whether to invest.

When will I receive confirmation 
that my Application has been 
successful?

It is expected that Shareholder statements will be despatched by standard post on or around 
Friday, 6 December 2013.

For more information Section 7.14.2 and Key Dates on page 2.

When will dividends on the 
Shares be paid?

Depending on available profits and the financial position of LifeHealthcare, it is the current 
intention of the Board to pay a dividend following the full year results to 30 June 2014. 
The Board expects to distribute approximately 70% of pro forma NPATA10 for the period from 
1 January 2014 to 30 June 2014.

Thereafter, LifeHealthcare is targeting a dividend payout ratio of 50–70% of statutory NPATA10 
subject to working capital and capital expenditure funding requirements.

The Board can provide no guarantee as to the future dividend policy, the extent of future 
dividends or the level of franking or imputation credits applying to such dividends, as these 
will depend upon, among other things, the actual level of profitability and the financial 
position of LifeHealthcare at the time.

For more information Section 4.10.

Will dividends on the Shares 
be franked?

The dividend paid to Shareholders for the period from 1 January 2014 to 30 June 2014 is 
expected to be fully franked. After this, dividends are expected to be franked to the maximum 
extent permitted by the Company's franking accounts. Due to certain taxation implications 
of the Offer and the formation of the LifeHealthcare Group tax consolidated group, it is not 
expected that the Company will be paying tax or generating franking credits in the near term. 
As such, dividends paid relating to periods beyond 30 June 2014 are not expected to be fully 
franked for at least the period from 1 July 2014 to 30 June 2016.

For more information Section 4.10.

How can I apply? You may apply for Shares by completing an Application Form.

To the extent permitted by law, an Application by an Applicant under the Offer is irrevocable.

For more information Sections 7.3.2 (Broker Firm Offer), 7.4.1 (Institutional Offer) and  
7.5.1 (Employee Offer).

Where can I find more 
information about this 
Prospectus or the Offer?

If you are unclear in relation to any matter or are uncertain as to whether LifeHealthcare is a 
suitable investment for you, you should seek professional guidance from your accountant, 
stockbroker, lawyer or other professional adviser before deciding whether to invest.

For more information Sections 7.2 and 7.15. 

10.  Net profit after tax excluding amortisation of specifically identifiable intangibles (net of tax effects).
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F. KEY TERMS AND CONDITIONS OF THE OFFER continued

Can the Offer be withdrawn? LifeHealthcare reserves the right not to proceed with the Offer at any time before the issue 
of Shares to successful Applicants.

If the Offer does not proceed, Application Monies will be refunded.

No interest will be paid on any Application Monies refunded as a result of the withdrawal 
of the Offer.

For more information Section 7.13.

G. KEY INFORMATION ON THE EXPERIENCE AND BACKGROUND OF THE DIRECTORS AND MANAGEMENT

Who are the directors of 
LifeHealthcare and what 
is their experience?

Bill Best
(Independent 
Non‑executive Chair)

• Bill has been involved in investment banking and stockbroking for 
over 30 years.

• His past experience includes serving as an Executive Director at 
Macquarie Group Limited for 13 years, including as joint head of 
Macquarie Equity Capital Markets division and Managing Director 
of Macquarie Davis/Equities.

Daren McKennay
(Managing Director 
and CEO)

• Daren is the founder of LifeHealthcare and has two decades of 
experience in the healthcare sector.

• Prior to joining LifeHealthcare, Daren was Chief Operating Officer 
of MIA Group Limited following an 11 year career including hospital 
Chief Executive Officer and Regional Director roles with a leading 
private hospital group in Australia (Health Care of Australia and 
previously AME Limited).

John Hickey
(Independent 
Non‑executive 
Director)

• John has had over 17 years’ experience in the healthcare sector in 
Australia and Asia, having held a variety of financial, management 
operational and group executive roles.

• John is currently a board member of Cockburn GP Super Clinic 
and his past experience includes Chief Financial Officer roles at 
Healthscope, Symbion Health and Affinity Health.

Donna Staunton
(Non‑executive 
Director)

• Donna has extensive corporate and government experience in both 
the public and private sectors, in listed and unlisted companies and 
in the not-for-profit area.

• Donna is currently Managing Director of The Strategic Counsel 
and the Chief Executive Officer of the Hearing Care Industry 
Association. She is also on the board of the Mental Health CRC and 
is a member of The Australian Institute of Company Directors.

Michael Alscher 
(Non‑executive 
Director)

• Michael is the Managing Partner and founder of Crescent Capital 
Partners, a leading Australian private equity investment firm with 
over $1 billion under management.

• Prior to founding Crescent Capital Partners, Michael was a 
consultant at Bain International and the LEK Partnership.

• Michael has been involved in the healthcare industry since 
1991, and has been Chair of Lifehealthcare Pty Limited since its 
foundation until time of listing and Chairman of National Hearing 
Care, the largest audiology provider in the Asia Pacific region.

• Michael is currently the non-executive Chair of Cover-More Travel 
Insurance and National Dental Care; and a non-executive director of 
ClearView, National Medical Services Group and Breezeway Louvre 
Windows.

For more information Section 6.1.
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Who are the senior 
management of 
LifeHealthcare and 
what is their experience?

Daren McKennay
(CEO)

• See above.

David Wiggins
(CFO)

• David has over 15 years’ experience involving both financial and 
operational roles in publicly-listed and large private companies in 
distribution, manufacturing and service industries.

• Prior to joining LifeHealthcare, David was General Manager M&A – 
GEON Group and before that Chief Financial Officer and Company 
Secretary of Promentum Limited. David commenced his career 
with Deloitte.

For more information Section 6.2 contains details of other members of the senior 
management team.

H. SIGNIFICANT INTERESTS OF KEY PEOPLE AND RELATED PARTY TRANSACTIONS

What significant benefits 
and interests are payable 
to Directors and other 
persons connected with 
the issue of the Shares or 
the Offer?

Key people Interest or benefit

Management 
(including 
Daren McKennay and 
David Wiggins)

• Remuneration

• Sale of interest in LifeHealthcare

Funds advised by 
Crescent Capital 
Partners

• Sale of interest in LifeHealthcare

Non-executive 
Directors

• Directors’ fees

Advisers and other 
service providers

• Fees for services

For more information Sections 6.3.1 and 6.3.2.

Who are the owners of 
LifeHealthcare at the date 
of this Prospectus and are 
they retaining an interest?

Ownership of
Lifehealthcare Pty Limited 

prior to the Offer1

Ownership of the 
Company following 

Completion of the Offer1

%
Shares 

(million) %

Macquarie Investment Management 44.7% – –

Funds advised by Crescent Capital Partners 35.8% – –

Daren McKennay2 3.7% 1.5 3.5%

Other Directors and members of Management3 2.0% 0.6 1.4%

Other Existing Investors 13.9% 2.4 5.6%

New Shareholders pursuant to the Offer – 38.0 89.5%

Total 100.0% 42.5 100.0%

Notes:
1. Shown on an undiluted basis. For more information on existing options issued to employees, refer to Section 9.6.3.
2.  See Section 6.3.1 for further details of Daren McKennay’s shareholding and interests prior to the Offer (including details 

of the Founder Share, which is not included in the table above).
3.  Excluding Daren McKennay’s holding. See Section 6.3.1 for a breakdown of Directors holdings on Completion of the Offer.

For more information Section 7.1.6.
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2.1 Introduction
LifeHealthcare operates in the medical devices industry in Australia and New Zealand. 

A medical device is an instrument, apparatus, appliance or material that is used to diagnose, monitor, prevent or treat conditions 
in humans. Medical devices achieve their intended outcome by physical rather than pharmacological, immunological or 
metabolic means.

The medical devices industry covers a range of products, including: 

• orthopaedic and prosthetic products: include orthopaedic implantable devices such as major joints such as hips and knees, 
extremities and spine implants;

• patient aids: include portable aids (e.g. hearing aids) and therapeutic appliances (e.g. Continuous Positive Air Pressure or 
CPAP machines); 

• diagnostic imaging equipment: include products such as ultrasound, CT, MRI and X-ray equipment; 

• consumable products: include general (non-prosthetic) medical products such as syringes, needles, bandages and dressings, 
and suture material; 

• dental products: include products such as capital equipment (e.g. chairs, X-ray, drills, etc) as well as dental instruments and 
supplies (e.g. dental cements, fittings and artificial teeth); and

• other: include a wide variety of smaller medical device segments such as endoscopy apparatus, ophthalmic instruments and 
dialysis apparatus. 

LifeHealthcare operates primarily in the orthopaedic and prosthetic products segment; however, it also supplies products in the 
diagnostic imaging and consumables segments. 

2.2 What is the size of the medical devices industry in Australia and New Zealand?
In the 12 months to 31 December 2013, it is expected that the medical devices industry will generate sales of A$4.8 billion in 
Australia and sales of NZ$1.0 billion in New Zealand1.

Australia is one of the 20 largest medical devices markets in the world by size and ranks only behind China and Japan in the 
Asia Pacific region2. 75% of the sales in the Australian medical devices market is located in New South Wales, Victoria and 
Queensland3.

The largest single segment of the market in Australia is the orthopaedics and prosthetics products segment, comprising 
approximately 18.0% of the industry sales or A$865 million of sales in the 12 months to 30 June 20134. In New Zealand, the 
largest segment is patient aids, making up approximately 16.2% or NZ$163 million of industry sales in the 12 months to 
30 June 20135.

Chart 1 Forecast medical device sales by product area for the 12 months to 31 December 2013

Australia – Market size: A$4.8 billion New Zealand – Market size: NZ$1.0 billion (c.A$0.9 billion)

A$1,529m
31.7%

A$247m
5.1%

A$792m
16.5%

A$647m
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15.3%
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Orthopaedics and Prosthetics Diagnostic Imaging Dental ProductsPatient Aids Consumables Others

NZ$392m
38.8%

NZ$154m
15.3%

NZ$57m
5.6%

NZ$89m
8.8%

NZ$163m
16.2%

NZ$156m
15.4%

 
Source: Espicom 2013

1 – 5. Espicom 2013
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2.3 Key characteristics of the medical devices industry
Key characteristics of the medical devices industry include:

• high level of regulation: The industry is highly regulated with a primary objective of ensuring the products are of high 
quality and appropriate for use. The main regulatory body in Australia is the Therapeutic Goods Administration (TGA). The 
TGA evaluates all therapeutic goods supplied in, or exported from, Australia, including prescription medicines, implants 
and medical devices, to ensure that they are consistently safe, effective and of high quality. Before a medical device can 
be commercially imported and supplied in Australia, it must be registered on the Australian Register of Therapeutic Goods 
(ARTG). The TGA requires a high degree of clinical outcome and safety data on a product before it will be added to the ARTG. In 
New Zealand, the medical devices industry is regulated by the New Zealand Medicines and Medical Devices Safety Authority, 
otherwise known as Medsafe; 

• separation of the end user from the primary user: While patients ultimately benefit from medical devices, they are often not 
involved with their direct use or application. The primary users of medical devices are typically clinical professionals such as 
surgeons, physicians, nurses and allied health professionals. In certain cases, the medical device is used solely by a clinical 
professional (e.g. tools and instruments used for implantation of prosthetics). As a result, the key decision maker in terms of 
which device to use is typically a clinical professional rather than the patient;

• importance of skilled usage and application: The function and performance of a medical device is determined by the skill 
and knowledge of the clinical professional involved in the application of the device as well as the attributes of the device 
itself. Consequently, product education, clinical training and ongoing product support are important functions of the medical 
devices supplier. The capacity of suppliers to provide this support requires deep product knowledge and appropriately 
qualified personnel; and

• gradual innovation: Innovation in medical devices is often driven by the insight and experiences of clinical professionals 
during the course of use. Combined with regulatory hurdles to the commercial introduction of new products, this typically 
results in ongoing, incremental progression rather than significant changes in product technology and design.

2.4 Historic and forecast growth of the medical devices industry in Australia and New Zealand
In Australia, sales of medical devices grew at a compound annual growth rate (CAGR) of 4.4% for the period from the year ended 
31 December 2008 to year ended 31 December 136. Sales are forecast to grow to $6.4 billion for the year ended 31 December 2018, 
representing a CAGR of 6.0% 7. 

Chart 2  Sales in the Australian medical device market: year ended 31 December 2008 – year ended 
31 December 2018 (A$ billion)
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Source: Espicom 2013

In New Zealand, sales of medical devices grew at a CAGR of 5.3% for the period from the year ended 31 December 2008 to the 
year ended 31 December 2013 and are forecast to grow to NZ$1.4 billion for the year ended 31 December 2018, representing a 
CAGR of 6.9% 8.

6 – 8. Espicom 2013.
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Chart 3  Sales in the New Zealand medical devices market: year ended 31 December 2008 – year ended 
31 December 2018 (NZ$ billion)
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Within the Australian and New Zealand medical devices industry, the highest rate of growth is expected to be generated in the 
orthopaedic and prosthetics segment, as set out below.

Table 1 Forecast sales and growth of the Australian and New Zealand medical devices industry by segment

Australia (A$ billion) New Zealand (NZ$ billion)

2013 2018 CAGR 2013 2018 CAGR

Orthopaedics and prosthetics 0.86 1.25 7.7% 0.15 0.27 12.0%

Patient aids 0.79 1.01 4.9% 0.16 0.23 6.7%

Diagnostic imaging 0.74 0.96 5.4% 0.09 0.11 5.1%

Consumables 0.65 0.79 4.0% 0.16 0.23 8.2%

Dental products 0.25 0.36 7.7% 0.06 0.07 5.7%

Other 1.53 2.09 6.4% 0.39 0.50 4.8%

Total 4.82 6.45 6.0% 1.01 1.41 6.9%

Source: Espicom 2013

2.5 Drivers of growth in the medical devices industry
Growth in the market for medical devices is driven by a number of factors, including: 

• ageing of the population; 

• increased demand for health services; and 

• stability and growth in private health insurance coverage.

These factors (outlined in further detail below) are expected to contribute to a significant increase in health expenditure 
over time. 

The chart below shows the expected increase in government healthcare expenditure in Australia.
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Chart 4 Total Australian government healthcare expenditure (A$ million, nominal)
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Ageing of the population
The Australian Bureau of Statistics estimates that the Australian population will increase from 23.2 million people in 2013 to 
nearly 40 million people in 2050. This growing population is also ageing and the number of people aged 65–84 years in Australia 
will more than double and the number of people aged over 85 will be almost six-fold by 2050 (compared to 2013)9.

As the population ages, the number of people requiring medical intervention including medical devices is expected to increase. 
Age is influential in determining the need for procedures such as orthopaedic treatment and the demand for replacements for 
worn or arthritic joints and vertebrae. Individuals aged 65 years have a higher average number of hospital procedures than 
individuals aged less than 65 years.

Chart 5  Percentage of the Australian population aged 
over 65: 1990 to 2050 (%)

Chart 6  Australian population aged over 65: 
1990 to 2050 (million)
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Source: Australian Bureau of Statistics 2008 (latest published population projection data)

The New Zealand population is expected to display similar trends, driving an increase in real health spending over future 
decades.

9. Australian Bureau of Statistics 2008 (latest published population projection data).
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Increased demand for health services
The Australian Government Intergenerational Report 2010 cites demand for higher standards of care as a significant contributing 
factor to the expected increase in healthcare expenditure in Australia. The over 65 age group is expected to be more likely than 
previous generations to seek medical intervention to maintain more active lifestyles illustrated by increasing participation rates 
in sport and physical activity.

Chart 7 Proportion of Australian 65+ age group participating in sport and physical activity (%)
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Source: Australian Bureau of Statistics; Australian Intergenerational Report 2010

Stability and growth in private health insurance coverage
59% of LifeHealthcare’s revenue in FY2013 was derived from the private sector in Australia which includes private hospitals and 
private patients treated in public hospitals. The private hospital sector in Australia is largely funded through private health insurance. 

Stability in private health insurance coverage has been supported by a number of government initiatives designed to incentivise 
people to take up private health insurance and lower demand on the public healthcare system. 

In Australia, these incentives include:

• Federal Government private health insurance rebate for qualifying individuals and families;

• The Medicare Levy Surcharge – a tax imposed on taxpayers who earn above a threshold amount but who have not taken out 
private health insurance; and 

• The Lifetime Health Cover penalty – an extra charge of 2% of the premium for members who are aged over 30 years when they 
first take out private health insurance (this penalty ceases after 10 continuous years of private health cover). 

As at 31 March 2013, 54.7% of the Australian population had some form of private health insurance, with 46.9% having hospital cover10.

Chart 8 Number of Australian persons with hospital treatment cover (million)
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10. Private Health Insurance Administration Council 2013.
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Approximately 30% of the population in New Zealand or 1.34 million people are covered by private health insurance11. 70% of all 
elective surgery in private hospitals in New Zealand is funded through private health insurance12. In addition, all New Zealanders 
are covered by the Accident Compensation Scheme (ACC) which provides comprehensive, no-fault injury cover for private 
treatment13.

2.6 Who makes the decision to purchase medical devices?
Given the nature of high end medical devices, the primary users are often clinical professionals such as surgeons, physicians, 
nurses or allied health professionals. As such, in certain categories of medical devices the purchasing choice is typically made 
directly or indirectly by a clinical professional rather than the payer or the patient. 

The clinical professionals who are involved in the decision to purchase medical devices are the primary customers of distributors 
in the medical devices industry. 

Section 3.6 provides further detail on LifeHealthcare’s customers.

2.7 Who are the payers for medical devices? 
Depending on the nature of the device, the payers for medical devices include:

• public hospitals;

• private hospitals;

• other healthcare facilities, such as aged care facilities;

• private medical practitioners; and

• patients. 

The medical devices that are distributed by LifeHealthcare are predominantly paid for by hospitals (both private and public) and 
by medical practitioners. 

Section 3.7 provides further detail on the payers for medical devices distributed by LifeHealthcare.

2.8 How are medical device purchasers in Australia and New Zealand funded?
Purchasers of medical devices are funded from a range of different sources, depending on the payer, patient and the nature of 
the medical device. 

The below description is focussed on the medical devices which are most relevant to LifeHealthcare’s business.

2.8.1 Public hospitals in Australia
All Australian citizens and permanent residents of Australia are entitled to free public hospital treatment, including the cost of 
any medical devices used in that treatment. 

Most medical devices purchased by public hospitals, including capital equipment, implants and consumables are funded from 
the hospital’s capital or recurring expenditure budget. Public hospital budgets are predominantly funded by an allocation from 
state government budgets and the Australian Government. Public hospitals may also receive income from the Department of 
Veterans’ Affairs, private health insurance organisations and individuals14.

11 – 12. Health Funds Association of New Zealand, Fact File – Health Insurance in New Zealand, May 2013.
13. ACC website, Introduction to ACC.
14. Australian Institute of Health and Welfare 2012.
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Chart 9 Funding sources for public hospitals – 12 months to 30 June 2011
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Source: Australian Institute of Health and Welfare 2012

2.8.2 Private sector in Australia
The funding environment is more complex in the private sector with private health insurance, Medicare and patients being the 
primary sources of funding.

Private health insurance
Private health insurance is an important source of both direct and indirect funding for medical devices as it contributes towards 
the cost of:

• private hospital services (e.g. theatre fees and accommodation in the ward); 

• gap payments for medical services delivered by surgeons and other doctors to privately insured patients; and 

• prosthetics used in the treatment of privately insured patients.

Private health insurance funds some or all of the theatre fees and accommodation costs incurred by patients at private hospitals. 
As such, private health insurance indirectly funds the purchase of non-implant medical devices by private hospitals, including 
consumables and capital equipment. 

Chart 10 Funding for privately insured hospital services – 12 months to 30 June 2012

96%

4%
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Patient out-of-pocket

 

Source: Private Health Insurance Administration Council reports into the operation of private health insurers (2011–2012)
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If an implant used in the treatment of a privately insured patient is registered on the Prostheses List, the cost of the implant is 
funded directly by the patient’s private health insurer, by way of a reimbursement to the hospital. There are over 9,000 items 
listed on the Prostheses List. The reimbursement provided by health insurers is regulated by the Department of Health through 
the Prostheses List Advisory Committee (PLAC). Section 2.10.2 contains further information on the Prostheses List and PLAC.

Medicare
Medicare is Australia’s universal health insurance scheme that funds or subsidises the cost of certain medical services that are 
provided out of hospital as well as private in-hospital services. Medicare defines different health services listed on the Medicare 
Benefits Schedule (MBS) and specifies a set schedule fee and rebate for each service. 

While Medicare does not directly fund the purchase of medical devices, it is an important source of funding to the medical 
devices sector in that it provides funding for: 

• surgeons and other doctors that admit patients to private hospitals for surgery or other medical treatment; and

• patients who receive outpatient medical services that require the use of medical devices, thereby supporting the purchase 
of these medical devices by private sector practitioners. For example, a patient who receives an ultrasound in an outpatient 
setting receives a Medicare rebate, typically equivalent to 85% of the scheduled fee.

Patient funding 
Some portion of the cost of outpatient medical services and hospital treatment is paid by the patient. In the case of outpatient 
medical services, this portion will depend on the price charged above the scheduled fee and, in the case of private hospital 
treatment, will also depend on the patient’s level of private health insurance.

Furthermore, if an implant is not included on the Prostheses List, it is unlikely to be funded at all by a patient’s health insurer 
and the cost will be borne entirely by the patient.

2.8.3 New Zealand
Similarly, the New Zealand system is funded via a combination of public and private sources. Public hospitals are funded by the 
New Zealand Government, with expenditure managed by District Health Boards. 

In 2012, the New Zealand Government agreed to a plan to transition the management of medical devices procurement to the 
Pharmaceutical Management Agency (PHARMAC). PHARMAC already managed the funding of medicines in New Zealand on 
behalf of the District Health Boards. The consolidation of the management of medical devices in the New Zealand public sector 
is expected to drive improvements in the consistency and efficiency in the treatment of patients. PHARMAC’s management 
of medical devices will be phased in between now and mid-2015; however, the listing of all products on the Pharmaceutical 
Schedule is expected to take much longer. This regime, including its scale, is expected to be similar to the state-based period 
contracting schemes in the Australian public hospital system.

2.9 How do medical device companies go to market?
There are broadly three ‘go to market’ models in the medical devices industry.

Figure 1 Models in the Australian and New Zealand medical devices industry

Direct Distributor Distributor agent

Description • Local subsidiary of a 
multinational

• Employs sales team 
directly

• Responsible for all 
functions including 
sales, customer 
relationship, 
regulatory affairs

• Typically doesn’t act 
as a distributor for 
‘other’ products

• Distributor is responsible 
for all functions including 
sales, customer relationship, 
training, regulatory affairs etc.

• Distributor purchases 
products from the supplier 
and takes on stock risk

• Distributor may represent a 
number of suppliers

• Distributor is typically 
exclusive in the region

• Responsible for customer 
relationship and sales

• Manufacturer may be 
responsible for some central 
functions e.g. marketing, 
training, regulatory affairs

• Manufacturer usually invoices 
the payer 

• Agent typically has an exclusive 
territory for a manufacturer

• Agent may also represent other 
suppliers

Examples of 
manufacturers using 
this model

• Johnson & Johnson
• Stryker

• K2M
• Philips
• Covidien

• Medtronic
• Biomet
• Global Orthopeadics

Source: LifeHealthcare

26

Section Two
Industry Overview

F
or

 p
er

so
na

l u
se

 o
nl

y



There are over 500 medical device companies in Australia with products included on the ARTG15. Independent third party 
distributors make up approximately 65% of companies with registered products; however, there is a wide variety of size and 
sophistication among third party distributors, with a large number of small, third party importers who provide only a small 
number of products16. 

Chart 11  Companies in the Australian medical devices industry by type (2012)

65%

7% 5%

11%

12%

Third party independent importer (distributor/wholesaler)

Importer of medical technology as subsidiary of 
multinational company

Manufacturer of medical technology in Australia

Supplier of medical technology manufactured in Australia

Other

 

Source: Medical Technology Association of Australia (MTAA) 2012

Due to the highly specialised nature of the products and the skills and training required to use them, companies in the medical 
devices industry in Australia and New Zealand typically compete on the basis of their clinical expertise that they are able to offer 
to clinical professionals. 

Larger, independent companies in the sector, such as LifeHealthcare, possess a number of competitive advantages due to the 
autonomy and scale of their activities:

• quality of staff – in the case of implants and other high end products, sales representatives typically work with hospital 
nursing staff to ensure correct set up for a procedure and are present at the surgery itself to provide assistance and advice on 
the set up and use of the implants and instruments to the surgical team as required. Larger distributors with strong market 
positions are generally able to attract high quality staff as they can offer superior career opportunities and strong internal 
education programs that support an employee’s career aspirations;

• clinical education, training and ongoing support – given the specialist nature of many medical devices, clinical professionals 
often require a level of education in using the product. This can include didactic and hands-on training such as face-to-face 
education from local and international peers. Larger distributors of medical devices with a national presence have the scale 
and product range to facilitate this training;

• product range – clinical professionals may choose a supplier based on the range, quality and availability of products that 
they supply. Larger distributors carry a broader range of products within and across certain specialties, thereby allowing 
them to supply more of a customer’s requirements. Third party independent suppliers can select products from a range of 
manufacturers;

• autonomy, flexibility and responsiveness – independent distributors have the ability to bring new, innovative products 
to market from new sources without the need for long internal product development or acquisition processes. Typically, 
multinationals only source their own proprietary products. Local management autonomy also often allows independent 
distributors to respond quickly to customers’ needs; and

• customisation – suppliers can work with leading clinical professionals to develop specialised instruments for the preparation, 
implantation and potential revision of surgical implants. These instruments are proprietary to the particular implants and 
can often include specific surgeon preferences and custom instruments. Smaller participants often do not have the financial 
resources or level of specialisation required for this practice while subsidiaries of multinationals may be constrained by global 
product categories and requirements.

15 – 16. Medical Technology Association of Australia (MTAA) 2012.
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2.10   Regulation of the medical devices industry
Regulation of the medical devices industry in Australia is focussed on two key areas; safety and pricing (including listing on the 
Prostheses List).

Figure 2 Summary of regulatory processes in the medical devices industry

Australian regulatory process New Zealand regulatory process

Timing Description

Collect data and receive 
approval offshore

Therapeutic Goods 
Administration (TGA) 

approval

Listing on Prostheses List

LifeHealthcare manages 
on behalf of suppliers  

2 – 10+ years • Typically, published trials with strong 
efficacy data is required

• The Medicines (Database of 
Medical Devices) Regulations 
2003 required an importer 
or person who arranges the 
importation of a medical device 
to provide certain information 
about each medical device

• The Minister of Health has 
the discretion to prohibit the 
importation of any medical 
device in New Zealand

3 – 12 months • Medical Device companies submits 
product dossiers for new products 
throughout the year

• Dossiers typically based on 
documentation used for regulatory 
submissions in other jurisdictions 
(e.g. a CE mark, FDA 510K or PMA 
approvals)

6 – 12 months • Submission to PLAC (Prostheses List 
Advisory Committee) occurs post TGA 
approval

• PLAC determined the price paid by the 
insurer based on benchmarks against 
comparator devices already on the list 
– Prostheses List is published twice a 
year (in February and August)

• Where the Prostheses List is not 
applicable (e.g. non-prostheses 
medical devices or for treatment of 
patients in a public hospital) the price 
of medical devices in Australia is 
unregulated

Source: LifeHealthcare
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2.10.1 Safety
Medical devices are regulated by the Therapeutic Goods Administration (TGA), a section of the Australian Government’s 
Department of Health and Ageing. Medical devices that make a therapeutic claim must be registered with the TGA and be 
included on the Australian Register of Therapeutic Goods (ARTG) before they can be imported or supplied in Australia or 
exported from Australia. The TGA evaluates products for safety, efficacy and quality.

The TGA has a risk-based approach to regulation and the extent of regulation applied to medical devices depends on its product 
classification.

Class I devices are deemed as low risk and include products such as hospital beds, wheelchairs, stethoscopes, simple 
surgical instruments and crepe bandages. Class I products are registered in Australia using a self-assessment application. 
TGA undertakes random audits to ensure compliance, including that the applicant has correctly classified the product and has 
suitable supporting data.

Class IIA and Class IIB devices include monitoring equipment,  trauma implants, and urinary catheters. An application to the TGA 
for the registration of a Class IIA or IIB devices must be supported by evidence of conformity assessment (CE certification or TGA 
Certification ) which indicates that the manufacturing process has been examined by a competent authority or notified body.

Class III and Active Implantable Medical Devices (AIMD) are devices which, having regard to the intended purpose of the device, 
are deemed a high public health risk. Such devices include cardiac defibrillators and pacemakers. Class III devices and AIMD 
require not only evidence of conformity assessment but also a detailed and certified assessment of a design dossier prior to be 
registered on the ARTG.

For medical devices that are classified as Class II or above, the time taken to achieve a listing on the ARTG varies from 
approximately three months to eighteen months, with higher class products typically taking longer than lower class products.

In New Zealand, the Medicines (Database of Medical Devices) Regulations 2003 requires an importer or person who arranges the 
importation of a medical device to provide certain information about each medical device. The Minister of Health in New Zealand 
has the discretion to prohibit the importation of any medical device into New Zealand under the Medicines Act 1981.

2.10.2 Pricing

Australia
Where a patient with private health insurance receives a surgically implanted prostheses or other medical device that is included 
on the Prostheses List, their private health insurer is required to pay a mandatory price. 

The Prostheses List establishes the price paid by the insurer and includes more than 9,000 products. The prices of items on the 
Prostheses List are determined by the Prostheses List Advisory Committee (PLAC). The PLAC is administered by the Department 
of Health and Ageing with the members of the PLAC appointed by the Minister for Health and Ageing. PLAC will assess a 
prostheses based on its efficacy and benchmark the price against comparator devices already on the list. 

The PLAC was established to create stability and parity in prostheses pricing and provides insurers, medical device companies 
and healthcare providers with certainty around pricing of medical devices in the private sector.

Where the Prostheses List is not applicable, for example, for unlisted products or for treatment of public patients in a public 
hospital, the price for medical devices in Australia is unregulated.

New Zealand
Currently pricing in New Zealand is largely unregulated in both the public and private sectors. It is usually a direct negotiation  
between the medical device company and the District Health Board or private hospital. The introduction of PHARMAC 
management of medical devices by mid-2015 is expected to create greater structure and consistency around pricing in the 
public sector, however, full implementation of this is expected to take many years. 
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3.1 Introduction
This Section provides an overview of LifeHealthcare and explains how it has evolved to become one of the largest independent 
suppliers of medical devices in Australia and New Zealand. It also describes LifeHealthcare’s operations, business model, 
customers, payers, suppliers and strategy for growth. 

3.2 Overview of LifeHealthcare 
LifeHealthcare is a specialised distributor of high end medical devices in Australia and New Zealand. LifeHealthcare sells its 
products to customers including surgeons, hospitals and other medical specialists via a network of 62 speciality focussed sales 
representatives. 

Due to the nature of its products, LifeHealthcare’s sales representatives are a critical element in the application of the medical 
devices and as such, require strong knowledge of the clinical performance of the products in their area of expertise. For example, 
in the case of spine orthopaedic implantable devices, a LifeHealthcare sales representative will provide pre-procedure and in-
theatre assistance and advice for nursing teams and surgeons, including real-time troubleshooting. The sales representative’s 
contribution is highly valued by the surgical team and is considered an integral part of the offering by LifeHealthcare. 

In addition, LifeHealthcare also provides education and training for surgeons and other clinical staff in the application of its 
products. Education programs include symposia with international speakers, local key opinion leader forums, hands-on cadaver 
workshops, surgeon-to-surgeon training and visits to its supply partners.

Figure 3 Overview of LifeHealthcare’s business

Implantable Devices Non-Implantable Devices Capital Equipment

Description • Devices surgically implanted to 
replace, support or enhance the 
existing biological structure of 
the body

• Examples include spine and 
joint prostheses

• Devices used or consumed 
during surgical procedures

• Examples include surgical 
instruments, suction liners 
and bags 

• Equipment that has an enduring 
nature and is used clinically 
in either hospital operating or 
outpatient clinical setting

• Examples include cardiac 
ultrasound machines, specialist 
spine tables and associated 
consumables

Customers • Surgeon (in private hospitals)

• Public hospitals

• Public and private hospitals • Public and private hospitals 

• Cardiologists and neurologists 

Clinical 
channels

• Spine surgery

• Neurosurgery

• Bariatrics

• Spine surgery

• General surgery

• Neurosurgery

• Cardiology

• Spine surgery

• Orthopaedic surgery

• Neurology

% of FY2013 
revenue

55% 15%

30%

55% 15%

30%

55% 15%

30%

Basis of price 
setting

• Australian private sector (35%): 
set by PLAC

• Australian public sector, NZ and 
physicians (20%): unregulated

• Unregulated • Unregulated

Illustrative 
gross margin

60% – 75% 50% – 75% 35% – 60%

Source: LifeHealthcare 
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LifeHealthcare has a market leading position for products in each of its key clinical channels of spine, cardiology, neurosurgery 
and surgical instruments.

LifeHealthcare also facilitates and supports the sale of its products via a regulatory affairs and compliance team which works 
closely with suppliers during the regulatory approval and early introduction phase of a product, to ensure the right clinical data 
and performance metrics are in place to gain regulatory approval and, where applicable, funding via the Prostheses List. 

LifeHealthcare is one of the largest independent medical device companies in Australia and New Zealand and its financial and 
geographic scale allows it to invest in these activities.

3.3 The evolution of LifeHealthcare
LifeHealthcare was established in 2006 through the consolidation of six separate companies. The objective was to develop a 
leading medical device company in Australia and New Zealand that would combine the scale and services of a multinational 
subsidiary with a high quality product portfolio as well as innovation, clinical support and agility more often associated with an 
independent distributor.

Since its establishment, LifeHealthcare has focussed on:

• developing the infrastructure necessary to support a business that provides its suppliers and customers with a high level of 
service; 

• increasing its product offering in order to develop leading market positions in key clinical channels; and

• recruitment of high quality sales people and senior management.

As a result of this focus, management believes LifeHealthcare is one of the largest independent distributors of medical devices 
by revenue in Australia and New Zealand.

3.4 LifeHealthcare’s operations
LifeHealthcare is headquartered in Sydney, Australia and has sales offices in Perth, Adelaide, Melbourne, Brisbane and 
Auckland, New Zealand. With 137 employees1, LifeHealthcare has the geographical spread and scale to represent its products 
across all major markets in Australia and New Zealand. 

The primary warehouse facility is located alongside the Sydney head office, although each of the sales offices also carries 
sufficient inventory to service the Implantable Devices and Non-implantable Devices business in their region. The ability 
to provide products and services to customers at a local level and in a timely manner is an important advantage relative to 
competitors without a presence in these markets. 

Figure 4 LifeHealthcare sales offices and distribution facility locations

Perth

Adelaide

Melbourne

Sydney

Auckland

Brisbane

 
Source: LifeHealthcare

1. As at 30 September 2013.
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3.5 LifeHealthcare’s business model 
LifeHealthcare operates an integrated business model that provides benefits for both its suppliers and its customers.

Figure 5 LifeHealthcare’s integrated business model

Product sourcing

Product 
development

Regulatory and 
compliance

Specialised staff

Clinician training

Clinical procedure

 
Source: LifeHealthcare

• Dedicated focus on sourcing new products to protect against technological obsolescence

• In certain circumstances, LifeHealthcare co-develops Implantable Devices (and associated 
instruments) with its surgeon customers and key suppliers (own brand)

• Dedicated Regulatory Affairs and Compliance team which seeks TGA and PLAC approval on 
behalf of manufacturers

• Valued capability for overseas partners as it means that LifeHealthcare can manage the full 
regulatory process and not tie down the overseas partners’ regulatory resources

• Market leading sales representatives are employed by LifeHealthcare and undergo 
rigorous training

• A typical LifeHealthcare sales representative has significant medical or healthcare 
experience and a bachelor of science or similar tertiary qualification 

• LifeHealthcare sales representatives provide education, training and support to surgeons 
and their team

• In certain product categories, a LifeHealthcare sales representative would typically be 
present in the operating theatre assisting a surgeon with a procedure

The key elements of LifeHealthcare’s business model are set out below.

Figure 6 LifeHealthcare’s business model

Products
Partner for 

innovative and 
differentiated devices

1

People
Attract the leading sales 
and clinical support staff 

in the industry

2
Channel Leadership

Solidify position as 
leader in the channel

4

Customers
Work with key 

opinion leaders and 
specialised surgeons

3
 

Source: LifeHealthcare
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1. Products
LifeHealthcare brings together a comprehensive product portfolio from a mix of suppliers within a focussed clinical channel. 
LifeHealthcare has the ability to source innovative products from a variety of sources to ensure its product portfolio meets the 
needs of customers in the Australian and New Zealand market. This ability to provide a product portfolio comprised of products 
sourced from a range of manufacturers is regarded by LifeHealthcare management as a key competitive advantage compared to 
the individual product ranges of subsidiaries of multinational medical device companies. 

2. People
The experience, knowledge and skills of the people selling and supporting LifeHealthcare’s product range are an important part 
of the overall offering to customers. Customers often rely on LifeHealthcare’s staff in clinical environments to have a high level of 
product knowledge and the ability to provide clinical support for the products. The relationship between LifeHealthcare and its 
customers is an important factor in securing new business and ensuring recurring business.

3. Customers
LifeHealthcare seeks to work with key medical opinion leaders and other specialised customers. This enhances LifeHealthcare’s 
offering in the market.

4. Channel leadership
LifeHealthcare has focussed on developing one of the market leading positions in its target clinical channels. This strategy has 
helped establish LifeHealthcare as a partner of choice in these clinical channels for medical device companies looking for a 
partner in Australia and New Zealand. 

Key advantages of this business model for customers

• LifeHealthcare’s independence means it is able to respond to the requirements of local customers and offer a range of 
innovative products from multiple manufacturers that are suited to the Australian and New Zealand market.

• LifeHealthcare has channel-dedicated sales representatives with specific product knowledge and expertise.

• LifeHealthcare is able to attract high calibre staff to support customers.

Key advantages of this business model for suppliers

• LifeHealthcare provides a full service offering including management of regulatory affairs, product introduction and training, 
sales and after sales care.

• LifeHealthcare is able to leverage its strength in a channel to sell a supplier’s products in the Australian and New Zealand market 
effectively.

Key advantages of this business model for employees

• LifeHealthcare offers the opportunity for career development in a leading medical device company with an entrepreneurial 
environment and a growth-orientated culture.

• LifeHealthcare sales representatives enjoy a dynamic portfolio of products comprised of products sourced from a wide range 
of manufacturers.

3.6 LifeHealthcare’s customers
LifeHealthcare sells its products to approximately 1,300 customers in Australia and New Zealand. While in many cases the 
ultimate payer is either a private or public hospital (see Section 3.7), due to the clinical nature of LifeHealthcare’s products the 
key medical devices decision maker or influencer is often a clinical professional such as a surgeon, cardiologist, neurologist, 
physician, nurse or allied health professional.

In choosing which medical device to use, clinical professionals will consider both the functional performance of the device and 
the support LifeHealthcare can provide with the product. Many products require some level of clinical support; however, this will 
vary subject to the complexity of the product or clinical use of the product.

The chart below shows the FY2013 revenue by product category and customer type. As noted above, surgeons remain the key 
decision maker or influencer in many purchasing decisions by hospitals.
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Chart 12 FY2013 revenue by product category and customer type (A$ million)
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Source: LifeHealthcare

The following describes the specific customer types across LifeHealthcare’s product categories; Implantable Devices, 
Non-implantable Devices and Capital Equipment.

3.6.1 Implantable Devices
During FY2013, LifeHealthcare provided Implantable Devices to 300 surgeons in Australia and New Zealand, which represented 
approximately 91% of Implantable Devices sales. In addition, LifeHealthcare also provided Implantable Devices to 84 private 
hospitals, 90 public hospitals and three physicians in Australia and New Zealand. Surgeons often work across a number of 
hospitals and may work in both the public and private hospital sectors.

Implantable devices involve a high degree of technical skill and expertise as the product is implanted into patients during a 
surgical procedure. The surgeon undertaking the procedure is the primary user of the device and the key decision maker in the 
choice of device and is generally regarded as the customer. 

Due to the complex nature of LifeHealthcare’s implantable devices, a high degree of support is required to ensure the optimal 
application of the device including attendance in the operating theatre by a LifeHealthcare sales representative. The services 
provided alongside the device are valued by the surgeon and are an integral part of the product offering. As a result, a surgeon’s 
decision is typically based on the function of the device and the quality of the support provided alongside that device. 

The hospital is invoiced, and pays for, the implantable device; however, due to the fact that the patient’s clinical outcome 
is driven by the device and its application by the surgeon, hospitals typically have no or limited input into the choice of 
implantable device. 

Figure 7 Customers, payers and funders for Implantable Devices in Australia

Private hospital sector Public hospital sector

LifeHealthcare

Surgeon

PLACPrivate hospital

Private health
insurer Funder

Payer

Customer

Price setter

LifeHealthcare Surgeon

Public hospital

Customer, payer
and funder

Influence the 
purchase decision

 

Source: LifeHealthcare
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3.6.2 Non-implantable Devices
During FY2013, LifeHealthcare distributed Non-implantable Devices to 486 private hospitals, 307 public hospitals and 
37 physicians in Australia and New Zealand. 

This product category differs from Implantable Devices in that purchasing decisions are not made at an individual surgeon 
or clinician level but at a department or hospital wide level. Products in this category are often still of a technical and clinical 
nature and require high levels of clinical support from LifeHealthcare. In some cases these devices are used in conjunction with 
Implantable Devices or other similarly complex procedures and can have an influence on the outcome for the surgeon and patient. 

As a result, while the hospital is the ultimate purchaser of these devices, the decision as to which medical device to choose is 
still highly influenced by clinical staff at the hospital who make recommendations to department or hospital procurement teams. 

3.6.3 Capital Equipment
LifeHealthcare sells Capital Equipment to either hospitals or to the private practice of a clinician (e.g. cardiologists). During 
FY2013, LifeHealthcare distributed Capital Equipment to 193 private hospitals, 131 public hospitals and 78 physicians in Australia 
and New Zealand. 

The products LifeHealthcare sells in this category are usually highly technical in nature including cardiac ultrasound machines, 
specialist spine tables and portable CT scanners. The interface between the clinical user and the equipment can have a bearing 
on the outcome of the procedure. As a result, the selection of these devices is typically made by the clinical staff of the hospital 
or by individual clinical professionals.

In cases of large hospital department purchases this can often involve a tender-style selling process run by the hospital 
procurement personnel; however, the specifications and final decision on product selection are usually driven by the clinical 
staff. 

Along with LifeHealthcare’s other product categories, the sale of Capital Equipment often requires a high degree of support from 
LifeHealthcare’s sales representatives. In some cases, this will include the attendance during procedures particularly for the 
early introduction phase of the equipment. 

3.7 LifeHealthcare’s payers and funders
As described above, in the medical devices industry there is often a separation between the customer, payer and funder of 
medical devices. 

While the key decision maker is often a surgeon or clinical professional, the payers for LifeHealthcare’s products are:

• private hospitals;

• public hospitals; and/or

• physicians, patients or other private clinical professionals.

Australian private hospitals accounted for 54% of LifeHealthcare’s revenue in FY2013, of which 65% was from the sale of 
Implantable Devices where the price is determined by PLAC (see Section 2.10.2) and ultimately funded by private health insurers 
(See Figure 7 in Section 3.6.1). Non-PLAC products are either funded by private hospitals or patients.

Chart 13 LifeHealthcare’s payers and funding sources (FY2013 revenue)
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Source: LifeHealthcare
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3.8 LifeHealthcare’s suppliers

3.8.1 Who are LifeHealthcare’s suppliers?
LifeHealthcare distributes products from over 60 suppliers. These manufacturers are predominantly headquartered in the US 
and in Europe and range from large multinational companies to smaller, innovative, private companies.

LifeHealthcare determines whether it is appropriate to have a long or short term distribution agreement in place on a case by 
case basis taking into account the relevant product, channel and the commercial objectives and demands of the relevant supplier.

The business has exclusive agreements with the majority of its suppliers. The term of agreements can range from two years to 
up to eight years. The tenure of LifeHealthcare’s relationships with suppliers usually extends beyond a single contract term with 
multiple agreement renewals over the life of the relationship.

Refer the table below for a summary of LifeHealthcare’s suppliers by FY2013 revenue contribution.

LifeHealthcare’s top five manufacturer suppliers accounted for approximately 61% of revenue contribution in FY2013 and the top 
10 manufacturer suppliers accounted for approximately 73% of revenue contribution in FY2013.

Table 2 LifeHealthcare suppliers by FY2013 revenue contribution

Supplier # Product category
FY2013 

revenue

% of total 
FY2013 

revenue

Length of 
relationship 

(years)1

Current 
contract 

expiry Exclusive?

1 Implantable Devices 23.2 30% 4 Oct 2018 Yes

2 Capital equipment 12.7 16% 11 Dec 2015 Refer to Note 2

3 Capital Equipment 5.5 7% 13 Oct 2014 Yes

4 Non-implantable Devices 3.0 4% 20 Own brand Yes

5 Implantable Devices 2.3 3% 2 Apr  2014 Yes

Top 5 46.7 61%

Next 5 9.5 12%

Top 10 56.1 73%

Other 20.8 27%

Total 76.9 100%

Source: LifeHealthcare

Notes:
1. Includes the length of relationship held by companies acquired by LifeHealthcare.
2.  LifeHealthcare’s agreement includes commissions to be paid to LifeHealthcare by the manufacturer in instances where the medical device is sold in Australia and 

New Zealand other than by LifeHealthcare.

A summary of the key features of material supplier contracts is set out in Section 9.4.

Where appropriate, LifeHealthcare also structures contractual protection in its key contracts through inclusion of terms such as 
non-solicitation of employees. The strength of LifeHealthcare’s channel relationships, combined with this contractual protection, 
creates a balanced and symbiotic relationship between LifeHealthcare and its supply partners. As a result, both parties have the 
confidence to invest for the long term growth of the products and markets.

3.8.2 How does LifeHealthcare source its products?
LifeHealthcare’s marketing team actively manages a pipeline of new products and supplier relationships keeping it up-to-date 
with current technology and positioning LifeHealthcare for growth. New products come from a variety of sources:

• existing suppliers: An important source of new products is LifeHealthcare’s existing suppliers’ own product pipelines. In some 
cases, LifeHealthcare’s team is able to influence this pipeline and/or assist in the development of new product to meet the 
needs of the Australian and New Zealand market. LifeHealthcare has products that are currently being sold or are about to be 
launched that were co-developed with surgeons, LifeHealthcare and the companies supply partners;

• referred relationships: LifeHealthcare’s longevity in the market has led to a strong network of relationships with key senior 
managers in the international medical devices community. These individuals often refer LifeHealthcare to other companies 
seeking a distributor in Australia and New Zealand; and
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• proactive market surveillance: LifeHealthcare’s marketing team and senior management proactively source new products 
for the pipeline to fill an existing product gap, move into an adjacent area or replace existing technology. The sources of new 
products include international clinical meetings, trade publications and research articles, US and European venture capital 
firms and customer feedback. 

One of LifeHealthcare’s competitive advantages is its ability to distribute an industry leading product portfolio and introduce 
new and innovative technology for the first time to customers in Australia and New Zealand. LifeHealthcare’s new product 
pipeline is critical to sustaining this competitive advantage.

3.8.3 Why are suppliers attracted to LifeHealthcare?
Suppliers are attracted to LifeHealthcare for a number of key reasons:

• channel leadership: LifeHealthcare has built a position of scale and channel leadership in its target markets. It is able to 
leverage this strength and reach to deliver growth and market share gain for its customers;

• national footprint: LifeHealthcare has built a national infrastructure of fixed assets, logistics and sales support across 
Australia and New Zealand that enables new supplier relationships to gain market access and awareness at a fast rate; 

• full service business model: LifeHealthcare’s full service business model covers customer service, finance, human resources, 
warehouse/logistics, regulatory affairs, marketing, clinical education and administration functions. This model provides 
suppliers with the basis for greater confidence and speed in the execution of their market entry strategy in Australia and 
New Zealand;

• growth focus: LifeHealthcare has a track record of delivering growth with new, innovative technologies and products in the 
Australian and New Zealand market place; 

• strong management team: LifeHealthcare has a strong sales and support team with the capacity to continue developing 
and growing the business into the future. The existing senior team, combined with the depth of talent throughout the 
organisation, provides suppliers with confidence that there is a strong basis for growth and succession; and

• financial and operational scale: LifeHealthcare has considerable financial capacity and scale, and accordingly can invest and 
support new products both financially and with internal resources.

3.9 Who are LifeHealthcare’s competitors?
LifeHealthcare typically competes with local subsidiaries of multinational medical device manufacturers and other independent 
distributors of medical devices. Due to a combination of an attractive product suite and strong clinical support, LifeHealthcare 
has been successful in becoming one of the market leaders in its major markets.

LifeHealthcare’s key competitors include Medtronic, DePuySynthes (subsidiary of Johnson & Johnson), B Braun, GE and Siemens.

3.10 LifeHealthcare’s people
As at 30 September 2013, LifeHealthcare employed 137 people.

Table 3 Overview of LifeHealthcare’s people

Role Number of people

Senior management 7

Sales representative 62

Customer support 25

Marketing 9

Other 34

Total 137

Source: LifeHealthcare

3.10.1 LifeHealthcare sales representatives
Due to the clinical nature of LifeHealthcare’s products and the level of services provided to customers, sales representatives 
typically have deep knowledge and expertise within their product categories. LifeHealthcare’s sales representatives may have 
an undergraduate tertiary qualification in science or nursing which has been supplemented by specific training in sales and 
detailed clinical and product training in their specific area of expertise.
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3.10.2 Why do medical device sales representatives want to work with LifeHealthcare?
There are a number of reasons why sales representatives and sales support people join LifeHealthcare, including:

• innovative and dynamic product portfolio: LifeHealthcare has a track record of successfully bringing new products to market 
and moving into new clinical channels. High calibre sales people are attracted to this aspect of LifeHealthcare’s business as the 
innovative and market responsive product portfolio provides them with new technology to present to existing and new customers;

• competitive salaries with strong incentives for growth: LifeHealthcare regularly benchmarks the base salaries and benefits 
of all its employees to ensure they are at competitive levels. In addition, it provides an attractive commission structure for its 
sales teams that provides significant incentive for growth. This structure provides key sales representatives with an attractive 
incentive to establish and grow their territory in excess of market growth rates;

• career opportunities: LifeHealthcare also provides employees with a clear career structure into management or senior sales 
roles. LifeHealthcare has a strong focus on succession planning and career management throughout the organisation; and 

• company culture: LifeHealthcare prides itself on encouraging a dynamic, fast moving culture that is responsive to customer 
needs. This culture not only breeds an attractive workplace for a sales representative, it is also an important part of the 
service offering a representative can present to customers. 

3.11 LifeHealthcare’s growth strategy
LifeHealthcare believes its investment in the business has positioned it to benefit from underlying market growth as well as to 
grow its own share of the Australia and New Zealand medical devices market. LifeHealthcare aims to increase its market share 
through a combination of:

• selling additional products to its customers;

• expansion of its customer base;

• entry into new clinical channels; and

• step-out growth opportunities (potential acquisitions or expansion into new geographical areas).

3.11.1 Underlying market growth
As described in Section 2, the medical devices markets in Australia and New Zealand are forecast to grow at a CAGR of 6.0% 
and 6.9% respectively over the next five years to 20182. 55% of LifeHealthcare’s FY2013 revenue was derived from Implantable 
Devices, which comprise orthopaedic and prosthetic products, and this segment of the medical devices industry is forecast to 
grow at a CAGR of 7.7% and 12.0% in Australia and New Zealand respectively over the five years to 20183.

3.11.2 Sale of additional products to its customers
LifeHealthcare plans to fulfil more of its customers’ medical devices requirements by introducing new products in its existing 
clinical channels that are complementary to its existing products. 

LifeHealthcare has a track record of successfully introducing new products and continuing to grow sales from these products 
over a number of years after initial launch. This success reflects the strength of LifeHealthcare’s relationships with its customers.

Chart 14 Number of new product launches Chart 15 New product sales by year of launch (A$ million)
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Given its leading positions in its clinical channels and its existing relationships with customers, LifeHealthcare believes it is well 
positioned to continue to attract suppliers of new products in the future. 

Table 4 Product launches in FY2014F

Product Product category Supplier
Listed on 

Prostheses List

Relevant 
procedure has 
received MBS 

item number

M6 Cervical Artificial Disc Implantable Devices Spinal Kinetics Yes Yes

Aleutian Lordotic Cage (Generation II) Implantable Devices LHC/K2M Yes Yes

Chesapeake Cervical Cage Implantable Devices K2M Yes Yes

Cranial Closure Plates Implantable Devices KLS Martin Yes Yes

EPIQ Cardiac Ultrasound Capital Equipment Philips n/a Yes

WEB Aneurysm Embolization System Non-implantable Devices Sequent Medical n/a n/a

proAXIS Spine Table Capital Equipment Mizuho OSI n/a n/a

Source: LifeHealthcare
Note:
1. M6 Cervical Artificial Disc received PLAC listing in March 2013 but LifeHealthcare promotional activity and product launch are in FY2014F.

LifeHealthcare’s success in increasing its share of existing customers’ business is demonstrated by the revenue growth achieved 
from surgeons over the FY2010 to FY2013 period. The chart below shows the average revenue per Active Surgeon (defined as 
those surgeons who generate revenue in excess of $50,000 per annum for LifeHealthcare), classified by the year they became 
Active Surgeons.

Chart 16 Average revenue for LifeHealthcare per Active Surgeon1 ($000’s)
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Source: LifeHealthcare

Note:
1. Active Surgeons include only surgeons who generate over $50,000 of revenue per annum for LifeHealthcare. Comprises spine, orthopaedic and bariatric surgeons.

3.11.3 Expansion of its customer base 
Surgeons are either the customer or a key influencer of the purchasing decision for both Implantable Devices and Non-
implantable Devices. Given the highly specialised nature of these devices and the services provided alongside them, surgeons 
typically prefer to use the devices and associated instruments that they are familiar with. 

Where a surgeon does elect to use a product from a different supplier, this may require an extended period to demonstrate the 
clinical merits of the product as well as an associated level of education, training and clinical service. A surgeon may elect to 
continue to use the previous product for some period of time alongside the new product. As such, surgeons who are new to 
LifeHealthcare’s products typically start by using a small number of products and, over a number of years, become increasingly 
large customers.
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Due to its combination of high quality products and skilled sales representatives, LifeHealthcare has a strong track record of 
attracting new surgeon customers and growing sales to these customers over time.

Chart 17 Revenue for LifeHealthcare by Active Surgeon1 by year of initial activity ($ million)
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Note:
1. Active Surgeons include only surgeons who generate over $50,000 of revenue per annum for LifeHealthcare. Comprises spine, orthopaedic and bariatric surgeons.

Chart 18 Number of Active Surgeon1 customers
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Source: LifeHealthcare

Note: 
1. Active Surgeons include only surgeons who generate over $50,000 of revenue per annum for LifeHealthcare. Comprises spine, orthopaedic and bariatric surgeons.

3.11.4 Entry into new clinical channels
While LifeHealthcare has been successful in growing through the application of its business model in its current clinical 
channels, LifeHealthcare management believes that these channels represent only approximately 29% of the total medical 
devices market in Australia and New Zealand. LifeHealthcare’s strategy is to seek to replicate its success since 2007 in the spine 
channel in other clinical channels. 

LifeHealthcare is actively pursuing opportunities to grow the business into new clinical channels that have similar characteristics 
to its existing clinical channels. LifeHealthcare aims to enter targeted clinical channels in a combination of ways, including:

1. acquisition of an existing distributor with products that have application in the targeted clinical channel;

2. extension of existing supplier relationships; and

3. new supplier relationships.
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Case study 1 LifeHealthcare’s entry into a particular clinical channel

• When LifeHealthcare entered this particular clinical 
channel in early 2007, its market share was less than 4%

• With strong investment in people and product, 
LifeHealthcare’s market share in this particular channel 
in Australia is approaching 14%

• LifeHealthcare is established as the no. 3 player in the 
market and continues to attract new surgeon customers

• “Supplier X” is a supplier to LifeHealthcare in this 
particular channel

• Through LifeHealthcare, Supplier X’s Australian market 
share is approximately 10%

Chart 19 “Supplier X” market share by geography
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Note:
1.  LifeHealthcare’s channel market share includes “Supplier X” products 

and products from other suppliers. 

Case study 2 Entry into new channel through the GammaCore product

• In FY2013, LifeHealthcare entered into a joint venture with 
a US medical device company, ElectroCore, to supply a 
product called GammaCore in Australia and New Zealand

• GammaCore is the only non-invasive vagal nerve 
stimulator and is designed to treat migraines both 
during the acute attack and on a regular basis for chronic 
sufferers. Management estimates the market for this 
treatment in Australia at approximately $350 million

• The therapy has received CE mark approval and is 
currently being commercialised in Europe. The company 
has received $40 million in funding. If successful, 
LifeHealthcare management believe this will represent 
a fundamental shift in the treatment of migraines and 
LifeHealthcare’s access to both the general practice and 
neurology channels

3.11.5 Step-out growth opportunities
LifeHealthcare continues to assess other potential opportunities to grow its business including:

Potential acquisitions and investment opportunities
The medical devices industry in Australia and New Zealand is fragmented, with approximately 65% of businesses operating in 
the sector being independent third party distributors.

LifeHealthcare may in the future consider acquisition opportunities of other distribution businesses or supply contracts either 
to enter into a new channel or to supplement its product suite in an existing channel. Due to LifeHealthcare’s operational and 
financial scale and business model, LifeHealthcare believes it is an attractive acquirer for vendors and to their suppliers. 

Potential expansion into new geographies
LifeHealthcare may consider opportunities to expand into other geographies in the Asia Pacific region, either via acquisition or 
by expanding alongside its existing suppliers who are looking for a distributor in the region.
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4.1 Introduction
The financial information for LifeHealthcare contained in Section 4 includes:

• Historical financial information for LifeHealthcare being the:

 – pro forma consolidated historical income statements for FY2010, FY2011, FY2012 and FY2013 (Pro Forma Historical Results);

 – statutory consolidated historical income statements for FY2010, FY2011, FY2012 and FY2013 (Statutory Historical Results);

 – pro forma consolidated historical cash flow statements for FY2010, FY2011, FY2012 and FY2013 (Pro Forma Historical 
Cash Flows);

 – statutory consolidated historical cash flow statements for FY2010, FY2011, FY2012 and FY2013 (Statutory Historical 
Cash Flows); and

 – pro forma consolidated historical balance sheet as at 30 June 2013,

(together the Historical Financial Information); and 

• Forecast financial information for LifeHealthcare being the:

 – pro forma consolidated forecast income statement for FY2014, CY2014, H1FY2014 and H1FY2015 (Pro Forma 
Forecast Results);

 – statutory consolidated forecast income statements for FY2014, CY2014, H1FY2014 and H1FY2015 (Statutory 
Forecast Results);

 – pro forma consolidated forecast cash flow statements for FY2014, CY2014, H1FY2014 and H1FY2015 (Pro Forma Forecast 
Cash Flows); 

 – statutory consolidated forecast cash flow statements for FY2014, CY2014, H1FY2014 and H1FY2015 (Statutory Forecast 
Cash Flows),

(together the Forecast Financial Information).

The Historical Financial Information and Forecast Financial Information together form the Financial Information.

All amounts disclosed in the tables in this Section 4 are presented in Australian dollars and, unless otherwise noted, are 
rounded to the nearest $0.1 million.

4 .2 Basis of preparation and presentation of the financial information
LifeHealthcare Group Limited was incorporated on 30 October 2013, but it will not undertake any trading activities until 
Completion of the Offer and the acquisition of Lifehealthcare Pty Limited by LifeHealthcare Group Limited (through a subsidiary, 
LifeHealthcare Finance Pty Limited).

Lifehealthcare Pty Limited, which will become a subsidiary of LifeHealthcare Group Limited on Completion of the Offer, owns 
various subsidiaries that operate the business of LifeHealthcare. The FY2010, FY2011, FY2012 and FY2013 financial statements of 
Lifehealthcare Pty Limited and its subsidiaries have been audited by PwC, who have issued unqualified opinions in respect of all 
periods. The Financial Information has also been reviewed and reported on by PwCS, as set out in the Investigating Accountant’s 
Report in Section 8. Investors should note the scope and limitations of the Investigating Accountant’s Report (refer Section 8).

The Financial Information has been prepared and presented in accordance with the recognition and measurement principles of 
Australian Accounting Standards, although it is presented in an abbreviated form insofar as it does not include all disclosures, 
statements or comparative information as required by Australian Accounting Standards applicable to annual financial reports 
prepared in accordance with the Corporations Act.

LifeHealthcare’s key accounting policies are set out in Appendix A.

In accordance with AASB 8 Operating Segments, LifeHealthcare has determined that it consists of one operating segment based 
on the information reviewed by the Chief Executive Officer to make resource allocation decisions. LifeHealthcare’s sole operating 
segment is the sale of medical devices in Australia and New Zealand.

44

Section Four
Financial Information

F
or

 p
er

so
na

l u
se

 o
nl

y



4.2.1 Preparation of Historical Financial Information
There are no actual historical financial results for LifeHealthcare Group Limited. The Historical Financial Information has been 
derived from the audited statutory consolidated historical financial statements of Lifehealthcare Pty Limited for FY2010, FY2011, 
FY2012 and FY2013 after adjusting for pro forma transactions and/or other adjustments to reflect LifeHealthcare’s operations 
following the Completion of the Offer and to eliminate non-recurring items, as set out in Sections 4.3.2, 4.4.1 and 4.5.1.

Pro forma adjustments have been made to include the pre-acquisition financial results of Austspine Pty Ltd between 1 July 2009 
and its date of acquisition in October 2010 and to exclude the financial results of the Hospital & Rehab division from 1 July 2009 
until its demerger from Lifehealthcare Pty Limited in October 2009.

LifeHealthcare has determined that the acquisition of Lifehealthcare Pty Limited by a wholly owned subsidiary on Completion 
of the Offer does not represent a business combination as outlined in AASB 3 Business Combinations for accounting purposes. 
The appropriate accounting treatment for recognising the new group structure is on the basis that the transaction is a form 
of capital reconstruction and group reorganisation. Therefore, the Financial Information included in this Prospectus has been 
prepared using the principles of a reverse acquisition by Lifehealthcare Pty Limited of LifeHealthcare Group Limited, which 
results in a continuation of the existing consolidated financial information.

$0.6 million in public company costs have been included in each financial year. 

Investors should note that past results do not guarantee future performance.

4.2.2 Preparation of Forecast Financial Information
The pro forma consolidated forecast income and cash flow statements for FY2014, CY2014, H1FY2014 and H1FY2015 
(Forecast Financial Information) have been derived from the Statutory Forecast Results and Statutory Forecast Cash Flows 
after adjusting for pro forma transactions and other adjustments to reflect LifeHealthcare’s operations following Completion 
of the Offer and to eliminate non-recurring items as set out in Sections 4.3.2 and 4.5.1. Both the statutory and pro forma 
consolidated forecast income, and cash flow statements for FY2014 and H1FY2014 consist of actual results for the two months 
to 31 August 2013 and LifeHealthcare’s best estimate forecasts for the 10 months to 30 June 2014 and a further six months to 
31 December 2014 respectively. 

The Forecast Financial Information has been prepared by the Directors based on an assessment of present economic and 
operating conditions and on a number of best estimate assumptions regarding future events and actions, as set out in 
Sections 4.7.1 and 4.7.2. This information is intended to assist investors in assessing the reasonableness and likelihood of 
the assumptions occurring, and is not intended to be a representation that the assumptions will occur. The Forecast Financial 
Information presented in this Prospectus has been reviewed by PwCS but has not been audited. Investors should note the scope 
and limitations of the Investigating Accountant’s Report (refer Section 8).

LifeHealthcare believes the best estimate assumptions, when taken as a whole, to be reasonable at the time of preparing 
this Prospectus. However, this information is not fact and investors are cautioned not to place undue reliance on the Forecast 
Financial Information.

Investors should be aware that the timing of actual events and the magnitude of their impact might differ from that assumed 
in preparing the Forecast Financial Information, and that this may have a material positive or material negative effect on 
LifeHealthcare’s actual financial performance or financial position. Accordingly, none of LifeHealthcare, the Directors, or any 
other person can give investors any assurance that the outcomes discussed in the Forecast Financial Information will arise.

The Forecast Financial information in this Section 4 should be read in conjunction with the specific assumptions as set out in 
Section 4.7.2, the general assumptions as set out in Section 4.7.1, the sensitivities as set out in Section 4.8, the risk factors 
as set out in Section 5 and other information in this Prospectus.

The foreign exchange rates that have been used to translate the FY2014, CY2014, H1FY2014 and H1FY2015 forecasts of 
LifeHealthcare’s New Zealand operations are NZ$1.25/A$.

LifeHealthcare Group Limited has no intention to update or revise the Forecast Financial Information or other forward looking 
statements, or to publish prospective financial information in the future, regardless of whether new information, future events 
or any other factors affect the information contained in this Prospectus, except where required by law.
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4.3 Consolidated historical and forecast income statements
LifeHealthcare has a track record of revenue and EBITDA growth. Between FY2010 and FY2013 LifeHealthcare’s pro forma 
consolidated revenue grew at a compound annual growth rate of 5.4%, whilst pro forma consolidated EBITDA increased at a 
compound rate of 18.9% over the same period. LifeHealthcare forecasts pro forma consolidated revenue and EBITDA to grow 
a further 7.4% and 8.3% respectively in FY2014 and 7.9% and 5.3% in H1FY2015 versus H1FY2014. Tables 5 and 6 set out the 
Pro Forma Historical Results, the Pro Forma Forecast Results and the Statutory Forecast Results. 

Table 5  Summary consolidated historical income statement information from FY2010 to FY2013 and summary 
consolidated forecast income statement information for FY2014 and CY2014

June year end
(December for CY2014),
$ million

Pro Forma
Historical Results

Pro Forma
Forecast Results

Statutory 
Forecast 
Results

Note FY2010 FY2011 FY2012 FY2013 FY2014 CY2014 FY2014

Revenue 65.8 68.5 70.3 76.9 82.6 85.8 82.6

Cost of sales 35.5 31.0 32.0 33.7 36.5 38.3 36.5

Gross profit 30.3 37.5 38.3 43.2 46.1 47.5 46.1

Operating costs

Employee costs 14.8 16.8 16.9 19.7 21.4 22.4 21.4

Travel costs 1.7 1.9 2.1 1.9 2.1 2.1 2.1

Marketing costs 0.8 1.0 1.1 1.6 1.5 1.6 1.5

Other Costs 4.6 5.6 5.8 5.7 5.6 5.6 9.7

Total Operating Costs 21.9 25.3 25.9 28.9 30.6 31.7 34.8

Share of loss of associate – – – 0.2 0.2 0.2 0.2

EBITDA 8.4 12.2 12.4 14.1 15.3 15.6 11.1

Depreciation 1.5 1.5 1.8 2.1 2.4 2.5 2.4

EBITA 6.9 10.7 10.6 12.0 12.8 13.1 8.7

Amortisation of software costs 0.3 0.3 0.3 0.4 0.4 0.4 0.4

Amortisation of separately 
identifiable intangibles

0.4 0.4 0.4 0.4 0.4 0.4 0.4

EBIT 6.2 10.0 9.9 11.2 12.0 12.3 7.9

Net interest expense 0.9 1.5 1.4 1.4 1.6 1.6 1.6

Profit before tax 5.2 8.5 8.4 9.8 10.4 10.8 6.3

Income tax expense/(credit) 1.5 2.7 2.7 3.1 3.1 3.2 (12.1)

NPAT 3.7 5.8 5.8 6.7 7.3 7.5 18.3

NPATA 3 4.0 6.1 6.0 7.0 7.5 7.8 18.6

Notes:
1. The Pro Forma Historical Results are reconciled to the Statutory Historical Results in Section 4.3.2.
2. The Pro Forma Forecast Results are reconciled to the Statutory Forecast Results in Section 4.3.2.
3. NPATA excludes the amortisation of specifically identifiable intangibles of $0.3 million in each annual period (net of tax effect).

46

Section Four
Financial Information

F
or

 p
er

so
na

l u
se

 o
nl

y



Table 6 Summary consolidated forecast income statement information for H1FY2014 and H1FY2015

Pro Forma
Forecast Results

December half, $ million Note H1FY2014 H1FY2015

Revenue 40.8 44.0

Cost of sales 18.3 20.0

Gross profit 22.5 24.0

Operating costs

Employee costs 10.5 11.5

Travel costs 1.2 1.2

Marketing costs 0.9 0.9

Other Costs 2.8 2.9

Total Operating Costs 15.4 16.5

Share of loss of associate 0.1 0.1

EBITDA 7.0 7.4

Depreciation 1.2 1.3

EBITA 5.8 6.1

Amortisation of software costs 0.2 0.2

Amortisation of separately identifiable intangibles 0.2 0.2

EBIT 5.4 5.8

Net interest expense 0.8 0.8

Profit before tax 4.6 4.9

Income tax expense 1.4 1.5

NPAT 3.2 3.4

NPATA 2 3.4 3.6

Notes:
1. The Pro Forma Forecast Results are reconciled to the Statutory Forecast Results in Section 4.3.2
2. NPATA excludes the amortisation of specifically identifiable intangibles of $0.2 million in each half-year period (net of tax effect).
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4.3.1 Key operating metrics
Set out below is a summary of LifeHealthcare’s key historical operating metrics for FY2010, FY2011, FY2012 and FY2013 derived 
from the Pro Forma Historical Results, and the forecast key operating metrics for FY2014, CY2014, H1FY2014 and H1FY2015 
derived from the Pro Forma Forecast Results and the Statutory Forecast Results.

Table 7  Summary historical key operating metrics from FY2010 to FY2013 and summary forecast key operating 
metrics for FY2014 and CY2014

June year end
(December for CY2014), 
$ million

Pro Forma
Historical Results

Pro Forma
Forecast Results

Statutory
Forecast 
Results

Notes FY2010 FY2011 FY2012 FY2013 FY2014 CY2014 FY2014

Revenue growth n.m. 4.2% 2.6% 9.4% 7.4% 6.0% 7.4%

Gross profit margin 46.1% 54.7% 54.5% 56.2% 55.8% 55.4% 55.8%

EBITDA growth n.m. 45.7% 1.3% 13.7% 8.3% 5.0% n.m.

EBITDA margin 12.8% 17.8% 17.6% 18.3% 18.5% 18.2% 13.4%

EBITA growth n.m. 56.1% (1.2%) 12.9% 7.3% 6.5% n.m.

EBITA margin 10.4% 15.6% 15.1% 15.5% 15.5% 15.3% 10.5%

NPAT growth n.m. 53.1% (0.7%) 15.7% 8.1% 7.1% n.m.

Number of Active surgeons 4 52 71 79 83 97 104 97

Revenue of Active surgeons 5 $269,869 $284,524 $342,961 $381,301 $390,913 $400,609 $390,913

Notes:
1. The Pro Forma Historical Results are reconciled to the Statutory Historical Results in Section 4.3.2.
2.  The Pro Forma Forecast Results are reconciled to the Statutory Forecast Results in Section 4.3.2. FY2014 Statutory Forecast Results growth rates shown are relative 

to FY2013 Statutory Historical Results.
3.  The audited statutory consolidated historical EBITDA and NPAT for FY2013 cannot be compared with the statutory consolidated forecast NPAT for FY2014 to give 

meaningful growth percentages because of the change in capital structure and one-off costs that will occur on Completion of the Offer.
4. Number of Active Surgeons represents the total of all surgeons who generate over $50,000 of revenue per annum for LifeHealthcare.
5.  Revenue per Active Surgeon only includes all surgeon tracked revenue, representing an average of approximately 74% of the total revenues from Implantable 

Devices across the FY2011 to FY2014 periods.

Table 8 Summary forecast key operating metrics for H1FY2014 and H1FY2015

Pro Forma
Forecast Results

December half, $ million H1FY2014 H1FY2015

Revenue growth 11.0% 7.9%

Gross profit margin 55.3% 54.5%

EBITDA growth 13.2% 5.3%

EBITDA margin 17.3% 16.9%

EBITA growth 12.0% 5.7%

EBITA margin 14.2% 14.0%

NPAT growth 20.2% 6.7%
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4.3.2 Pro forma adjustments to the statutory consolidated income statements
Tables 9 and 10 set out the adjustments to the Statutory Historical Results and the Statutory Forecast Results to reflect the full 
year impact of the operating and capital structure that will be in place following Completion of the Offer as if it was in place as at 
1 July 2009 and to reflect the acquisition of Austspine Pty Limited as if it had occurred as at 1 July 2009. In addition, certain other 
adjustments to eliminate non-recurring items have been made. These adjustments are summarised below.

Table 9  Pro forma adjustments to the audited statutory consolidated historical income statements from 
FY2010 to FY2013 and the statutory consolidated forecast income statement for FY2014 and CY2014

June year end (December for CY2014),
$ million

Pro Forma
Historical Results

Pro Forma
Forecast Results

Note FY2010 FY2011 FY2012 FY2013 FY2014 CY2014

Statutory revenue 61.3 67.2 70.3 76.9 82.6 85.8

Pro forma impact of historical acquisitions 1 4.4 1.3 – – – –

Pro forma revenue 65.8 68.5 70.3 76.9 82.6 85.8

Statutory NPAT 1.0 5.5 4.6 6.3 18.3 7.5

Pro forma impact of historical acquisitions 1 2.3 0.7 – – – –

Discontinued operations 2 1.5 – – – – –

Share-based payments expenses 3 (0.2) (0.1) (0.2) (0.2) – –

Public company costs 4 (0.6) (0.6) (0.6) (0.6) (0.2) 0.1

Current shareholder costs 5 – – 0.1 0.6 0.1 –

Offer costs 6 – – – – 4.2 –

Transaction costs and other non-recurring items 7 0.3 0.2 1.5 0.2 – –

Amortisation of software development costs 8 0.2 – – – – –

Debt structure 9 0.3 0.4 0.9 0.6 – –

Amortisation of specifically identifiable 
intangibles

10 (0.4) (0.1) – – – –

Tax cost base reset 11 – – – – (14.0) –

Income tax effect 12 (0.7) (0.2) (0.6) (0.2) (1.2) –

Pro forma NPAT 3.7 5.8 5.8 6.7 7.3 7.5
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 Table 10 Pro forma adjustments to forecast half year income statements for H1FY2014 and H1FY2015

Pro Forma
Forecast Results

December half, $ million Notes H1FY2014 H1FY2015

Statutory revenue 40.8 44.0

Pro forma impact of acquisitions – –

Pro forma revenue 40.8 44.0

Statutory NPAT 14.3 3.4

Pro forma impact of historical acquisitions 1 – –

Discontinued operations 2 – –

Share-based payments expenses 3 – –

Public company costs 4 (0.2) –

Current shareholder costs 5 0.1 –

Offer costs 6 4.2 –

Transaction costs and other non-recurring items 7 – –

Amortisation of software development costs 8 – –

Debt structure 9 – –

Amortisation of specifically identifiable intangibles 10 – –

Tax cost base reset 11 (14.0) –

Income tax effect 12 (1.2) –

Pro forma NPAT 3.2 3.4

Notes for Table 9 and Table 10:
1.  Pro forma impact of historical acquisitions – an adjustment has been made to the Statutory Historical Results to reflect the acquisition of Austspine Pty Limited 

completed in October 2010, as if the acquisition had been made as of 1 July 2009.
2.  Discontinued operations – the results of the Hospital & Rehab division have been excluded from the Pro Forma Results from 1 July 2009 until its demerger from 

Lifehealthcare Pty Limited in October 2009.
3.  Share-based payments expenses – an adjustment has been made to the Statutory Historical Results and Statutory Forecast Results to remove the AASB 2 Share-

based Payments expenses in respect of LifeHealthcare’s option incentive schemes applicable to management and key sales staff prior to Completion of the Offer. 
Details of the option incentive schemes that are set to apply to management and key sales staff from Completion of the Offer are set out in Section 9. The AASB 2 
Share-based Payments expenses applicable to these new schemes have been included in the Pro Forma Historical Results and Pro Forma Forecast Results. The Pro 
Forma Forecast Results assume 232,716 options will be granted in FY2014 with an exercise price equivalent to the Offer Price.

4.  Public company costs – an adjustment has been made to include LifeHealthcare’s estimate of the incremental annual costs that it will incur as a public company. 
These incremental costs include Director and executive remuneration (including share-based payments expenses), additional audit and tax costs, listing fees, share 
registry fees, directors’ and officers’ insurance premiums, as well as annual general meeting and annual report costs.

5. Current shareholder costs – an adjustment has been made to exclude Directors’ fees paid to some of the Existing Investors.
6.  Offer costs – total expenses of the Offer are estimated at $4.2 million ($3.0 million net of tax) and are expensed in the Statutory Forecast Results as they relate to 

the sale of Existing Shares. IPO transaction costs will be funded through the proceeds of the Offer.
7.  Transaction costs and other non-recurring items – an adjustment has been made to the Statutory Historical Results in FY2010 to FY2013 to exclude expenses that 

will not be incurred post the Offer, including costs associated with a previous unsuccessful attempt to IPO.
8.  Amortisation of software development costs – in FY2011, the effective useful life of capitalised software development costs was reassessed and the amortisation 

period extended. An adjustment has been made to FY2010 amortisation expense to reflect the extended amortisation period.
9.  Debt structure – from the cash drawdown of the New Banking Facilities, LifeHealthcare intends to use $0.4 million to pay borrowing costs associated with the 

New Banking Facilities in place following Completion of the Offer and $0.1 million to settle existing interest rate hedges. The net interest expense included in the 
Statutory Historical Results has been adjusted to reflect the interest margins and leverage ratio applicable to LifeHealthcare under the terms of the New Banking 
Facilities following Completion of the Offer.

10.  Amortisation of specifically identifiable intangibles – amortisation of specifically identifiable intangible assets recognised on the acquisition of Austspine 
Pty Limited of $0.4 million per annum has been included in the periods prior to the date of its acquisition.

11.  Tax cost base reset – prior to the IPO, LifeHealthcare Group Limited (as head company) will form a new tax consolidated group with LifeHealthcare Finance 
Pty Limited (LifeHealthcare Group tax consolidated group). Lifehealthcare Pty Limited (together with its Australian wholly owned subsidiaries) (Lifehealthcare 
tax consolidated group) will join the LifeHealthcare Group tax consolidated group upon LifeHealthcare Finance Pty Limited’s acquisition of all the shares in 
Lifehealthcare Pty Limited. On joining the LifeHealthcare Group tax consolidated group, the Lifehealthcare tax consolidated group will reset the tax cost base of 
various assets, resulting in a $84 million increase to its overall tax cost bases. Approximately $47 million of this increase is attributable to the difference between 
the existing tax cost of inventories and its market value. As a result, a deferred tax asset of $14 million will be created.

12.  Income tax effect – the forecast effective income tax rate applicable to LifeHealthcare Group Limited is approximately 30.2%, which is slightly above the Australian 
corporate tax rate of 30% and New Zealand corporate tax rate of 28% due to certain items that are non-deductible for income tax purposes (primarily entertainment 
expenses). This effective tax rate has been applied to each of the historical and forecast periods. In addition, the tax impacts of the adjustments listed above have 
been reflected as part of this adjustment.
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4.4 Consolidated historical balance sheet
Table 11 below sets out the adjustments that have been made to the audited consolidated historical balance sheet for 
Lifehealthcare Pty Limited as at 30 June 2013 to prepare a pro forma consolidated historical balance sheet for LifeHealthcare. 
These adjustments reflect the impact of the operating and capital structure that will be in place following Completion of the Offer 
as if it had occurred or was in place as at 30 June 2013.

Table 11 Pro forma consolidated historical balance sheet as at 30 June 2013

As at 30 June 2013, $ million Notes
Audited 

Statutory

Impact of 
the Offer and 
New Banking 

Facilities Pro Forma

Current assets

Cash and cash equivalents – – –

Trade and other receivables 2 11.2 (0.1) 11.1

Inventories 24.2 – 24.2

Derivative financial assets 1.0 – 1.0

Total current assets 36.4 (0.1) 36.4

Non-current assets

Investments accounted for using the equity method 0.2 – 0.2

Property, plant and equipment 8.5 – 8.5

Deferred tax assets 6 0.9 15.1 16.0

Intangible assets 7 13.7 – 13.7

Total non-current assets 23.2 15.1 38.4

Total assets 59.7 15.1 74.8

Current liabilities

Trade and other payables 13.0 0.2 13.2

Borrowings 2 8.2 (5.2) 3.0

Provisions 1.1 – 1.1

Current tax liabilities 1.7 – 1.7

Total current liabilities 23.9 (5.0) 18.9

Non-current liabilities

Borrowings 3 15.8 5.2 21.0

Derivatives of financial liabilities 2 0.2 (0.2) –

Provisions 0.6 – 0.6

Total non-current liabilities 16.6 5.0 21.6

Total liabilities 40.5 – 40.5

Net assets 19.2 15.1 34.3

Contributed equity 4 12.2 13.5 25.7

Reserves 0.6 – 0.6

Retained earnings 5 6.4 1.5 7.9

Total equity 19.2 15.1 34.3
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Notes:
1. The accounting policies relevant to this table are set out in Appendix A.
2.  As a result of the drawdown of the New Banking Facilities, current borrowings will decrease by $5.2 million through the repayment of existing current debt of 

$8.2 million, partially offset by the drawdown of the new working capital facility of $3.0 million. In addition, prepaid interest and line fees ($0.1 million) and 
interest rate hedges ($0.1 million) associated with the existing current debt will also be settled. 

3. Non-current borrowings will increase by $5.2 million as a result of the drawdown of the New Banking Facilities (total of $24.0 million).
4.  Contributed equity increases by $13.5 million reflecting that portion of equity raised by the Company that is retained to fund the costs of the Offer ($4.2 million) 

and application of a portion of the Offer proceeds to payment of the pre-IPO dividend of $9.3 million to Existing Investors prior to the completion of the Offer.
5.  The increase in retained earnings of $1.5 million reflects the pre-IPO dividend to be paid to Existing Investors prior to Completion of the Offer ($9.3 million), 

$3.0 million total costs of the Offer (net of tax) and the write-off of unamortised capitalised borrowing costs ($0.2 million; $0.1 million net of tax), offset by the tax 
benefit from the resetting of the tax cost base referred to in note 6 below.

6.  Prior to the IPO, the LifeHealthcare Group tax consolidated group will be formed. The Lifehealthcare tax consolidated group will join the LifeHealthcare Group tax 
consolidated group upon LifeHealthcare Finance Pty Limited’s acquisition of all the shares in Lifehealthcare Pty Limited. On joining the LifeHealthcare Group tax 
consolidated group, the Lifehealthcare tax consolidated group will reset the tax cost base of various assets, resulting in a $84 million increase to its overall tax cost 
bases. Approximately $47 million of this increase is attributable to the difference between the existing tax cost of inventories and its market value. As a result, a 
deferred tax asset of $14 million will be created. In addition, deferred tax assets of $1.1 million will result from the transactions noted above.

7.  Intangibles balances includes goodwill of $12.0 million, capitalised software of $0.8 million and supply contracts of $0.9 million. Refer Appendix A for details of the 
amortisation policy applicable to each of these balances.

4.4.1 Pro forma adjustments to the audited statutory consolidated historical balance sheet
LifeHealthcare will utilise the proceeds of the Offer for the acquisition of the LifeHealthcare business from Existing Investors 
under the Sale Deeds (refer Section 9.4.1 for more information). In addition, LifeHealthcare will draw down on its New Banking 
Facilities (described in Section 4.4.3). Proceeds from the Offer and the New Banking Facilities will be used to pay:

• amounts owing by LifeHealthcare under existing debt facilities and associated derivatives in place immediately prior to 
Completion of the Offer;

• the pre-IPO dividend in respect of accrued profits from the operation of the business up to the Completion of the Offer; 

• Existing Investors, for the cash portion of the consideration payable for the acquisition of Lifehealthcare Pty Limited by 
LifeHealthcare Group Limited (through a subsidiary) (including the cash portion of consideration for Founder Share held by 
Daren McKennay);

• establishment costs associated with the New Banking Facilities; and

• costs of the Offer, as well as other obligations of LifeHealthcare Group Limited to be paid upon Completion of the Offer.

Details of the pro forma adjustments made to the audited statutory consolidated historical balance sheet for LifeHealthcare at 
30 June 2013 are set out in the notes to Table 11. The pro forma consolidated historical balance sheet is provided for illustrative 
purposes only and is not represented as being necessarily indicative of LifeHealthcare’s view on its future financial position. 
For further information, refer the notes to Table 11. Further information on the sources and uses of funds of the Offer and on the 
New Banking Facilities is contained in Sections 7.1.2 and 4.4.3.

4.4.2 Capitalisation and indebtedness
Table 12 below sets out the capitalisation and indebtedness of LifeHealthcare as at 30 June 2013, before and following the 
Completion of the Offer. 

Table 12 Pro forma consolidated historical capitalisation and indebtedness as at 30 June 2013

As at 30 June 2013, $ million Notes

Audited statutory
LifeHealthcare 

(before Completion 
of the Offer) 

Pro forma
LifeHealthcare 

(following Completion   
of the Offer)

Cash and cash equivalents – –

Current Borrowings 2 8.2 3.0

Non-current borrowings 2 15.8 21.0

Net total indebtedness 24.0 24.0

Contributed equity 3 12.2 25.7

Reserves 5 0.6 0.6

Retained earnings 4 6.4 7.9

Total equity 19.2 34.3

Total capitalisation and indebtedness 43.3 58.3

Net debt/FY2014 pro forma consolidated EBITDA 1.6x
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Notes: 
1.  Extracted from the audited consolidated statutory balance sheet of Lifehealthcare Pty Limited as at 30 June 2013.
2.  The $24.0 million drawn down under the New Banking Facilities represents $3.0 million current borrowings and $21.0 million in non-current borrowings following 

Completion of the Offer.
3.  Contributed equity increases by $13.5 million in order to fund the costs of the Offer ($4.2 million) and the pre-IPO dividend of $9.3 million (see notes to Table 11 in 

Section 4.4 for further details).
4. Pro forma retained earnings of $7.9 million reflect the factors outlined in the notes 6 and 7 to Table 11 in Section 4.4.
5.  Reserves comprises share-based payments reserves established upon recognition of the AASB 2 Share-based Payments expenses that were recorded in the 

Statutory Historical Results in respect of LifeHealthcare’s option incentive schemes applicable to management and key sales staff prior to Completion of the Offer 
and cash hedge reserves relating to foreign exchange-related derivative contracts.

4.4.3 Description of New Banking Facilities
Lifehealthcare Pty Limited and ANZ have entered into facility agreements for the provision of four year term debt facilities and a 
working capital facility (New Banking Facilities). On Completion of the Offer, funding provided under the facility agreements will 
be utilised to repay existing debt facilities and associated derivatives, as well as certain other obligations of LifeHealthcare as 
set out in Section 9. Upon repayment of existing debt facilities, associated guarantees and security will be discharged. 

The New Banking Facilities will be secured by:

• an unlimited cross guarantee and indemnity from Lifehealthcare Pty Limited (the Borrower) and all of the Borrower’s wholly 
owned subsidiaries (Guarantors);

• an all assets general security agreement from the Borrower and each Guarantor;

• a specific security agreement over all of the shares granted by the Borrower in each of the Guarantors; and

• leasehold mortgages (subject to landlord consent).

There will also be a hedging agreement to be entered into between the Borrower and the Lender.

The New Banking Facilities are based on signed facility agreements provided to Lifehealthcare Pty Limited by ANZ on 
23 October 2013 and will comprise:

• $21 million four year Bullet Cash Advance Facility (Tranche A); and

• $8 million annual Working Capital Facility (Tranche B).

Table 13 sets out the New Banking Facilities.

Table 13 Summary of New Banking Facilities

$ million
Facility 

commitment
Pro forma 

drawn

Tranche A 21.0 21.0

Tranche B 8.0 3.0

Total New Banking Facilities 29.0 24.0

Tranche A
Tranche A is repayable in full at maturity, being four years from the date of the first drawdown under the New Banking Facilities. 
No interim scheduled principal repayments are required during the term of Tranche A.

Tranche A has a variable interest rate, which is based on BBSY. Interest is payable on the last day of each interest period. 
There is a default interest of 2.00% per annum over the applicable interest rate.

The average effective interest rate of Tranche A is forecast to be 6.0% per annum. Pro forma consolidated forecast interest 
expense in relation to Tranche A for FY2014 and CY2014 is $1.3 million. This is based on pro forma consolidated historical 
(following Completion of the Offer) debt of $21.0 million. 

While LifeHealthcare intends to fully draw the Tranche A funds, if Tranche A is not fully drawn, Tranche A will attract commitment 
fees equal to 60% of the margin of the committed but undrawn funds under the facility. LifeHealthcare will be required to pay 
a 1.25% upfront fee on the existing debt amount of $19.0 million and 2.00% on the new debt amount of $2.0 million of the 
Tranche A commitment.

LifeHealthcare has historically hedged a portion of its interest rate risk and it is a requirement of the New Banking Facilities 
for LifeHealthcare to hedge a minimum of 50% of its interest rate risk under Tranche A. The Forecast Financial Information set out 
in Section 4.7 has been prepared on the basis that LifeHealthcare hedges 50% of the total New Banking Facilities.

53

P R O S P E C T U S

Section Four
Financial Information

F
or

 p
er

so
na

l u
se

 o
nl

y



Tranche B Working Capital Facility
The Tranche B Working Capital Facility will be available to repay an existing working capital facility and for general corporate, 
working capital and capital expenditure purposes. It will be subject to annual review and will attract the same margins and 
commitment fees as Tranche A.

It is assumed that $3.0 million of the Tranche B Working Capital Facility will be utilised immediately following Completion of the 
Offer for general working capital purposes. The $3.0 million utilisation of this facility is reflected in the pro forma consolidated 
historical balance sheet as at 30 June 2013 set out in this Section 4.4.

Pro forma consolidated forecast interest expense in relation to the Tranche B Working Capital Facility for FY2014 and CY2014 is 
$0.3 million. This assumes an average drawn amount of $3.0 million.

Financial undertakings
The agreement under which the New Banking Facilities will be made available contains undertakings typical for facilities of this 
nature. The undertakings include financial undertakings which will be tested at financial quarter ended based on the preceding 
12 months’ results. The Company expects to remain in compliance with these undertakings.

Table 14 Summary of financial undertakings

Notes
Pro forma draw at 

30 June 2013

Gross leverage ratio not to be greater than 2.25x 1 1.6x

Interest cover ratio to equal to or greater than 4.00x 2 9.3x

Notes: 
1. Gross leverage ratio represents gross indebtedness following Completion of the Offer divided by pro forma forecast EBITDA for FY2014.
2. Interest cover ratio represents pro forma forecast EBITDA for FY2014 divided by pro forma forecast interest expense for FY2014.

Other financing considerations
The agreement under which the New Banking Facilities are made available contains certain representations, undertakings, 
events of default and review events which are standard for a facility of this nature. Any material breach by LifeHealthcare of the 
representations or undertakings given or made by it, or the occurrence of an event of default or a review event, may lead to the 
funds borrowed becoming due and the New Banking Facilities being cancelled. In addition, a review event will occur if either:

• the Company ceases to be listed on the ASX (or its equivalent at any time) or trading in the Company’s shares is suspended 
from official quotation on the ASX for more than five consecutive business days;

• following an IPO event, any person acquires greater than 19.9% of the Company or comes to ‘control’ (as that term is defined 
in section 50AA of the Corporations Act) the Company; or

• any material document (being a contract which generates at least 10% of revenue of the Group in any 12 month period) is 
terminated, suspended, cancelled or not renewed within 20 business days following the expiration of its term.

If a review event occurs, the parties will be required to try and negotiate revised terms for the New Banking Facilities. 
If agreement cannot be reached within a certain period, then it may lead to some or all of the funds borrowed becoming due 
and the New Banking Facilities being cancelled. 

The New Banking Facilities also contain a market standard disruption clause. If, due to a change in market circumstances, BBSY 
does not reflect the cost of funds of those lenders representing a certain level of commitments under the New Banking Facilities 
(and who give notice that they wish to claim under the market disruption provisions), then the interest rate payable to those 
lenders will be the cost of funds as notified by those lenders plus the margin.

Liquidity and capital resources
Following Completion of the Offer, LifeHealthcare’s principal source of funds will be cash flow from operations and borrowings 
under the New Banking Facilities noted above. 

The majority of LifeHealthcare’s capital expenditure relates to expenditure on instruments for implant kits which are consigned 
to or loaned to hospitals for use in the implant of LifeHealthcare products. LifeHealthcare’s historical and forecast capital 
expenditure and working capital trends are set out in Sections 4.5 and 4.7. 

LifeHealthcare expects that it will have sufficient cash flow from operations to meet its operational requirements and business 
needs during the forecast period. LifeHealthcare expects that its operating cash flows, together with borrowings under the 
New Banking Facilities, will position LifeHealthcare to grow its business in accordance with the Forecast Financial Information.
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4.4.4 Contractual obligations and commitments
Table 15 summarises LifeHealthcare’s contractual obligations and commitments (following Completion of the Offer) under the 
New Banking Facilities and operating leases:

Table 15 Contractual obligations and commitments

As at 30 June 2013, $ million
Pro forma 

drawn total

Facility 
commitment

total

Maturity

1 – 3 years > 3 years

Tranche A 21.0 21.0 – 21.0

Tranche B 3.0 8.0 3.0 –

Operating lease commitments 3.0 3.0 3.0 –

Total 27.0 32.0 6.0 21.0

Note:
1. LifeHealthcare’s operating lease commitments relate to land and buildings.

As noted in Section 4.4.3, the New Banking Facilities will be drawn down from Completion of the Offer and will have a four year 
term from the date of the draw down, except for Tranche B which will be subject to annual review.

4.5 Consolidated historical and forecast cash flows
After a period of significant investment in working capital and implant instrument kits to support the revenue growth achieved 
over the FY2010 to FY2013 period, particularly in Implantable Devices, LifeHealthcare converted a high proportion of EBITDA to 
free cash flow after capital expenditure in FY2013 and this trend is forecast to continue in FY2014 and CY2014. Tables 16 and 17 
set out the Pro Forma Historical Cash Flows, Pro Forma Forecast Cash Flows and Statutory Forecast Cash Flows for FY2014 and 
CY2014.

Table 16  Pro forma consolidated historical and forecast operating cash flows from FY2010 to FY2014 and CY2014 and 
statutory consolidated forecast operating cash flows for FY2014

June year end (December for 
CY2014), $ million

Pro Forma
Historical Results

Pro Forma
Forecast Results

Statutory
Forecast 
Results

Notes FY2010 FY2011 FY2012 FY2013 FY2014 CY2014 FY2014

EBITDA 2 8.4 12.2 12.4 14.1 15.3 15.6 11.1

Non-cash items 3 0.2 0.2 0.2 0.2 0.2 0.2 0.2

Change in working capital (1.0) (6.4) (5.1) – (2.5) (1.1) (2.5)

Operating free cash flow before 
capital expenditure 7.6 6.0 7.5 14.2 12.9 14.6 8.8

Capital expenditure (3.7) (3.9) (3.2) (2.9) (1.7) (1.6) (1.7)

Operating free cash flow after 
capital expenditure 3.9 2.0 4.3 11.3 11.2 13.0 7.1

Net interest paid (1.6) (1.6)

Income tax paid (0.1) (0.1)

Net cash flow before dividends 9.4 11.3

Dividends paid 4 – (2.9)

Net cash flow 9.4 8.4

Notes:
1.  The Statutory Forecast Cash Flows exclude the cash flows in respect of the Offer, with the exception of the expenses reflected in the Statutory Forecast Results; 

refer Section 4.4.
2.  EBITDA in the Pro Forma Forecast Cash Flows has been adjusted to reflect the pro forma adjustments to the Statutory Historical Results set out in the table in 

Section 4.3.2 with the exception of adjustments 8, 9, 10 and 11 relating to the amortisation of software development costs, pro forma interest expense, amortisation 
of specifically identifiable intangibles and the tax effect of the pro forma adjustments, none of which impacts pro forma EBITDA.

3. Represents the pro forma share-based payments expense, which is a non-cash charge included within pro forma EBITDA.
4. Represents level of interim dividend expected to be paid in September 2014 in accordance with LifeHealthcare’s dividend policy outlined in Section 4.10.
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Table 17 Pro forma consolidated forecast operating cash flows for H1FY2014 and H1FY2015

Pro Forma
Forecast Cash Flows

December half, $ million Notes H1FY2014 H1FY2015

EBITDA 2 7.0 7.4

Non-cash items 3 0.1 0.1

Change in working capital (2.4) (1.0)

Operating free cash flow before capital expenditure 4.7 6.5

Capital expenditure (1.3) (1.2)

Operating free cash flow after capital expenditure 3.4 5.3

Net interest paid (0.8) (0.8)

Income tax paid (0.1) (0.1)

Net cash flow before dividends 2.5 4.4

Dividends paid 4 – (2.9)

Net cash flow 2.5 1.5

Notes:
1.  The Statutory Forecast Cash Flows exclude the cash flows in respect of the Offer, with the exception of the expenses reflected in the Statutory Forecast Results; refer 

Section 4.4.
2.  EBITDA in the Pro Forma Forecast Cash Flows has been adjusted to reflect the pro forma adjustments to the Statutory Historical Results set out in the table in 

Section 4.3.2 with the exception of adjustments 8, 9, 10 and 11 relating to the amortisation of software development costs, pro forma interest expense, amortisation 
of specifically identifiable intangibles and the tax effect of the pro forma adjustments, none of which impacts pro forma EBITDA.

3. Represents the pro forma share-based payments expense, which is a non-cash charge included within pro forma EBITDA.
4. Represents level of interim dividend expected to be paid in September 2014 in accordance with LifeHealthcare’s dividend policy outlined in Section 4.10.
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4.5.1 Pro forma adjustments to the statutory cash flow statements
Tables 18 and 19 set out the adjustments to the Statutory Historical Cash Flows as well as the Statutory Forecast Cash Flows 
to reflect the full year impact of the operating structure that will be in place following Completion of the Offer and to eliminate 
certain non-recurring items.

Table 18  Pro forma adjustments to the audited statutory consolidated historical cash flow statements for 
FY2011 to FY2013 and the statutory consolidated forecast cash flow statements for FY2014 and CY2014

June year end (December for CY2014),
$ million

Pro Forma
Historical Cash Flows

Pro Forma
Forecast Cash Flows

FY2010 FY2011 FY2012 FY2013 FY2014 CY2014

Statutory operating free cash flow after 
capital expenditure

2.5 1.5 3.3 11.2 7.1 12.9

Pro forma impact of historical acquisitions 1.5 0.8 – – – –

Discontinued operations 0.2 – – – – –

Share-based payments expenses – 0.1 – – – –

Public company costs (0.6) (0.6) (0.6) (0.6) (0.2) 0.1

Current shareholder costs – – 0.1 0.6 0.1 –

Offer costs – – – – 4.2 –

Transaction costs and other non-recurring items 0.3 0.2 1.5 0.2 – –

Income tax paid – – – – – –

Pro forma operating free cash flow after 
capital expenditure 3.9 2.0 4.3 11.3 11.2 13.0

Note:
1.  Pro Forma Forecast Cash Flows have been adjusted to reflect the pro forma adjustments to the Statutory Historical Results set out in the table in Section 4.3.2 with 

the exception of adjustments 8, 9, 10 and 11 relating to the amortisation of software development costs, pro forma interest expense, amortisation of specifically 
identifiable intangibles and the tax effect of the pro forma adjustments, none of which impacts pro forma cash flows.

Table 19 Pro forma adjustments to the consolidated forecast cash flow statements for H1FY2014 and H1FY2015

Pro Forma
Forecast Cash Flows

December half, $ million H1FY2014 H1FY2015

Statutory operating free cash flow after capital expenditure (0.7) 5.3

Pro forma impact of historical acquisitions – –

Discontinued operations – –

Share-based payments expenses – –

Public company costs (0.2) –

Current shareholder costs 0.1 –

Offer costs 4.2 –

Transaction costs and other non-recurring items – –

Pro forma operating free cash flow after capital expenditure 3.4 5.3

Note:
1.  Pro Forma Forecast Cash Flows have been adjusted to reflect the pro forma adjustments to the Statutory Historical Results set out in the table in Section 4.3.2 with 

the exception of adjustments 8, 9, 10 and 11 relating to the amortisation of software development costs, pro forma interest expense, amortisation of specifically 
identifiable intangibles and the tax effect of the pro forma adjustments, none of which impacts pro forma cash flows.
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4.6 Management’s discussion and analysis of historical financial information

4.6.1 General factors affecting the operating results of LifeHealthcare
Below is a discussion of the general factors which affected LifeHealthcare’s operations and relative financial performance in 
FY2010, FY2011, FY2012 and FY2013 and which the Directors expect may continue to affect it in the future.

The discussion of those general factors is intended to provide a brief summary only and does not detail all factors that affected 
LifeHealthcare’s historical operating and financial performance, nor everything which may affect operations and financial 
performance in the future.

Revenue
Drivers of sales revenue in LifeHealthcare are the:

• number of surgeons and clinicians in a channel who are using LifeHealthcare’s products (and therefore, its market share of 
these channels);

• number and type of cases performed by those surgeons and clinicians using LifeHealthcare’s products;

• particular clinical channels that LifeHealthcare is selling its products into and the market growth and competition in those 
channels; and 

• performance of new product launches. 

Adoption of LifeHealthcare’s products by surgeons and clinicians and LifeHealthcare’s resulting share of the channel is driven by 
the attractiveness of the range of products that LifeHealthcare has to offer compared to that of other products available in the 
market, as well as activities of LifeHealthcare’s sales representatives and marketing team in supporting sales to existing and 
potential new customers.

LifeHealthcare currently operates in the following clinical channels:

• spine surgery;

• neurosurgery;

• bariatrics;

• general surgery;

• surgical instruments;

• cardiology;

• neurophysiology

• orthopaedic surgery; and 

• neurology.

LifeHealthcare’s entry and sales into a clinical channel are determined by its ability to secure product agencies sufficient to 
support the infrastructure and salesforce necessary to service a channel. In the past, LifeHealthcare has successfully entered, 
and developed its presence in, new channels – for example, in 2010, LifeHealthcare entered the biologics channel. 

New product launches are driven by LifeHealthcare’s ability to:

• source products with a market opportunity in Australia and New Zealand;

• obtain the necessary regulatory approvals for sale of, and in most cases, funding support for, the product; and 

• sell the product to clinicians, surgeons and hospitals and provide the necessary sales support. 

LifeHealthcare has successfully introduced a number of new products over the past four years to the Australian and New Zealand 
market, which has been an important driver of growth over this period. For example, in FY2011 LifeHealthcare introduced the 
iFactor range of biologic products and in FY2013 the Everest pedicle screw system. In FY2014, LifeHealthcare plans to introduce 
seven new products across the spine surgery, neurosurgery, cardiology and general surgery clinical channels.
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Gross profit
Cost of sales incorporates product costs from suppliers, inward freight and outward freight.

LifeHealthcare’s gross profit margins are impacted by changes in the prices at which it purchases products from its suppliers. 
These prices are generally set in LifeHealthcare’s distribution agreements, in some cases for the period of the contract, and in 
other cases subject to regular review. 

The majority of LifeHealthcare’s device supply contracts are priced in US dollars or euros, while its sales are predominantly 
in Australian dollars. As such, in most cases LifeHealthcare bears the foreign exchange risk associated with the purchase and 
sale of its devices. Since 2009, LifeHealthcare has maintained a policy of hedging its foreign currency purchasing commitments 
on a rolling quarterly basis, 12 months forward, in order to cover foreign denominated purchases for the next 12 months. As a 
result of this hedging policy, along with LifeHealthcare’s significant investment in inventories to support its customer needs, 
LifeHealthcare’s FY2014 and CY2014 forecast results are materially protected from any adverse movements in the Australian 
dollar against the US dollar and the euro that may occur over the period (refer sensitivity analysis in Section 4.9). Despite this 
hedging policy, LifeHealthcare’s financial results remain susceptible to movements in the Australian dollar against the US dollar 
and euro over time, as movements in the forward exchange rate curves for these currencies impact upon the rate at which 
LifeHealthcare is able to secure foreign currency hedges. As noted in Sections 4.7.2 and 4.8, the strengthening of the Australian 
dollar in FY2011 had a material impact upon LifeHealthcare’s financial results.

Approximately 35% of LifeHealthcare’s revenue in Australia in FY2013 was derived from products which are eligible for rebates 
that are set by the Prostheses List Advisory Committee (PLAC). PLAC sets prices based on the basis of benchmarking the clinical 
value of the product compared to other similar products in the market. The rebate levels that PLAC sets for LifeHealthcare’s 
products impact LifeHealthcare’s gross profit margins.

Operating costs
Operating costs incorporate employee expenses, accommodation and travel expenses, marketing expenses and other corporate 
overheads. LifeHealthcare manages its cost structure to generate margins at targeted levels. 

Working capital
The business model of LifeHealthcare requires a level of investment in working capital, particularly in inventories relating to 
Implantable Devices and certain Non-implantable Devices where LifeHealthcare will consign or loan implant kits and certain 
devices to hospitals, invoicing the customers when products are used. This is consistent with industry practice. Implant kits 
comprise implants (product items for sale) which are included in inventories and instruments which are included in fixed assets 
(and depreciated). LifeHealthcare holds limited inventories for products in the Capital Equipment product category with only a 
selection of products retained for demonstration purposes. 
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4.6.2 Pro forma consolidated historical income statements: FY2011 compared to FY2010
Table 20 sets out the summary pro forma consolidated historical income statements and selected key performance indicators for 
FY2010 and FY2011. 

Table 20 Summary pro forma consolidated historical income statements: FY2011 compared to FY2010

Pro Forma
Historical Results

June year end, $ million FY2010 FY2011 Change

Revenue 65.8 68.5 4.2%

Cost of sales 35.5 31.0 (12.5%)

Gross profit 30.3 37.5 23.7%

Gross profit margin 46.1% 54.7% 8.6%

Operating costs 21.9 25.3 15.2%

Share of loss of associate – – n.m.

EBITDA 8.4 12.2 45.7%

EBITDA margin 12.8% 17.8% 5.1%

Depreciation 1.5 1.5 (1.0%)

EBITA 6.9 10.7 56.1%

EBITA margin 10.4% 15.6% 5.2%

Amortisation of software costs 0.3 0.3 (6.6%)

Amortisation of separately identifiable intangibles 0.4 0.4 –%

EBIT 6.2 10.0 63.0%

EBIT margin 9.4% 14.6% 5.3%

Summary of key performance indicators

Revenue growth n.m. 4.2%

EBITDA growth n.m. 45.7%

EBITA growth n.m. 56.1%

Number of Active Surgeons 52 71

Revenue per Active Surgeon $269,869 $284,524

Revenue
In FY2011, LifeHealthcare generated revenue of $68.5 million, representing growth of 4.2% over FY2010. This was primarily 
driven by growth in revenue from Implantable Devices with the rollout of the K2M spine product range following the acquisition 
of Austspine. The number of Active Surgeons increased by 19 from 52 to 71 and average revenue per Active Surgeon increased 
by 5.4% from $269,869 to $284,524. The launch of the biologics products in the spine surgery clinical channel contributed 
$1.0 million in revenue.

Revenue in the Capital Equipment product category declined 16.5% from FY2010. This was due to ultrasound sales returning 
to a more normal level with the end of the Investment Allowance Scheme that provided incentives to hospitals and clinicians in 
FY2009 and FY2010 to make capital purchases, as well as a rationalisation of the general capital equipment product range to 
focus on more profitable products. 
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Gross profit
Gross profit was $37.5 million in FY2011, an increase of $7.2 million or 23.7% (compared to $30.3 million in FY2010). Gross profit 
margin increased by 8.6% to 54.7% of revenue in FY2011 (compared to 46.1% in FY2010).

The net increase in gross profit margin was primarily driven by product mix (5.2% of the 8.6% margin increase) due to a change 
in mix of revenue contribution between product categories towards higher margin Implantable Devices and Non-implantable 
Devices, as well as a changing product mix within product categories.

The gross margin increase also reflected the positive impact of an improvement in actual average foreign exchange rates in 
cost of sales for the Australian dollar against the US dollar and euro in FY2011 (3.4% of the 8.6% margin increase). In FY2011, 
LifeHealthcare achieved actual average foreign exchange rates in cost of sales for the Australian dollar against the US dollar of 
US$0.84 and 0.63 EURO respectively, versus actual average foreign exchange rates in cost of sales in FY2010 for the Australian 
dollar against the US dollar and euro of US$0.73 and 0.53 EURO respectively.

Operating costs
Operating costs in FY2011 of $25.3 million increased 15.2% from $21.9 million in FY2010 driven by increased employee expenses 
as LifeHealthcare recruited more sales representatives to support continued growth in revenue in Implantable Devices. 

EBITDA and EBIT 
EBITDA increased by 45.7% in FY2011 as a result of the revenue growth of 4.2% and the increase in gross margin from 46.1% to 
54.7%. EBITDA margin increased from 12.8% to 17.8%.

EBIT margin increased from 9.4% to 14.6%, primarily as a result of the growth in EBITDA.

4.6.3 Pro forma historical cash flows: FY2011 compared to FY2010
Table 21 sets out the summary pro forma consolidated historical cash flow statements for FY2010 and FY2011.

Table 21 Summary pro forma consolidated historical cash flow statements for FY2011 compared to FY2010

Pro Forma
Historical Cash Flows

June year end, $ million FY2010 FY2011 Change

EBITDA 8.4 12.2 45.7%

Non-cash items 0.2 0.2 –

Change in working capital (1.0) (6.4) 547.2%

Operating free cash flow before capital expenditure 7.6 6.0 (21.3%)

Capital expenditure (3.7) (3.9) 6.4%

Operating free cash flow after capital expenditure 3.9 2.0 (47.8%)

The investment in working capital and capital expenditure in FY2011 was primarily focussed on investments in both implants and 
instrument kits, to support the revenue growth of the K2M spine product range.
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4.6.4 Pro forma consolidated historical income statements: FY2012 compared to FY2011
Table 22 sets out the summary pro forma consolidated historical income statements and selected key performance indicators for 
FY2011 and FY2012. 

Table 22 Summary pro forma consolidated historical income statements: FY2012 compared to FY2011

Pro Forma
Historical Results

June year end, $ million FY2011 FY2012 Change

Revenue 68.5 70.3 2.6%

Cost of sales 31.0 32.0 3.1%

Gross profit 37.5 38.3 2.2%

Gross profit margin 54.7% 54.5% (0.2%)

Operating costs 25.3 25.9 2.7%

Share of loss of associate – – n.m.

EBITDA 12.2 12.4 1.3%

EBITDA margin 17.8% 17.6% (0.2%)

Depreciation 1.5 1.8 18.8%

EBITA 10.7 10.6 (1.2%)

EBITA margin 15.6% 15.1% (0.6%)

Amortisation of software costs 0.3 0.3 7.4%

Amortisation of separately identifiable intangibles 0.4 0.4 –

EBIT 10.0 9.9 (1.5%)

EBIT margin 14.6% 14.0% (0.6%)

Summary of key performance indicators

Revenue growth 4.2% 2.6%

EBITDA growth 45.7% 1.3%

EBITA growth 56.1% (1.2%)

Number of Active Surgeons 71 79

Revenue per Active Surgeon $284,524 $342,961

Note:
1. Explanation of pro forma adjustments to Statutory Historical Results is given in Section 4.3.2.

Revenue 
In FY2012, LifeHealthcare generated revenue of $70.3 million, representing revenue growth of 2.6%. This was primarily driven 
by growth in revenue from Implantable Devices with the number of Active Surgeons increasing by eight, from 71 to 79, and 
average revenue per Active Surgeon increasing by 20.5% from $284,524 to $342,961. Also contributing to revenue growth was a 
$1.4 million uplift in sales of the biologics products launched in FY2011. 

Partially offsetting this revenue growth, there was a $6 million decrease in revenue from the exit of four distribution agencies, of 
which two (representing $4.6 million in revenue) arose from the acquisition of the suppliers by another company and resulting 
cessation of the distribution agreement with LifeHealthcare by the acquiring company.

Revenue in the Capital Equipment product category declined by 7.5% from FY2011. This decline was in both ultrasound and 
general capital equipment sales, with a number of non-strategic products exited in general capital equipment ($0.8 million 
in revenue). 
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Gross profit 
Gross profit was $38.3 million in FY2012, an increase of $0.8 million or 2.2% (compared to $37.5 million in FY2011). Gross profit 
margin decreased by 0.2% to 54.5% of revenue in FY2012 (compared to 54.7% in FY2011).

The net decrease in gross profit margin was due to changing product mix (-1.4% impact) within the Implantable Devices product 
category due to growth from a new product with a comparatively lower margin. The gross profit margin of the Capital Equipment 
product category remained consistent with the prior year.

The product mix impact in Implantable Devices was partially offset by the positive impact of an improvement in actual average 
foreign exchange rates in cost of sales for the Australian dollar against the US dollar and euro in FY2012 (1.1% impact). In 
FY2012, LifeHealthcare had actual average foreign exchange rates in cost of sales for the Australian dollar against the US dollar 
of US$0.91 and 0.64 EURO respectively, versus actual average foreign exchange rates in cost of sales in FY2011 for the Australian 
dollar against the US dollar and euro of US$0.84 and 0.63 EURO respectively.

Operating costs
Operating costs of $25.9 million increased by 2.7% compared to FY2011, due primarily to additional employee and travel expenses.

EBITDA and EBIT 
EBITDA increased by 1.3% in FY2012 as a result of the revenue growth of 2.6%, partially offset by the decrease in gross margin 
from 54.7% to 54.5% as discussed above. EBITDA margin displayed a consistent trend, decreasing from 17.8% to 17.6%.

EBIT margin decreased from 14.6% to 14.0% as a result of the decrease in the EBITDA margin and an increase in depreciation 
expense of $0.3 million, resulting from increased investment in implant kits to support the growth of the spine surgery 
clinical channel.

4.6.5 Pro forma consolidated historical cash flows: FY2012 compared to FY2011
Table 23 sets out the summary pro forma consolidated historical cash flow statements for FY2011 and FY2012. 

Table 23 Summary pro forma consolidated historical cash flow statements for FY2012 compared to FY2011

Pro Forma
Historical Cash Flows

June year end, $ million FY2011 FY2012 Change

EBITDA 12.2 12.4 1.3%

Non-cash items 0.2 0.2 –

Change in working capital (6.4) (5.1) (21.0%)

Operating free cash flow before capital expenditure 6.0 7.5 25.4%

Capital expenditure (3.9) (3.2) (18.3%)

Operating free cash flow after capital expenditure 2.0 4.3 111.1%

Note: 
1.  EBITDA in the pro forma consolidated forecast cash flow statement has been adjusted to reflect the pro forma adjustments to the Statutory Historical Results set 

out in the table in Section 4.3.2 with the exception of adjustments 8, 9, 10 and 11 relating to the amortisation of software development costs, pro forma interest 
expense, amortisation of specifically identifiable intangibles and the tax effect of the pro forma adjustments, none of which impacts pro forma EBITDA. 

Change in working capital
The increase in working capital of $5.1 million in FY2012 primarily related to further investment in implant kits and associated 
inventories to support the significant revenue growth achieved in sales of Implantable Devices in FY2012 (22.3% growth), along 
with the settlement of a large quantum of capital expenditure-related payables prior to year end.

Capital expenditure
Capital expenditure of $3.2 million included $2.7 million in growth capital expenditure, of which $2.5 million related to implant 
instrument kits for loan to customers, supporting the significant revenue growth achieved in Implantable Devices in FY2012. 
The remaining $0.5 million in capital expenditure related to computer hardware, software and office furniture. 
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4.6.6 Pro forma consolidated historical income statements: FY2013 compared to FY2012
Table 24 sets out the summary pro forma consolidated historical income statements and selected key performance indicators for 
FY2012 and FY2013. 

Table 24 Summary pro forma consolidated historical income statements for FY2013 compared to FY2012

Pro Forma
Historical Results

June year end, $ million FY2012 FY2013 Change

Revenue 70.3 76.9 9.4%

Cost of sales 32.0 33.7 5.3%

Gross profit 38.3 43.2 12.8%

Gross profit margin 54.5% 56.2% 1.7%

Operating costs 25.9 28.9 11.5%

Share of loss of associate – 0.2 n.m.

EBITDA 12.4 14.1 13.7%

EBITDA margin 17.6% 18.3% 0.7%

Depreciation 1.8 2.1 18.5%

EBITA 10.6 12.0 12.9%

EBITA margin 15.1% 15.5% 0.5%

Amortisation of software costs 0.3 0.4 25.3%

Amortisation of separately identifiable intangibles 0.4 0.4 –

EBIT 9.9 11.2 13.0%

EBIT margin 14.0% 14.5% 0.5%

Summary of key performance indicators

Revenue growth 2.6% 9.4%

EBITDA growth 1.3% 13.7%

EBITA growth (1.2%) 12.9%

Number of Active Surgeons 79 83

Revenue per Active Surgeon $342,961 $381,301

Note:
1. Explanation of pro forma adjustments to Statutory Historical Results is given in Section 4.3.2.

Revenue 
In FY2013, LifeHealthcare generated revenue of $76.9 million, representing growth of $6.6 million (9.4%) over FY2012. This was 
primarily driven by growth in revenue from Implantable Devices with the number of Active Surgeons increasing by four, from 79 
to 83, and average revenue per Active Surgeon increasing by 11.2% from $342,961 to $381,301. The launch of the Everest pedicle 
screw system contributed to the increase in average revenue per Active Surgeon.

Revenue from the Capital Equipment product category increased by 9.8% versus FY2012. This growth was due primarily driven 
by increased sales of spine and orthopaedic operating tables.

Gross profit 
Gross profit was $43.2 million in FY2013, an increase of $4.9 million or 12.8% (compared to $38.3 million in FY2012). Gross profit 
margin increased by 1.7% to 56.2% of revenue in FY2013 (compared to 54.5% in FY2012).
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The net increase in gross profit margin of 1.7% was due to the negative impact of product mix, resulting from sales growth of a 
new product with a comparatively lower margin and the impact of increased relative contribution from the Capital Equipment 
product category (overall -1.0% impact), offset by an improvement in actual average foreign exchange rates in cost of sales 
for the Australian dollar against the US dollar and euro in FY2013 (2.7% impact). In FY2013, LifeHealthcare had actual average 
foreign exchange rates in cost of sales for the Australian dollar against the US dollar of US$0.99 and 0.76 EURO respectively, 
versus actual average foreign exchange rates in cost of sales in FY2012 for the Australian dollar against the US dollar and euro of 
US$0.91 and 0.64 EURO respectively.

Operating costs 
Operating costs increased 11.5% from $25.9 million in FY2012 to $28.9 million in FY2013, driven primarily by increased 
employee expenses. LifeHealthcare recruited more sales representatives in FY2013 to accommodate continued revenue growth, 
particularly in the Implantable Devices product category. In addition, LifeHealthcare invested in additional senior management 
resources to support growth initiatives. 

Share of loss of associates
LifeHealthcare equity accounted its share of the loss of Electrocore (Australia) Pty Limited (Electrocore) ($0.2 million) in FY2013. 
The business generated a loss in FY2013 as it was in a start-up phase.

EBITDA and EBIT 
EBITDA increased by 13.7% in FY2013 as a result of the revenue growth of 9.4% and the increase in gross margin from 54.5% to 
56.2%. EBITDA margin increased from 17.6% to 18.3%.

EBIT margin increased from 14.0% to 14.5% as a result of the increase in the EBITDA margin being partially offset by the increase 
in depreciation and amortisation expenses of $0.4 million from increased investment in implant kits to support the growth of the 
spine surgery clinical channel.

4.6.7 Pro forma consolidated historical cash flows: FY2013 compared to FY2012
Table 25 sets out the summary pro forma consolidated historical operating cash flow statements for FY2012 and FY2013.

Table 25 Summary pro forma consolidated historical cash flow statements for FY2013 compared to FY2012

Pro Forma
Historical Cash Flows

June year end, $ million FY2012 FY2013 Change

EBITDA 12.4 14.1 13.7%

Non-cash items 0.2 0.2 –

Change in working capital (5.1) (–) (99.3%)

Operating free cash flow before capital expenditure 7.5 14.2 90.3%

Capital expenditure (3.2) (2.9) (10.7%)

Operating free cash flow after capital expenditure 4.3 11.3 166.9%

Note: 
1.  EBITDA in the pro forma consolidated forecast cash flow statement has been adjusted to reflect the pro forma adjustments to the Statutory Historical Results set 

out in the table in Section 4.3.2 with the exception of adjustments 8, 9, 10 and 11 relating to the amortisation of software development costs, pro forma interest 
expense, amortisation of specifically identifiable intangibles and the tax effect of the pro forma adjustments, none of which impacts pro forma EBITDA. 

Change in working capital 
There was no net increase in working capital in FY2013. There was an investment of $2.3 million in inventories relating to implant 
kits to support the revenue growth in Implantable Devices achieved in FY2013, along with demonstration items of Capital 
Equipment. This investment was offset by a $1.8 million increase in trade and other payables which primarily represented the 
purchase of implant instrument kits in the final quarter of FY2013. Other working capital items decreased by $0.5 million.

Capital expenditure
Capital expenditure of $2.9 million included $2.3 million of implant instrument kits, predominantly to support the continued 
rollout of new products in the spine surgery clinical channel, particularly in products to serve the degenerative spine segment. 
The balance of $0.6 million related to custom instruments and IT software/hardware and office equipment.
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4.7 Pro Forma Forecast Financial Information 
The Forecast Financial Information has been prepared based on the significant accounting policies adopted by LifeHealthcare, 
which are in accordance with the Accounting Standards and are disclosed in Appendix A. It is assumed that there will be no 
changes to Accounting Standards, the Corporations Act or other financial reporting requirements that may have a material effect 
on LifeHealthcare’s accounting policies during the forecast period. 

The Forecast Financial Information is based on various best estimate assumptions concerning future events, including those set 
out below. In preparing the Forecast Financial Information, LifeHealthcare has undertaken an analysis of historical performance 
of product groups as well as customers and sales channels, and applied assumptions where appropriate in order to predict 
future performance. LifeHealthcare believes that it has prepared the Forecast Financial Information with due care and attention 
and considers all assumptions when taken as a whole to be reasonable at the time of preparing this Prospectus, including each 
of the general assumptions set out in Section 4.7.1. 

However, the actual results are likely to vary from those forecast and any variation may be materially positive or negative. 
The assumptions upon which the Forecast Financial Information is based are by their nature subject to significant uncertainties 
and contingencies, many of which are outside the control of LifeHealthcare and its Directors, and are not reliably predictable. 

Accordingly, none of LifeHealthcare, its Directors or any other person can give you any assurance that the Forecast Financial 
Information or any prospective statement contained in this Prospectus will be achieved. Events and outcomes might differ in 
amount and timing from the assumptions, with a material consequential impact on the Forecast Financial Information. 

The assumptions set out below should be read in conjunction with the sensitivity analysis set out in Section 4.9, the risk 
factors set out in Section 5 and the Investigating Accountant’s Report on Forecast Financial Information set out in Section 8. 
A reconciliation of the Pro Forma Forecast Results to the Statutory Forecast Results is set out in Section 4.3.2.

4.7.1 General assumptions
In preparing the Forecast Financial Information, the following general best estimate assumptions have been adopted for the 
forecast period:

• no material change in the competitive operating environment in which LifeHealthcare operates;

• no significant deviation from current market expectations of global economic conditions relevant to the healthcare and 
medical device distribution industry in Australia and New Zealand;

• no material changes in Commonwealth, state or local government legislation, tax legislation, regulatory legislation, regulatory 
requirements or government policy that will have a material impact on the financial performance or cash flows, financial 
position, accounting policies, financial reporting or disclosure of LifeHealthcare;

• no material changes in Australian Government funding for medical devices;

• no material changes to the private health insurance industry that would have a material impact on demand or price of 
LifeHealthcare’s products and services;

• no material changes in key personnel, including key management personnel and sales staff. It is also assumed that 
LifeHealthcare maintains its ability to recruit and retain the personnel required to support future growth;

• no material change in the applicable Accounting Standards or other mandatory Australian professional reporting 
requirements which would have a material effect on LifeHealthcare’s financial performance, cash flows, financial position, 
accounting policies, financial reporting or disclosure;

• no material industrial strikes or other disturbances, environmental cost, contingent liabilities or legal claims will arise or be 
settled to the detriment of LifeHealthcare;

• no material cash flow or income statement or financial position impact in relation to litigation (existing or otherwise);

• no material acquisitions, disposals, restructuring or investments;

• no material changes to LifeHealthcare’s corporate and funding structure other than as set out in, or contemplated by, this 
Prospectus;

• no material disruptions to the continuity of operations of LifeHealthcare nor other material changes in its business;

• no material adverse changes to LifeHealthcare’s device supplier relationships and costs, including exchange rates;

• no material amendment to any material agreement or arrangement relating to LifeHealthcare’s business, other than as set out 
in, or contemplated by, this Prospectus;

• none of the risks listed in Section 5 has a material adverse impact on the operations of LifeHealthcare;

• no change in interest rates from those assumed in the Forecast Financial Information; 

• the first dividend is paid in September 2014, in relation to the six month period ending 30 June 2014. Subsequently, all 
dividends are assumed to be paid semi-annually. No dividend reinvestment plan is activated by LifeHealthcare; and

• the Offer proceeds are received in accordance with the timetable set out on page 2 of this Prospectus.
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4.7.2 Specific assumptions
Pro forma consolidated income statements for FY2014 compared to FY2013

The pro forma consolidated forecast income statement for the FY2014 has been prepared on the basis of actual financial 
results for the two months to 31 August 2013 per LifeHealthcare’s management accounts and LifeHealthcare’s pro forma 
consolidated forecast income statement for the ten months ending 30 June 2014. LifeHealthcare’s forecast for the ten months 
ending 30 June 2014 also had regard to the current trading performance of LifeHealthcare up until the date of lodgement of 
this Prospectus.

Table 26 sets out the pro forma consolidated forecast income statement for FY2014 compared to the pro forma consolidated 
historical income statement for FY2013.

Table 26 Pro forma consolidated historical and forecast income statements for FY2014 compared to FY2013

Pro Forma
Historical 

Results

Pro Forma 
Forecast 
Results

June year end, $ million FY2013 FY2014 Change

Revenue 76.9 82.6 7.4%

Cost of sales 33.7 36.5 8.4%

Gross profit 43.2 46.1 6.6%

Gross profit margin 56.2% 55.8% (0.4%)

Operating costs 28.9 30.6 5.8%

Share of loss of associate 0.2 0.2 n.m.

EBITDA 14.1 15.3 8.3%

EBITDA margin 18.3% 18.5% 0.2%

Depreciation 2.1 2.4 13.6%

EBITA 12.0 12.8 7.3%

EBITA margin 15.5% 15.5% –

Amortisation of software costs 0.4 0.4 (0.7%)

Amortisation of separately identifiable intangibles 0.4 0.4 –

EBIT 11.2 12.0 7.9%

EBIT margin 14.5% 14.6% 0.1%

Summary of key performance indicators

Revenue growth 9.4% 7.4%

EBITDA growth 13.7% 8.3%

EBITA growth 12.9% 7.3%

Number of Active Surgeons 83 97

Revenue per Active Surgeon $381,301 $390,913

Note:
1. Explanation of pro forma adjustments to Statutory Historical Results is given in Section 4.3.2.

The key assumptions underpinning the FY2014 Pro Forma Forecast Results are as follows:

Revenue 
FY2014 forecast revenue in the Implantable Devices product category has been built up on a clinician by clinician basis, based on 
LifeHealthcare’s historical and current sales to these clinicians, in addition to indications that clinicians have provided on expected 
future purchase volume. For the Capital Equipment product category, the FY2014 forecast revenues have been built up on a product 
by product basis, based on LifeHealthcare’s historical and current sales levels of these products and the current sales pipeline.
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FY2014 forecast revenue growth is based on key assumptions concerning:

• full year sales of new surgeon and clinician users of Implantable Devices and Non-implantable Devices during FY2013; 

• continued growth in the number of procedures performed by surgeons and clinicians currently using LifeHealthcare products;

• further expected new surgeon and clinician users of Implantable Devices and Non-implantable Devices in FY2014;

• exit of particular agencies currently serviced by LifeHealthcare;

• growth in new products launched during FY2013 and further products to be launched in FY2014; and 

• performance of Capital Equipment product category sales versus FY2013 in terms of ongoing market acceptance of product 
and the ability to close sales opportunities.

Revenue is forecast to increase by 7.4% to $82.6 million in FY2014, compared to revenue growth of 9.4% achieved in FY2013. 
This growth is assumed to be primarily driven by increased revenue from Implantable Devices. 

Whilst the number of Active Surgeons is forecast to increase by 14, from 83 to 97, the majority of the forecast revenue growth 
from Implantable Devices is forecast to be generated by existing Active Surgeons, primarily driven by new  products ($3.7 million). 
The annualised revenue run-rate from existing Active Surgeon users of these new products in the last five months of FY2013, is 
expected to contribute $2.5 million of the forecast $3.7 million revenue growth from new products.

Whilst the forecast growth in Active Surgeons is greater than the actual growth achieved in FY2012 and FY2013, in the three 
months to 30 September 2013, there were nine new Active Surgeons added by LifeHealthcare. As at 30 September 2013, there 
were also revenue or case bookings from a further three new surgeons who are anticipated to become Active Surgeons in FY2014. 

The average revenue per Active Surgeon is forecast to increase by 2.5% from $381,301 to $390,913, reflecting the assumption 
that the average revenue from new Active Surgeons in FY2014 will be lower than that achieved in FY2012 and FY2013 due to the 
expected larger number of new Active Surgeons (revenue of $119,389, compared to revenue of $179,056 and $138,637 achieved 
per new Active Surgeon in FY2013 and FY2012 respectively). Supporting the expectation that existing Active Surgeons will be the 
primary driver of revenue growth in FY2014, average revenue from Active Surgeons who were classified as Active Surgeons in 
FY2013 is forecast to increase by 9.8% to $418,682.

Capital Equipment revenue is forecast to increase by 6.9% in FY2014 driven by new products in the ultrasound channel and a 
new spine operating table which was launched in the first quarter of FY2014.

Gross profit 
Gross profit is forecast to be $46.1 million in FY2014, an increase of $2.8 million or 6.6% (compared to $43.2 million in FY2013). 
Gross profit margin is forecast to decrease by 0.4% to 55.8% of revenue in FY2014 (compared to 56.2% in FY2013).

Product mix is forecast to increase gross margin by 0.8% with a greater proportion of revenue expected from the higher margin 
Implantable Devices and Non-implantable Devices product categories, along with an increased proportion of higher margin 
products.

A negative gross margin impact (-1.2% impact) is assumed in respect of a decline in forecast average foreign exchange rates in 
cost of sales for the Australian dollar against the US dollar and euro in FY2014. In FY2014, LifeHealthcare has forecast average 
foreign exchange rates in cost of sales for the Australian dollar against the US dollar of US$0.95 and 0.73 EURO respectively, 
based on inventory on hand and expected inventory purchases supported by foreign exchange hedges. These forecast rates 
compare to actual average foreign exchange rates in cost of sales for the Australian dollar against the US dollar and euro of 
US$0.99 and 0.76 EURO respectively in FY2013.

Operating costs
Operating costs are forecast to increase by $1.7 million to $30.6 million in FY2014. Employee expenses are forecast to increase 
by $1.7 million, driven by the full year impact of increased sales representative and management headcount added in FY2013 
and increased headcount to support the forecast revenue growth.

EBITDA and EBIT
EBITDA is forecast to increase 8.3% in FY2014 as a result of forecast revenue growth of 7.4%, forecast decline in gross margin 
from 56.2% to 55.8% and forecast increase in operating expenses of 5.8%. EBITDA margin is forecast to remain consistent with 
the FY2013 level at approximately 18.5%.

EBIT is forecast to increase 7.9% as a result of the forecast growth in EBITDA offset by growth in depreciation expenses. 

Share of loss of associates
The equity accounted share of loss from Electrocore is forecast to be $0.2 million, with this company still in start-up phase and 
awaiting outcomes of clinical trials.
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Net interest expense
Net interest expense is forecast to be $1.6 million in FY2014 based on the capital structure post Completion of the Offer, as set 
out in the pro forma balance sheet in Section 4.4 and in particular, the New Banking Facilities set out in Section 4.4.3. The net 
interest expense forecast assumes $24 million of drawn facilities as set out in Section 4.4.3 (including $3.0 million average 
drawdown on the Tranche B Working Capital Facility for general working capital purposes at an effective interest rate of 6.1%). 
Net interest expense also includes the costs of interest rate hedging to 50% of the drawn Tranche A and amortisation of facility 
establishment costs ($0.1 million).

Income tax expense
Income tax expense of $3.1 million has been forecast for FY2014 based on an effective tax rate of 30.2% (equivalent to the 
Australian and New Zealand corporate tax rates, after allowance for permanent non-deductible items). This income tax 
expense has been adjusted to reflect the tax effect of the pro forma adjustments made to the Forecast Financial Information 
(refer Section 4.3.2). 

Pro forma consolidated cash flow statements for FY2013 and FY2014
Table 27 sets out the summary pro forma consolidated cash flow statements for FY2013 and FY2014.

Table 27 Summary pro forma consolidated cash flow statements for FY2013 compared to FY2014

Pro Forma 
Historical

Cash Flows

Pro Forma 
Forecast

Cash Flows

June year end, $ million FY2013 FY2014 Change

EBITDA 14.1 15.3 8.3%

Non-cash items 0.2 0.2 (12.1%)

Change in working capital – (2.5) n.m.

Operating free cash flow before capital expenditure 14.2 12.9 (9.5%)

Capital expenditure (2.9) (1.7) (40.8%)

Operating free cash flow after capital expenditure 11.3 11.2 (1.6%)

Note: 
1.  EBITDA in the pro forma consolidated forecast cash flow statement has been adjusted to reflect the pro forma adjustments to the Statutory Historical Results set 

out in the table in Section 4.3.2 with the exception of adjustments 8, 9, 10 and 11 relating to the amortisation of software development costs, pro forma interest 
expense, amortisation of specifically identifiable intangibles and the tax effect of the pro forma adjustments, none of which impacts pro forma EBITDA.

The key assumptions underpinning the pro forma consolidated forecast cash flow statement for FY2014 are as follows: 

Change in working capital 
Working capital is forecast to increase by $2.5 million, with inventory investment representing $2.4 million of this total. A total 
investment of $12.7 million was made in inventories over FY2010 to FY2013, primarily to support the growth in the spine surgery 
clinical channel. As a result of this significant investment in the historical periods, LifeHealthcare has expanded its presence to 
provide Implantable Devices in over 100 hospitals nationally. This level of hospital coverage is not expected to change materially 
in FY2014 and hence the level of working capital investment required in this period is expected to be lower than the investments 
made in FY2011, FY2012 and FY2013.

Capital expenditure 
Capital expenditure of $1.7 million is expected to be focussed on investment in implant instrument kits for new product releases 
in the spine surgery clinical channel. The level of capital expenditure is expected to be lower than in prior years as a significant 
level of investment had been made in implant instrument kits in FY2010 to FY2013.

Income tax paid
$3.2 million in tax instalments are assumed to be paid in respect of the period from 1 July 2013 up until the Completion of 
the Offer, as reflected in the statutory forecast cash flows for FY2014.

As shown in Table 16 and Table 17 in Section 4.5, no Australian tax is expected to be payable from the date of Completion of the 
Offer until the completion of FY2016, due to the benefit of the deferred tax asset (created as a result of the tax cost base reset) 
offsetting any tax otherwise payable by LifeHealthcare Group Limited in respect of its Australian taxable income. Tax is assumed 
to continue to be paid in New Zealand.
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Pro forma consolidated forecast income statements for H1FY2015 compared to H1FY2014
Table 28 sets out the pro forma consolidated forecast income statements for H1FY2014 compared to H1FY2015.

Table 28 Pro forma consolidated forecast income statements for H1FY2015 compared to H1FY2014

Pro Forma
Forecast Results

December half year, $ million H1FY2014 H1FY2015 Change

Revenue 40.8 44.0 7.9%

Cost of sales 18.3 20.0 9.8%

Gross profit 22.5 24.0 6.4%

Gross profit margin 55.3% 54.5% (0.8%)

Operating costs 15.4 16.5 7.0%

Share of loss of associate 0.1 0.1 n.m.

EBITDA 7.0 7.4 5.3%

EBITDA margin 17.3% 16.9% (0.4%)

Depreciation 1.2 1.3 3.7%

EBITA 5.8 6.1 5.7%

EBITA margin 14.2% 14.0% (0.3%)

Amortisation of software costs 0.2 0.2 –

Amortisation of separately identifiable intangibles 0.2 0.2 –

EBIT 5.4 5.8 6.1%

EBIT margin 13.3% 13.1% (0.2%)

Summary of key performance indicators

Revenue growth 11.0% 7.9%

EBITDA growth 13.2% 5.3%

EBITA growth 12.0% 5.7%

Revenue
Total revenue is forecast to grow by 7.9% in H1FY2015 versus H1FY2014.

H1FY2015 forecast revenue in the Implantable Devices product category, has been built up based on the bottom-up forecast of 
sales by clinicians in FY2014 plus expected market growth rates in H1FY2015. For the Capital Equipment product category, the 
H1FY2015 forecast revenue has been built up based on the bottom-up product by product forecast for FY2014, plus expected 
market growth rates and further growth from products launched in FY2014.

H1FY2015 forecast revenue growth is based on key assumptions concerning:

• full year sales of new surgeon and clinician users of Implantable Devices and Non-implantable Devices during FY2014; 

• continued growth in the number of procedures performed by surgeons and clinicians currently using LifeHealthcare products;

• further expected new surgeon and clinician users of Implantable Devices and Non-implantable Devices in H1FY2015;

• growth in new products launched during FY2014; and 

• performance of the Capital Equipment product category versus FY2014 in terms of ongoing market acceptance of product and 
the ability to close expected sales opportunities.

The forecast growth in revenue in the Implantable Devices product category in HY1FY2015 is forecast to be delivered based on 
the forecast level of run-rate revenues expected to be generated from existing Active Surgeon users in Q4 FY2014.

Capital Equipment revenue is forecast to be in line with H1FY2014.
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Gross profit 
Gross profit is forecast to be $24.0 million in H1FY2015, an increase of $1.4 million or 6.4% (compared to $22.5 million in 
H1FY2014). Gross profit margin is forecast to decrease by 0.8% from 55.3% of revenue in H1FY2014.

Product mix is forecast to increase gross margin by 0.8% with a greater proportion of revenue from the higher margin 
Implantable Devices and Non-implantable Devices product categories, combined with the increase in gross profit margin of the 
Capital Equipment product category due to the expected increase in mix of higher margin products.

A negative gross margin impact (0.8% impact) of a decline in actual average foreign exchange rates in cost of sales for the 
Australian dollar against the US dollar and euro in H1FY2015. In H1FY2015, LifeHealthcare has forecast average foreign 
exchange rates in cost of sales for the Australian dollar against the US dollar of US$0.95 and 0.73 EURO respectively, versus 
forecast average foreign exchange rates in cost of sales for the Australian dollar against the US dollar and euro of US$0.99 and 
0.76 EURO respectively in H1FY2014.

Operating costs
Operating costs of $16.5 million in H1FY2015 are forecast to increase by $1.1 million (7.0%) over H1FY2014. Employee expenses 
are forecast to increase by $1.0 million, driven both by the full period impact of increased staff headcount in FY2014 and to 
accommodate the forecast growth in revenue.

EBITDA and EBIT
EBITDA is forecast to increase 5.3% in H1FY2015 as a result of forecast revenue growth of 7.9%, offset by the forecast decline in 
gross margin from 55.3% to 54.5% and forecast increase in operating costs of 7.0%. EBITDA margin is forecast to decrease from 
17.3% to 16.9%.

EBIT is forecast to increase 6.1% as a result of the forecast growth in EBITDA offset by forecast growth in depreciation expenses.

Net interest expense
Net interest expense is forecast to be $0.8 million in H1FY2015 ($0.8 million in H1FY2014) based on the capital structure post 
Completion of the Offer, as set out in the pro forma consolidated historical balance sheet in Section 4.4.3 and in particular, 
the New Banking Facilities set out in Section 4.4. The net interest expense forecast assumes $22 million of drawn facilities 
including $1.0 million average drawdown on the Tranche B Working Capital Facility at an effective interest rate of 6.1%. Net 
interest expense also includes the costs of interest rate hedging to 50% of the drawn Tranche A and amortisation of facility 
establishment costs ($0.1 million).

Income tax expense
Income tax expense of $1.5 million has been forecast for H1FY2015 ($1.4 million in H1FY2014) based on an effective tax rate of 
30.2% (equivalent to the Australian and New Zealand corporate tax rates, after allowance for permanent non-deductible items). 
This income tax expense has been adjusted to reflect the tax effect of the pro forma adjustments made to the Forecast Financial 
Information (refer Section 4.3.2).

Summary pro forma cash flows: H1FY2015 compared to H1FY2014
Table 29 sets out the pro forma consolidated cash flow statements for H1FY2014 and H1FY2015.

Table 29  Summary pro forma consolidated cash flow statements for H1FY2014 compared to H1FY2015

Pro Forma
Forecast Cash Flows

December half year, $ million H1FY2014 H1FY2015 Change

EBITDA 7.0 7.4 5.3%

Non-cash items 0.1 0.1 32.1%

Change in working capital (2.4) (1.0) (57.8%)

Operating free cash flow before capital expenditure 4.7 6.5 38.3%

Capital expenditure (1.3) (1.2) (7.2%)

Operating free cash flow after capital expenditure 3.4 5.3 54.8%
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Change in working capital 
Working capital is forecast to increase by $1.0 million in H1FY2015, with inventory investment representing $0.9 million of 
this total.

Capital expenditure 
Capital expenditure of $1.2 million in H1FY2015 is expected to be focussed on further investment in implant instruments kits.

4.8 Foreign currency
The majority of LifeHealthcare’s device supply contracts are priced in US dollars or euros, while its sales are predominantly 
in Australian dollars. As such, in most cases LifeHealthcare bears the foreign exchange risk associated with the purchase and 
sale of its devices. Of the total cost base in FY2013 (cost of goods sold and operating costs), 25% of costs were denominated in 
US dollars and 7% in euros. Minor currencies accounted for 2% of costs and the balance of 66% of costs was denominated in 
Australian dollars.

Since 2009, LifeHealthcare has maintained a policy of hedging on a quarterly basis, 12 months forward with hedging covering in 
excess of 90% of foreign denominated purchases (refer foreign exchange sensitivity analysis below).

The table below shows the impact of movements in applicable foreign exchange rates on LifeHealthcare’s pro forma gross 
margin and pro forma EBITDA for FY2010 to FY2014. The Pro Forma Historical Results reflect the average actual foreign exchange 
rates achieved by LifeHealthcare in cost of sales in each period. The impact of the movements in applicable foreign exchange 
rates has been estimated by converting the Pro Forma Historical Results to a constant currency basis using constant exchange 
rates of US$0.950 and 0.73 EURO (average forecast foreign exchange rates in cost of sales for FY2014).

Table 30 Constant currency analysis

June year end, $ million FY2010 FY2011 FY2012 FY2013 FY2014 CY2014

Pro forma gross profit at actual average FX rates 
in cost of sales

30.3 37.5 38.3 43.2 46.1 47.5

Restate gross profit to constant currency 4.4 1.8 1.1 (0.9) – 0.7

Pro forma gross profit at constant currency 34.7 39.3 39.4 42.3 46.1 48.2

Pro forma gross margin 46.1% 54.7% 54.5% 56.2% 55.8% 55.4%

Pro forma gross profit margin at constant currency 52.7% 57.4% 56.1% 55.0% 55.8% 56.2%

Pro forma EBITDA at actual average FX rates in 
Cost of sales

8.4 12.2 12.4 14.1 15.3 15.6

Restate EBITDA to constant currency 4.4 1.8 1.1 (0.9) – 0.7

Pro forma EBITDA at constant currency 12.8 14.1 13.5 13.2 15.3 16.3

Pro forma EBITDA margin 12.8% 17.8% 17.6% 18.3% 18.5% 18.2%

Pro forma EBITDA margin at constant currency 19.4% 20.5% 19.2% 17.1% 18.5% 19.0%
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Table 31 Foreign currency rates

June year end, $ million FY2010 FY2011 FY2012 FY2013 FY2014 CY2014

Actual average FX rates in cost of sales

USD 0.726 0.839 0.908 0.995 0.950 0.924

EUR 0.530 0.627 0.644 0.761 0.732 0.700

Average spot rates

USD 0.882 0.988 1.032 1.027 n/a n/a

EUR 0.636 0.725 0.771 0.795 n/a n/a

Constant currency rates

USD 0.950 0.950 0.950 0.950 0.950 0.950

EUR 0.732 0.732 0.732 0.732 0.732 0.732

The above analysis highlights that:

• LifeHealthcare’s hedging policy and average inventory days on hand of approximately 200 days across FY2010 to FY2013, 
resulted in LifeHealthcare not receiving the full earnings benefit of the appreciation in the Australian dollar against the 
US dollar and euro from FY2011 to FY2013; 

• While benefiting from an increase in the Australian dollar against the US dollar and euro in FY2012 and FY2013, 
LifeHealthcare’s actual average foreign exchange rates achieved in cost of sales were well below the average spot rates 
applicable for the period; and 

• LifeHealthcare’s hedging policy and inventory holdings result in a smoothing of the impact of foreign exchange movements 
over time, providing LifeHealthcare with the ability to manage the potential impact of adverse short term foreign exchange 
rate movements with suppliers and customers.

In the absence of any hedging if the Australian dollar were to fall 5% against both the US dollar and euro, LifeHealthcare 
would have to achieve a 3% increase in its average Australian dollar selling price (excluding medical devices where the price is 
determined by PLAC) to maintain gross margin neutrality.

4.9 Sensitivity analysis
The Forecast Financial Information discussed in Section 4.7 is based on a number of estimates and assumptions as described in 
Sections 4.7.1 and 4.7.2. These estimates and assumptions about future events are subject to business, economic and competitive 
uncertainties and contingencies, many of which are beyond the control of LifeHealthcare, the Directors and management. These 
estimates are also based upon assumptions with respect to future business decisions, which are subject to change. 

Set out below is a summary of the sensitivity of the Pro Forma Forecast Results to changes in the key assumptions. The changes 
in the key assumptions set out in the sensitivity analysis are intended to provide a guide only and are not intended to be 
indicative of the complete range of variations that may be experienced. Variations in actual performance could exceed the ranges 
shown. For the purposes of the analysis below, the effect of the changes in key assumptions on FY2014 and CY2014 forecast pro 
forma NPAT of $7.3 million and $7.5 million respectively is presented.

Table 32 Sensitivity analysis

$ million Notes
Increase/

(decrease)
FY2014 

NPAT impact 
CY2014 

NPAT impact 

Change in revenue +1%/-1% 0.3 0.3

Interest rates 2 +50bps/-50bps 0.1 0.1

Change in gross margin 3 +1%/-1% 0.6 0.6

Change in $AUD/$USD exchange rate 4 +5c/-5c 0.1 0.1

Change in $AUD/EUR exchange rate 4 +5c/-5c < 0.1 < 0.1

Change in $AUD/NZ$ exchange rate 5 +5c/-5c < 0.1 < 0.1

Change in operating costs 6 +50bps/-50bps 0.1 0.1
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Notes:
1.  These sensitivities are relative sensitivities. A 1% +/- variation is to be interpreted as resulting in the base assumption (revenue or cost) x 1.01 or 0.99 respectively. 

For these sensitivities, the impact on NPATA is the same as NPAT.
2.  Based on an absolute increase or decrease of 0.5% per annum in BBSY. The net interest expense forecast assumes $24 million of drawn facilities in FY2014 and 

$21 million in CY2014 respectively, with the interest rate hedged for 50% of the drawn Tranche A.
3. Based on a change in the gross margin rate at the forecast revenue level.
4. Due to the foreign currency hedges in place for FY2014 and CY2014, the impact of a +/- 5 cent change in AUD/USD and AUD/EUR is immaterial.
5. Currency exposure relates predominantly to translation of results of New Zealand operation and hence is predominantly non-cash.
6. Based on a change in revenue and associated increases and decreases in variable operating costs.

Care should be taken in interpreting each sensitivity. The estimated impact of changes in each of the assumptions has 
been calculated in isolation from changes in other assumptions, in order to illustrate the likely impact on the Pro Forma 
Forecast Results. In practice, changes in assumptions may offset each other or be additive, and it is likely that LifeHealthcare 
management would respond to any adverse change in one item to seek to minimise the net effect on LifeHealthcare’s NPAT 
and cash flow.

4.10 Dividend policy

Dividends
No dividend will be paid following Listing in respect of the period from Listing until 31 December 2013 (H1FY2014).

Depending on available profits and the financial position of LifeHealthcare, it is the current intention of the Board to distribute 
approximately 70% of pro forma NPATA for the period from 1 January 2014 to 30 June 2014.

Beyond FY2014, the Board intends to target a payout ratio of 50%–70% of statutory NPATA. The level of payout ratio is expected 
to vary between periods and depending on a range of factors discussed below and, in particular, should value-accretive strategic 
growth, acquisition or investment opportunities arise it may result in a payout ratio in the future that is less than the above target.

The payment of a dividend by LifeHealthcare is at the discretion of the Board and will be a function of a number of factors, 
including the general business environment, the operating results and the financial condition of LifeHealthcare, future funding 
requirements, capital management initiatives, taxation considerations (including the level of franking credits available), any 
contractual, legal or regulatory restrictions on the payment of dividends by LifeHealthcare, and any factors that the Board may 
consider relevant.

Franking
The dividend expected to be paid to Shareholders for the period from 1 January 2014 to 30 June 2014 is expected to be fully 
franked. After this, dividends are expected to be franked to the maximum extent permissible by reference to the LifeHealthcare 
Group tax consolidated group’s franking account. Due to certain taxation implications arising from the Offer and the formation of 
the LifeHealthcare Group tax consolidated group, it is not expected that the LifeHealthcare Group tax consolidated group will be 
paying tax and generating franking credits in the near term. As such, dividends paid in respect of periods after 30 June 2014 are 
not expected to be fully franked (for at least the period from 1 July 2014 to 30 June 2016). 

No assurances can be given by any person, including the Directors, about the payment of any dividend and the level of franking 
on any such dividend in future periods.
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5.1 Introduction
An investment in LifeHealthcare will be exposed to a number of risks. These include risks specific to LifeHealthcare and the 
industry in which it operates and of a general nature, which may either individually, or in combination, materially and adversely 
affect the future operating and financial performance of LifeHealthcare, its financial position, its ability to pay any dividends and 
the value of the Shares, with the possibility that you could lose some or all of your investment. Many of these risks are outside 
the control of LifeHealthcare and its Directors and Management. There can be no guarantee that LifeHealthcare will achieve its 
stated objectives or that any forward looking statements or forecasts will eventuate.

This Section describes the areas that the Company believes to be the key risks associated with an investment in the Shares. 
These risks have the potential, if they occur, to result in significant consequences to LifeHealthcare and an investment in it.

These risks have been separated into risks specific to an investment in LifeHealthcare (described in Section 5.2) and general 
investments risks (described in Section 5.3). Prospective investors should note that this is not an exhaustive list of the risks 
associated with an investment in LifeHealthcare and should be considered in conjunction with other information disclosed 
in this Prospectus. Before applying for Shares, you should satisfy yourself that you have a sufficient understanding of these 
matters and should consider whether Shares are a suitable investment for you, having regard to your own investment objectives, 
financial circumstances and taxation position. Prospective investors should consider seeking professional guidance from their 
accountant, stockbroker or other independent professional adviser before deciding whether to invest.

5.2 Risks specific to an investment in LifeHealthcare

Loss of a key supplier 
In a number of distribution agreements, a change of control (which includes a listing) of the relevant LifeHealthcare entity 
gives the other party various rights, including the right to terminate the agreement. In these cases, the relevant LifeHealthcare 
entity must obtain the prior consent of the supplier. If the other party chooses to exercise its rights under the change of 
control provisions, the scope of LifeHealthcare’s operations may be reduced or limited, which may have an adverse impact 
on LifeHealthcare’s future operating and financial performance. Alternatively, a supplier may elect not to renew a distribution 
agreement as and when it expires.

LifeHealthcare has received consent for the Offer to take place from all of its major suppliers including those suppliers referred 
to in Section 9.4. Accordingly, while the Listing itself will not cause a major supplier of LifeHealthcare to terminate a distribution 
agreement, if a change of control event occurs after the Listing, there is a risk that a major supplier of LifeHealthcare will 
exercise its rights under the change of control provisions and terminate the relevant distribution agreement.

Where a distribution agreement is terminated or not renewed, there may not be a substitute product available with the identical 
clinical performance. Customers may need to receive training in and/or become accustomed to working with a new product 
which can create a time lag and increases the risk of customer loss. The loss or termination of certain distribution contracts 
could potentially have significant consequences for LifeHealthcare, including the inability to sell some of its products, with an 
associated loss of revenue and (potentially) brand damage. 

The Company has not received notice of intention from any of its material suppliers to terminate or not renew at the end of 
the term. 

Loss of major customers
LifeHealthcare only has fixed supply contracts with customers in relation to the sale of certain products. There is no guarantee 
that surgeons or clinicians will continue to use or purchase products from LifeHealthcare. If LifeHealthcare lost key surgeons or 
other customers, this may have an adverse impact on LifeHealthcare’s future financial performance or position.

Foreign exchange rate movements
LifeHealthcare sources the majority of its products from suppliers based in the US and Europe and pays for these products in 
US$ and euro. Accordingly, LifeHealthcare’s future financial performance may be affected by sustained movements in exchange 
rates particularly the A$/US$ and A$/euro exchange rates. While LifeHealthcare may seek to adjust a combination of its selling 
and buy price to reflect sustained movements in exchange rates, there is no certainty that it would be successful in doing so. 

Since 2009, LifeHealthcare has maintained a policy of hedging its forward foreign currency purchasing commitments on a 
rolling quarterly basis, 12 months forward, with hedges in place to cover in excess of 90% of its anticipated foreign currency 
denominated purchases for the next 12 months and to give the company time to seek an adjustment in margin in the event of a 
sustained adverse foreign exchange movement. 
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Changes in government policies and regulation
LifeHealthcare is subject to a range of laws, regulations and government policies. As LifeHealthcare sources products from 
the US and Europe, it is also subject to and affected by certain laws, regulations and government policies in those countries. 
A change in government policy or regulation may occur due to economic conditions, budget deficits, political shifts or delays in 
the appropriation process, which may have an adverse impact on LifeHealthcare’s future financial performance and position. Any 
future increase in the cost of regulatory compliance that is unable to be passed through to customers may also have an adverse 
impact on LifeHealthcare’s future financial performance and position. 

The changes in law, policies and regulations which may create risks include changes to:

• Federal Government initiatives which currently promote private health insurance;

• PLAC, the Prostheses List or the regime that governs the pricing of medical devices in the private sector in Australia;

• laws and regulations affecting the import of medical device products into Australia whether by the TGA or otherwise; and

• laws and regulations affecting the export of medical device products out of the US or Europe.

If LifeHealthcare or a supplier does not comply with relevant laws, regulations and policies this may adversely affect the 
operational and financial performance of LifeHealthcare, through corrective action, penalties, liabilities, restrictions on activities, 
suspension of operations or other impacts, and could also cause reputational damage.

The Company does not believe that there are any specific proposals that are currently being considered in the jurisdictions in 
which LifeHealthcare operates that will have a material negative impact on its business or financial performance. 

Price increases by suppliers
Certain distribution agreements with suppliers contain clauses which allow the supplier to increase its prices periodically. 
If one or more of these suppliers exercise these provisions and LifeHealthcare is unable to pass on these price increases to 
its customers, LifeHealthcare’s earnings could be adversely impacted.

Product innovation by competitors
LifeHealthcare invests significant resources to ensure that its products meet the requirements of its customers. There is a risk 
that a competitor develops or secures the rights to sell a product that is, or is perceived to be, superior to LifeHealthcare’s 
products.

In the event that a manufacturer who is not currently a supplier to LifeHealthcare introduces a superior product to that offered 
by LifeHealthcare, LifeHealthcare may be precluded from entering into contractual terms with such manufacturer due to existing 
restrictive contractual terms.

If LifeHealthcare has inferior products, or access to limited products or technology, this may have an adverse impact on 
LifeHealthcare’s future financial performance or position and reputation.

Increased competition
LifeHealthcare competes with other medical device companies in Australia and New Zealand. This includes manufacturers who 
sell their own products to customers and distribution or sales and marketing companies like LifeHealthcare who distribute a 
variety of products and brands. 

There is a risk that existing competitors or new entrants to markets in which LifeHealthcare operates attempt to grow 
market share through introducing new products, building a product portfolio, a team of sales representatives and required 
infrastructure in channels in which LifeHealthcare operates or plans to operate. This may reduce LifeHealthcare’s ability to retain 
current customers which may cause LifeHealthcare’s competitive position to deteriorate and therefore have an adverse impact 
on its future financial performance or position. Furthermore, LifeHealthcare faces the risk that its current or potential agencies 
will transfer to such competitors which may have an adverse impact on LifeHealthcare’s future financial performance or position. 

Ability to attract and retain key personnel including sales representatives
LifeHealthcare’s future success depends, to a significant extent, upon the performance and expertise of key staff and 
LifeHealthcare’s ability to attract and retain sales representatives, and operational staff who have experience in, and knowledge 
of, the medical device sector. A failure to recruit or retain suitably qualified sales representatives and other key staff may lead to 
a decrease in operational efficiencies which, if this were a significant decrease, would have an adverse impact on LifeHealthcare’s 
future financial performance or position. 

In the event that key staff (General Manager, or a sales representative who generates material revenue or with a relationship 
with an existing LifeHealthcare supplier) leaves LifeHealthcare, there is an increased risk of adverse financial consequences for 
LifeHealthcare.
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In the event of a departure of a senior management team member, the replacement for that position may require additional 
time and training to familiarise themselves with LifeHealthcare’s business model, systems and processes, which may affect 
LifeHealthcare’s future operational performance or position.

Malfunction, recall or other issues associated with the products sold by LifeHealthcare
If a product that LifeHealthcare sells is subject to a product liability issue or a product recall due to a deficiency in the product 
or other regulatory issue, this is likely to have a materially adverse impact on LifeHealthcare, including:

• a loss of customer trust in the relevant brand that may result in reduced revenues;

• a removal of that product from LifeHealthcare’s sales while the issue is resolved which, if LifeHealthcare derives a material 
amount of revenue from that particular product, may adversely impact LifeHealthcare’s earnings; and

• damage to LifeHealthcare’s reputation.

Damage to reputation
LifeHealthcare’s reputation (or its relationships with clients, clinicians, staff and suppliers) may be adversely affected by a 
number of factors beyond the control of LifeHealthcare. These factors include devices failure, clinical misadventure, or failure 
of employees to adhere to stringent health and safety requirements or provide services at the expected quality level or within 
expected timeframes. Such matters may significantly damage LifeHealthcare’s reputation and relationships upon which 
LifeHealthcare depends. The consequence of this may be reduced revenues or loss of customer trust in the relevant brands or 
products, which may adversely impact its future financial performance and position.

5.3 General investment risks

Potential fluctuations in prices of Shares
There are pricing, liquidity and other risks associated with any investment in a company listed on a stock exchange. The market 
price and demand for shares quoted on ASX could be volatile or fluctuate due to numerous factors unrelated to LifeHealthcare’s 
trading performance. The market price and demand for the Shares could be volatile or fluctuate in response to a wide range of 
other factors and actual or anticipated events, including variations in LifeHealthcare’s prospects or financial results, adverse 
political or industry publicity, the discovery or development of new treatment methodologies or procedures, and other events 
or factors affecting the future financial performance and position of LifeHealthcare, or its actual or perceived value, or the ability 
or willingness of LifeHealthcare to pay dividends. 

Liquidity of Shares
On Completion of the Offer, there can be no guarantee that an active market will develop or that the price of the Shares will 
increase. There may be relatively few or many potential buyers or sellers of the Shares on ASX at any time. This may increase the 
volatility of the market price of the Shares and may prevent investors from acquiring more Shares or disposing of Shares they 
acquire under the Offer. It may also affect the prevailing market price at which the Shareholders are able to sell their Shares. 

Future issues of Shares may dilute your interest in LifeHealthcare and affect the trading price of Shares. This may result 
in Shareholders who acquire Shares under the Offer receiving a market price for their Shares that is less or more than the 
Offer Price. 

Adverse economic conditions
The operating and financial performance of LifeHealthcare is influenced by a variety of general domestic and world economic 
and business conditions, inflation, interest rates and exchange rates, access to debt and capital markets and government fiscal, 
monetary and regulatory policies that are outside the control of LifeHealthcare. 

A prolonged deterioration in any number of the above factors may have a material adverse impact on the financial performance, 
financial position, cash flows, dividends, growth prospects and share price of LifeHealthcare. 

Taxation reform
Any changes to the current rate of company income tax in Australia or New Zealand may impact Shareholder returns. 
LifeHealthcare is also subject to import tariffs with respect to the medical devices and products it sources from overseas. 
Any changes to such tax or tariff laws, the way they are interpreted and applied, or the current rate of taxes or import tariffs 
may have an adverse effect on LifeHealthcare’s financial performance or results. In addition, any change in tax rules and tax 
arrangements could have an adverse effect on the level of dividend imputation or franking and Shareholder returns.
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Acquisitions
From time to time, LifeHealthcare may undertake acquisitions consistent with its stated growth strategy. The successful 
implementation of acquisitions will depend on a range of factors including funding arrangements, cultural compatibility 
and clinical integration. To the extent acquisitions are not successfully integrated with LifeHealthcare’s existing business, 
the financial performance of LifeHealthcare could be negatively affected. 

Accounting standards
Any changes in accounting standards or how they are applied and interpreted may have an adverse impact on 
LifeHealthcare’s financial performance and position.

Refinancing debt or access debt markets on attractive terms
LifeHealthcare obtains funding from banks and is subject to the risk that it may not be able to refinance its existing bank 
facilities when they fall due or that the terms (including in relation to pricing) on refinancing will be less favourable than 
the terms of its existing bank facilities.

Interest rate fluctuations
LifeHealthcare has a combination of floating-rate and fixed-rate borrowings. Changes in interest rates will affect 
borrowings which bear interest at floating rates. Any increase in interest rates will affect LifeHealthcare’s costs of servicing 
these borrowings which may adversely affect its financial position. 

Litigation and regulatory inquiries
LifeHealthcare may be subject to litigation, complaints and other claims or disputes, regulatory inquiries or investigations 
and other enforcement action initiated by customers, employees, suppliers, regulators or other third parties in the course 
of its business. Such matters may have a materially adverse effect on LifeHealthcare’s financial performance and position. 
Even if such matters are successfully defended or settled without financial consequences, they may have a material 
adverse effect on LifeHealthcare’s reputation. 

Force majeure events
Events may occur within or outside Australia and New Zealand that could impact upon the world economy, the operations 
of LifeHealthcare and the price of the Shares. These events include war, acts of terrorism, civil disturbance, political 
intervention and natural events such as earthquakes, floods, fires and severe weather conditions. LifeHealthcare has only 
a limited ability to insure against some of these risks.
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6.1 Board of Directors
The directors of the Company bring to the Board relevant skills and experience including in the areas of medical devices and 
medical device technology, financial management and corporate governance.

Bill Best
Independent Non‑executive Chair

Bill has been involved in investment banking and stockbroking for over 30 years.

Bill was formerly an Executive Director at Macquarie Group Limited for 13 years, which 
included being the joint head of Macquarie Equity Capital Markets division and Managing 
Director of Macquarie Davis/Equities. He previously worked at Potts West Turnbull and Co as 
an institutional equity salesman.

Bill is a director of Literacy Planet, Chair of Inala (a Rudolph Steiner organisation supporting 
individuals with disabilities), and is also a director of the Australian Chamber Orchestra and 
Chair of the Australian Chamber Orchestra Instrument Fund.

Bill holds a Bachelor of Commerce and a Bachelor of Laws from The University of Melbourne 
and a Master of Commerce in Finance from The University of New South Wales.

Daren McKennay
Managing Director and Chief Executive Officer

As CEO and founder of LifeHealthcare, Daren brings approximately two decades of valuable 
healthcare and commercial experience to the organisation.

Prior to LifeHealthcare, Daren was Chief Operating Officer of MIA Group Limited, the leading 
listed Radiology provider in Australia, where he led the operations of the Australian business 
comprising an annual turnover of $350 million, 160 clinics and 2,500 staff. During his time at 
MIA Group Limited, Daren was charged with the operational implementation of the company’s 
strategy and operational change program designed to transform the underlying stability and 
performance of the business.

This experience followed an 11 year career including hospital Chief Executive Officer and 
Regional Director roles with a leading private hospital group in Australia (Health Care of 
Australia and previously AME Limited).

Daren holds a Bachelor of Business from Edith Cowan University and an MBA from The 
University of Western Australia. Daren is also a member of the Institute of Chartered 
Accountants.

John Hickey
Independent Non‑executive director

John has had over 17 years’ experience in the healthcare sector in Australia and Asia, having 
held a variety of financial, management operational and group executive roles. John has 
had direct experience in the management of private hospitals, medical centres, pathology, 
radiology, nutraceuticals and pharmacy distribution businesses.

John is currently a board member of Cockburn GP Super Clinic and works as a consultant in 
the healthcare industry throughout Australia, Asia and Europe. He has held Chief Financial 
Officer roles at Healthscope, Symbion Health and Affinity Health. He has extensive mergers 
and acquisitions due diligence experience across various organisations where he held 
leadership roles.

John holds a Bachelor of Business from Edith Cowan University.
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Donna Staunton  
Independent Non‑executive director

Donna Staunton has extensive corporate and government experience in both the public and 
private sectors, in listed and unlisted companies and in the not-for-profit area. 

Donna originally trained as a lawyer and spent a number of years working at the associate 
level with one of the largest law firms in Australia. After leaving her law practice (and before 
establishing The Strategic Counsel), Donna moved into roles on the Senior Management 
Teams of a Fortune 500 Company, an ASX Top 20 Company and the CSIRO, the largest non-
government research organisation in Australia. She was the first woman to sit on the Business 
Council of Australia. Ms Staunton is also the Chief Executive Officer of the Hearing Care 
Industry Association.

Ms Staunton has served on the boards of Workcover NSW, the National Breast Cancer Centre, 
the Global Foundation, CSIRO Publishing and the Institute of Public Affairs. She is currently 
on the board of the Mental Health CRC and is a member of its audit committee. She is also a 
member of The Australian Institute of Company Directors.

In her current role as Managing Director of The Strategic Counsel, Ms Staunton has worked 
with both sides of politics for more than 20 years and has been appointed to senior 
government boards by both Liberal and Labor governments.

Michael Alscher
Non‑executive director

Michael is the Managing Partner and founder of Crescent Capital Partners, a leading 
Australian private equity investment firm with over $1 billion under management. 

Prior to founding Crescent Capital Partners, Michael was a consultant at Bain International 
and the LEK Partnership. 

Michael has been involved in the healthcare industry since 1991, and has been Chair of 
Lifehealthcare Pty Limited since its foundation until time of listing and Chair of National 
Hearing Care, the largest audiology provider in the Asia Pacific region. 

Michael is currently the non-executive Chair of Cover-More Travel Insurance and National 
Dental Care; and a non-executive director of ClearView, National Medical Services Group and 
Breezeway Louvre Windows.

Michael holds a Bachelor of Commerce (Finance and Mathematics) from The University of 
New South Wales. 

Alternate Director: Michael Caristo, Crescent Capital Partners

Bill Best, John Hickey, Donna Staunton, and Michael Alscher were appointed non-executive directors of the Company on 
8 November 2013.

The composition of the Company’s board committees and summary of its key corporate governance policies are set out in 
Section 6.4.

Each Director above has confirmed to the Company that he or she anticipates being available to perform their duties as a non-
executive director or executive director, as the case may be, of the Company without constraint from other commitments.

The Board considers that each of Bill Best, John Hickey and Donna Staunton are free from any business or any other relationship 
that could materially interfere with or reasonably be perceived to interfere with the independent exercise of the Director’s 
judgement and is able to fulfil the role of an independent Director for the purposes of the ASX Corporate Governance Principles 
and Recommendations with 2010 Amendments. Daren McKennay and Michael Alscher are not currently considered by the 
Board to fulfil the role of independent director. Daren is the Chief Executive Officer of the Company and expects to hold on 
Completion of the Offer approximately 3.5% of the Shares. On Completion of the Offer, Michael Alscher is expected to hold 
0.3% of the Shares. 
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6.2 Senior management team
Profiles of LifeHealthcare’s senior management team are set out below.

Daren McKennay 
Chief Executive Officer 

Refer to Section 6.1.

David Wiggins 
Chief Financial Officer
David has over 15 years’ experience involving both financial and operational roles in publicly-
listed and large private companies in distribution, manufacturing and service industries.

Prior to LifeHealthcare, David was General Manager M&A – GEON Group and before that Chief 
Financial Officer and Company Secretary of Promentum Limited. He commenced his career 
with Deloitte in Sydney.

David holds a Bachelor of Commerce from The University of New South Wales and an MBA 
from Australian Graduate School of Management, and is a qualified Chartered Accountant and 
Chartered Company Secretary.

Matt Muscio 
Chief Operating Officer

Matt was appointed Chief Operating Officer in January 2013. He has 15 years of experience 
in the medical devices industry.

Prior to LifeHealthcare, Matt spent 13 years working with Johnson & Johnson Medical’s 
orthopaedic business DePuySynthes, most recently leading their Spine and Neurosurgical 
divisions.

Matt holds a Bachelor of Business (International Business) from Queensland University 
of Technology.

Jarek Kowalczyk 
General Manager, Marketing

Jarek recently joined LifeHealthcare as General Manager for Marketing from DePuySynthes 
Spine. He held various sales and product managerial positions within that organisation 
over the last 12 years. Prior to this, Jarek held product and industrial engineering 
roles in organisations such as Surgical Innovations, Honeywell, Pacific Dunlop and 
Johnson & Johnson.

Jarek holds a Bachelor of Mechanical Engineering (Hons) from University of Technology 
Sydney, and his experience includes medical equipment, plant and process technology, 
automotive, power generation, machine design, textiles and FMCG.

Tom MacFarlane
General Manager

Tom has been a General Manager since 2012, with previous experience in the medical device 
sales industry relating to sales management, contracts management, marketing, and supplier 
management.

Tom has held positions including Business Unit Manager, Clinical Sales Manager (Asia Pacific) 
and Regional Sales Manager for medical device companies within the fields of orthopaedic, 
interventional, general, vascular, gynaecology and neurosurgical treatment specialties.

Tom holds a Bachelor of Applied Science (Human Movement Studies) from the Queensland 
University of Technology.
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Anthony Strbik
General Manager

Anthony joined LifeHealthcare as a General Manager in March 2012, bringing with him over 
10 years of spine industry experience.

Anthony has previously held a number of senior sales and management roles at 
DePuySynthes, including State Sales Manager for Victoria and Tasmania, and most recently, 
Marketing Development Manager. 

Anthony holds a Bachelor of Science (Molecular Biology and Microbiology) from The University 
of Western Sydney.

Fraser Cleave
General Manager

Fraser joined LifeHealthcare in 2013. He has over 16 years of logistics, sales and marketing 
experience in the orthopaedics industry.

Fraser previously held positions within Johnson & Johnson / DePuy at Global, Regional 
European and most recently local Australian levels. For the past three years Fraser was 
Group Manager of DePuySynthes Australia & NZ Sports Medicine, Extremities and Trauma 
businesses. Fraser was part of the DePuySynthes Knee Worldwide Team prior to relocation 
to Australia.

Fraser holds a Bachelor of Business Management (Hons) from Napier University, Edinburgh.

As at 30 September 2013, LifeHealthcare’s business had 137 employees, of which 62 were direct sales professionals.

6.3 Interests and benefits
This Section sets out the nature and extent of the interests and fees of certain persons involved in the Offer:

• a director or proposed director of the Company;

• a person named in this Prospectus and who has performed a function in a professional, advisory or other capacity in 
connection with the preparation or distribution of this Prospectus;

• a promoter of the Company; or

• a stockbroker to the Offer,

who holds at the time of lodgement of this Prospectus with ASIC, or has held in the two years before lodgement of this 
Prospectus with ASIC, an interest in:

• the formation or promotion of the Company;

• property acquired or proposed to be acquired by the Company in connection with its formation or promotion, or in connection 
with the Offer; or

• the Offer,

and no amount (whether in cash, Shares or otherwise) has been paid or agreed to be paid, nor has any benefit been given or 
agreed to be given to any such persons for services in connection with the formation or promotion of the Company or the Offer 
or to any Director or proposed Director to induce them to become, or qualify as, a director of the Company.

6.3.1 Directors’ interests and remuneration

Managing Director and Chief Executive Officer
LifeHealthcare Services has entered into an employment contract with Daren McKennay to govern Daren’s employment with 
LifeHealthcare. The key terms of Daren’s employment contract are summarised in Section 9.6.1.

As part of his shareholding as set out in Section 7.1.6, Daren McKennay held a founder share in Lifehealthcare Pty Limited 
(Founder Share) the sale of which, as a consequence of the Listing, will result in Daren McKennay receiving an amount 
of $4.0 million out of the consideration paid by LifeHealthcare Finance to the Existing Investors under the Sale Deeds as 
described in Section 9.4.1. Daren will receive this consideration in the form of $3.5 million in cash and $0.5 million in Shares 
(0.2 million Shares). At Completion of the Offer, Daren will hold 1.5 million Shares. 
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Director remuneration
Under the Constitution, the Directors decide the total amount paid to all Directors as remuneration for their services as a director 
to the Company. However, under the ASX Listing Rules, the total amount paid to all Directors for their services must not exceed 
in aggregate in any financial year the amount fixed by the Company in a general meeting. This amount has been fixed by the 
Company at $600,000 per annum. For the remainder of the financial year ending 30 June 2014, it is expected that the fees 
payable to the current Directors will not exceed $400,000 in aggregate.

Other information
Directors may also be reimbursed for travel and other expenses incurred in attending to LifeHealthcare’s affairs.

Non-executive Directors may be paid such additional or special remuneration as the Directors decide is appropriate where a 
Director performs extra work or services which are not in their capacity as director of the Company or a subsidiary of the Company.

There are no retirement benefit schemes for Directors, other than statutory superannuation contributions.

Directors’ shareholdings
Directors are not required under the Constitution to hold any shares in the Company. At the date of this Prospectus, none of the 
directors of the Company held any shareholdings in the Company. The Directors (and their associates) are entitled to apply for 
Shares in the Offer.

The number of Shares that will be held by the Directors on Completion of the Offer is set out in the following table:

Director
Shares (million)  

(on Completion of the Offer)

Bill Best 0.1

Daren McKennay 1.5

Michael Alscher 0.1

John Hickey 0.1

Donna Staunton 0.0

6.3.2 Interests of professionals
UBS has acted as Lead Manager to the Offer and the fees payable to the Lead Manager are described in Section 9.4.3.

Gilbert + Tobin has acted as Australian legal adviser to the Company in relation to the Offer. The Company has paid, or agreed to 
pay, approximately $150,000 (excluding disbursements and GST) for these services up until the date of this Prospectus. Further 
amounts may be paid to Gilbert + Tobin in accordance with its normal time-based charges.

PricewaterhouseCoopers Securities Ltd has acted as the Investigating Accountant on the Financial Information in relation to the 
Offer, and has performed work in relation to its Investigating Accountant’s Report in Section 8. The Company has paid, or agreed 
to pay, approximately $200,000 (excluding disbursements and GST) to PricewaterhouseCoopers Securities Ltd for these services 
up to the date of this Prospectus. Further amounts may be paid to PricewaterhouseCoopers Securities Ltd under time-based 
charges. Additionally, PricewaterhouseCoopers acts as auditor for the Company.

Deloitte Tax Services Pty Ltd has acted as taxation adviser to the Company in relation to the Offer. The Company has paid, 
or agreed to pay, approximately $100,000 (excluding disbursements and GST) for these services up until the date of this 
Prospectus. Further amounts may be paid to Deloitte Tax Services Pty Ltd in accordance with its normal time-based charges.

6.4 Corporate Governance
The Board monitors the operational and financial position and performance of LifeHealthcare and oversees its business strategy, 
including approving the strategic goals of LifeHealthcare. The Board is committed to maximising performance, generating 
appropriate levels of Shareholder value and financial return and sustaining the growth and success of LifeHealthcare. In 
conducting business with these objectives, the Board is concerned to ensure that LifeHealthcare is properly managed to protect 
and enhance Shareholder interests, and that LifeHealthcare, its Directors, officers and employees operate in an appropriate 
environment of corporate governance. Accordingly, the Board has adopted corporate governance policies and practices designed 
to promote the responsible management and conduct of LifeHealthcare.

The LifeHealthcare Code of Conduct outlines how LifeHealthcare expects Directors and employees to behave and conduct business 
in a range of circumstances. In particular, the Code requires awareness of, and compliance with, laws and regulations relevant to 
LifeHealthcare’s operations, including operational health and safety, risk management, privacy and employment practices.

Details of LifeHealthcare’s key policies and practices and the charters for the Board and each of its committees are available at 
www.lifehealthcare.com.au.
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6.4.1 Board Charter
The Board is responsible for the overall governance of LifeHealthcare. The Board has created a framework for managing the 
Company including internal controls and a business risk management process. The Board has adopted a Board Charter which 
sets out the responsibilities of the Board in greater detail, including the following responsibilities:

• enhancing Shareholder value;

• providing strategic direction for, and approving, LifeHealthcare’s strategies, objectives and budgets;

• monitoring the operational and financial position and performance of LifeHealthcare;

• identifying the principal risks faced by LifeHealthcare and taking reasonable steps designed to ensure that appropriate 
internal controls and monitoring systems are in place to manage and, to the extent possible, reduce the impact of these risks;

• approving and monitoring the progress of major capital expenditure, capital management and acquisitions and divestitures;

• appointing, overseeing, evaluating performance of and, where appropriate, removing the CEO and the CFO;

• ratifying the appointment, and where appropriate, the removal of senior executives;

• monitoring Management’s performance and the execution of its growth strategy, and seeking to ensure appropriate resources 
are available;

• adopting appropriate procedures to ensure compliance with all laws, governmental regulations and accounting standards 
including establishing procedures to ensure that financial results are appropriately and accurately reported on a timely basis 
in accordance with all legal and regulatory requirements; and

• approving, and reviewing from time to time, LifeHealthcare’s internal compliance procedures, including any codes of conduct 
and taking all reasonable steps to ensure that the business of LifeHealthcare is conducted in an open and ethical manner.

In carrying out its responsibilities and functions, the Board may delegate any of its powers to a Board committee, a Director, an 
employee or another person subject to ultimate responsibility of the Directors.

Under the Charter, a Director may obtain external professional advice in respect of matters necessary for that Director to make 
fully informed and independent decisions at LifeHealthcare’s expense, with the Chair’s prior approval. Such advice must be made 
available to all other Directors.

The Board is currently made up of five Directors, four of whom are Non-executive Directors. It is intended that the Board should 
comprise a majority of independent Non-executive Directors and comprise Directors with a broad range of skills, expertise and 
experience from a diverse range of backgrounds.

Consistent with ASX Corporate Governance Principles and Recommendations with 2010 Amendments, the Board considers an 
independent Director to be a Non-executive Director who is not a member of LifeHealthcare management and who is free of any 
business or other relationship that could materially interfere with the independent exercise of their judgement. The Board will 
consider the materiality of any given relationship on a case-by-case basis and has adopted materiality guidelines to assist it in 
this regard. The Board reviews the independence of each Director in light of interests disclosed to the Board from time to time. 
The Board considers three of the Non-executive Directors to be independent.

6.4.2 Board Committees
All decision making on substantive matters will be decided by Management and the Board. To assist the Board in performing its 
duties, an Audit and Risk Committee has been established, which has its own charter.

The Board may establish other committees from time to time if required. Membership of Board committees will be based on 
the needs of LifeHealthcare, relevant legislative and other requirements and the skills and experience of individual Directors.

Currently, John Hickey, Bill Best and Michael Alscher are members of the Audit and Risk Committee. John Hickey will act as Chair.

The charter of the Audit and Risk Committee reflects ASX Best Practice Recommendations and is available from the 
LifeHealthcare website at www.lifehealthcare.com.au.

Due to the size of LifeHealthcare and the composition of the Board, as at the date of this Prospectus the Board has not 
determined to establish a remuneration and nominations committee. The functions that would be performed by such a 
committee will be performed by the Board.
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Continuous disclosure policy
LifeHealthcare is a “disclosing entity” pursuant to sections 111AC and 11AR of the Corporations Act and is subject to continuous 
disclosure requirements in the Listing Rules and the Corporations Act. Subject to any exceptions, LifeHealthcare will be required 
to disclose to the market any information concerning LifeHealthcare which is not generally available and which a reasonable 
person would expect to have a material effect on the price or value of the Shares.

All relevant information provided to ASX will be posted on LifeHealthcare’s website after ASX confirms the announcement has 
been made. Investors will be alerted to such announcements by email.

Code of Conduct
The Code of Conduct adopted by the Board sets out how LifeHealthcare expects Directors and employees to behave and conduct 
business in a range of circumstances. The Code requires awareness of, and compliance with, laws and regulations relevant to 
LifeHealthcare’s operations, including risk management, employment practices and operational health and safety.

Securities trading policy
LifeHealthcare has developed and adopted a formal policy to regulate dealings in securities by Directors, officers and other 
employees and their associates. Often Directors, officers and other employees will be in possession of information relating 
to LifeHealthcare and other companies which may be classified as “inside” information. The Corporations Act prohibits a 
person in possession of inside information from trading, or procuring another person to trade, in securities of the Company. 
LifeHealthcare’s securities trading policy explains what is inside information and what trading is prohibited and allowed under 
the Corporations Act. This is designed to ensure fair and transparent trading in accordance with both the law and best practice.

Communication with Shareholders
LifeHealthcare will communicate with Shareholders through releases to the market via ASX, posting information released 
to ASX on LifeHealthcare’s website, mailing information to Shareholders, and providing information at general meetings of 
Shareholders. LifeHealthcare is committed to making timely and accurate communications to Shareholders.

Diversity policy
LifeHealthcare has a diversity policy which is overseen by the Board. The Diversity policy aims to align LifeHealthcare’s 
management systems with developing a culture and business model that values and achieves diversity in its workforce and on 
its Board.

Substantial compliance with ASX corporate governance guidelines and best practice recommendations
The Board has adopted corporate governance policies and practices, the majority of which are in accordance with the ASX 
Corporate Governance Principles and Recommendations with 2010 Amendments.
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7.1 The Offer
The Offer is an initial public offering of 38.3 million shares in the Company at an Offer Price of $2.00 per Share. The Offer is 
expected to raise $76.6 million for the Company. The total number of Shares on issue at the Completion of the Offer will be 
42.5 million and all Shares will rank equally with each other.

The Offer is made on the terms, and is subject to the conditions, set out in this Prospectus. 

7.1.1 Structure of the Offer
The Offer comprises:

• the Broker Firm Offer, which is only available to Australian resident Retail Investors who have received an allocation from 
their Broker;

• the Institutional Offer, which consists of an invitation to certain Institutional Investors in Australia and a number of other 
eligible jurisdictions to apply for Shares; and

• the Employee Offer, under which Eligible Employees will be invited to apply for Shares.

No general public offer of Shares will be made. Members of the public wishing to subscribe for Shares under the Offer must do 
so through a Broker with a firm allocation. The allocation of Shares between the Institutional Offer, the Broker Firm Offer and the 
Employee Offer was determined by the Lead Manager in consultation with LifeHealthcare, having regard to the allocation policy 
outlined in Sections 7.3 to 7.5. 

The Offer has been fully underwritten by the Lead Manager, UBS AG, Australia Branch. A summary of the Underwriting 
Agreement, including the events which would entitle the Lead Manager to terminate the Underwriting Agreement, is set out in 
Section 9.4.3. 

7.1.2 Purpose of the Offer and use of proceeds 
The purpose of the Offer is to enable the Company, through a wholly owned subsidiary, to purchase all of the shares and options 
on issue in Lifehealthcare Pty Limited (the current owner of the LifeHealthcare business) from the Existing Investors and option 
holders, providing an opportunity for the Existing Investors to realise all or a portion of their investment in LifeHealthcare.

The Offer will provide the Company with:

• an improved capacity to attract and retain quality staff through short term and long term employee incentives;

• additional financial flexibility to pursue growth opportunities and improve access to capital markets as a result of its listing on 
ASX; and

• a liquid market for its Shares and an opportunity for others to invest in Shares in the Company.

Table 5 Sources and uses of funds

The Offer proceeds, together with borrowings under the New Banking Facilities will total $100.7 million. Those proceeds will be 
applied to the following:

Sources of funds $ million Uses of funds $ million

Cash proceeds received for Shares 
issued under the Offer 76.6

Partial consideration for the acquisition of 
Lifehealthcare Pty Limited 59.1

Drawdown of the New Banking Facilities 24.1 Pre-IPO dividend 9.3

Expenses of the Offer 4.5

Establishment costs of the New Banking Facilities 0.4

Cash portion of consideration for acquisition of 
Founder Share 3.5

Repayment of current indebtedness 24.0

Total sources 100.7 Total uses 100.7
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Sources of funds
The amount of $76.6 million in respect of cash proceeds received for Shares under the Institutional, Broker Firm and Employee 
Offers represents the cash that LifeHealthcare expects to receive on Completion of the Offer (based on 38.3 million Shares at an 
Offer Price of $2.00 per Share).

LifeHealthcare will also draw down $24.1 million under the New Banking Facilities at Completion of the Offer.

This includes an additional $0.1 million to fund a portion of GST relating to expenses of the Offer which the Company expects 
will be refunded by the Australian Taxation Office following Listing. Other than in respect of this GST amount, the New Banking 
Facilities represent an extension of current debt facilities without affecting the amount of outstanding indebtedness.

Uses of funds
Key payments to be made by LifeHealthcare at Completion of the Offer include:

• $59.1 million to Existing Investors as partial consideration for the acquisition of Lifehealthcare Pty Limited;

• $9.3 million to fund the payment of the pre-IPO dividend in respect of accrued profits from the operation of the business up to 
the Completion of the Offer to the Existing Investors (an additional $0.2 million of value is distributed to option holders via an 
adjustment of the exercise prices of their options);

• $4.5 million in respect of the expenses of the Offer comprising estimates of fees payable to legal, accounting and tax advisers 
and to the Lead Manager under the Underwriting Agreement (refer Section 9.4.3), as well as other estimated costs of the 
Offer, including Prospectus design advertising, marketing, listing and administrative fees, and Share Registry expenses, 
totalling $4.2 million. In addition, there are $0.1 million of recoverable GST and $0.1 million hedge closure costs;

• $0.4 million to fund establishment costs of the New Banking Facilities, including upfront fees, legal fees and stamp duty;

• $3.5 million to fund the payment of the cash portion of consideration for Founder Share held by Daren McKennay; and

• $24.0 million to fund the payment of amounts owing by LifeHealthcare under existing debt facilities and associated 
derivatives in place immediately prior to Completion of the Offer.

7.1.3 Formation of LifeHealthcare
The Company was incorporated in Victoria, Australia on 30 October 2013 as a public company limited by shares. On Completion 
of the Offer, the Company will acquire all of the shares in Lifehealthcare Pty Limited (the company which owns the LifeHealthcare 
businesses in Australia and New Zealand) from the Existing Investors, through a wholly owned subsidiary (LifeHealthcare 
Finance). Following Completion of the Offer, LifeHealthcare will have a corporate structure as illustrated below:

LifeHealthcare Group Limited
ACN 166 525 186

LifeHealthcare Finance Pty Limited
ACN 166 526 941

Existing LifeHealthcare Group
(pre Completion of the Offer)

LifeHealthcare Pty Limited
ACN 130 225 599 

Other subsidiaries
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7.1.4  Pro forma balance sheet
LifeHealthcare’s pro forma balance sheet following Completion of the Offer, including details of the pro forma adjustments, is set 
out in Section 4.4.

7.1.5  Capital structure
LifeHealthcare’s capitalisation and indebtedness as at 30 June 2013, both before and following Completion of the Offer, is set out 
in Section 4.4.2.

7.1.6  Shareholders
Lifehealthcare Pty Limited owns the existing LifeHealthcare businesses. On Completion of the Offer, the Company will acquire, 
through a wholly owned subsidiary, all of the shares in Lifehealthcare Pty Limited from the Existing Investors. The Sale Deeds 
which effect these sales are described in Section 9.4.1.

The ownership structure of LifeHealthcare immediately prior to and on Completion of the Offer is set out below:

Ownership of 
Lifehealthcare Pty Limited 

prior to the Offer1

Ownership of the 
Company following 

Completion of the Offer1

%
Shares

(million) %

Macquarie Investment Management 44.7% – –

Funds advised by Crescent Capital Partners 35.8% – –

Daren McKennay2 3.7% 1.5 3.5%

Other Directors and members of Management3 2.0% 0.6 1.4%

Other Existing Investors 13.9% 2.4 5.6%

New Shareholders pursuant to the Offer – 38.0 89.5%

Total 100.0% 42.5 100.0%

Notes:
1. Shown on an undiluted basis. For more information on existing options issued to employees, refer to Section 9.6.3.
2.  See Section 6.3.1 for further details of Daren McKennay’s shareholding and interests prior to the Offer (including details of the Founder Share, which is not included 

in the table above).
3. Excluding Daren McKennay’s holding. See Section 6.3.1 for a breakdown of directors’ holdings on Completion of the Offer.

Information on the number of Shares to be held on Completion of the Offer that will be the subject of escrow arrangements and 
details of those escrow arrangements are set out in Section 7.7.

In addition to the Shares listed above, 0.9 million options issued to employees will be on issue on Completion of the Offer 
(equivalent to 2.2% of the Company’s issued share capital (see Section 9.6.3 for further information).

91

P R O S P E C T U S

Section Seven
Details of the Offer

F
or

 p
er

so
na

l u
se

 o
nl

y



7.2 Terms and conditions of the Offer

Topic Summary

What is the type of security 
being offered?

Shares (being fully paid ordinary shares in the Company).

What are the rights and 
liabilities attached to the 
security being offered?

A description of the Shares, including the rights and liabilities attaching to them, is set out in 
Section 9.2.

What is the consideration 
payable for each security 
being offered?

The Offer Price is $2.00 per Share.

What is the Offer Period? The key dates, including details of the Offer period, are set out on page 2. 

No Shares will be issued on the basis of this Prospectus later than the expiry date of this 
Prospectus, being 8 December 2014.

What are the cash proceeds 
to be raised?

$76.6 million will be raised under the Institutional Offer, the Broker Firm Offer, and the 
Employee Offer.

What is the minimum and 
maximum Application size 
under the Broker Firm Offer 
and Employee Offer?

The minimum Application under the Broker Firm Offer is $2,000 (1,000 Shares), as directed by 
the Applicant’s Broker. There is no minimum Application under the Employee Offer.

The Lead Manager, in consultation with the Company, reserves the right to reject any 
Application or to allocate a lesser number of Shares than that applied for.

There is no maximum value of Shares that may be applied for under the Broker Firm Offer. 
The maximum value of Shares that may be applied for under the Employee Offer is $150,000.

What is the allocation policy? The allocation of Shares between the Institutional Offer, the Broker Firm Offer, and the 
Employee Offer was determined by the Lead Manager in consultation with the Company 
having regard to the allocation policy outlined in Sections 7.3 – 7.5.

With respect to the Broker Firm Offer, it is a matter for the Brokers how they allocate firm 
stock among their eligible retail clients.

The allocation of Shares among Applicants in the Institutional Offer was determined by the 
Lead Manager in consultation with the Company.

For further information on the Broker Firm Offer, see Section 7.3.

For further information on the Institutional Offer, see Section 7.4.

For further information on the Employee Offer, see Section 7.5.

Will the securities be listed? The Company will apply for quotation of the Shares on ASX under the code LHC. Completion 
of the Offer is conditional on ASX approving this application. If approval is not given within 
three months after such application is made (or any longer period permitted by law), the Offer 
will be withdrawn and all Application Monies received will be refunded without interest as 
soon as practicable in accordance with the requirements of the Corporations Act.

When are the securities 
expected to commence 
trading?

It is expected that trading of the Shares will commence on or about Thursday, 5 December 
2013, initially on a deferred settlement basis.

The contracts formed on acceptance of Applications and confirmations of allocations will be 
conditional on ASX agreeing to quote the Shares on ASX, and on issue of the Shares occurring. 

It is the responsibility of each Applicant to confirm their holding before trading in Shares. 
Applicants who sell Shares before they receive an initial statement of holding do so at their 
own risk. LifeHealthcare and the Lead Manager disclaim all liability, whether in negligence 
or otherwise, to persons who sell Shares before receiving their initial statement of holding, 
whether on the basis of a confirmation of allocation provided by any of them, by the 
LifeHealthcare Offer Information Line, by a Broker or otherwise.
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Topic Summary

Is the Offer underwritten? Yes. The Lead Manager has fully underwritten the Offer. Details are provided in Section 9.4.3. 

Are there any escrow 
arrangements?

Yes. Details are provided in Section 7.7.

Are there any brokerage, 
commission or stamp duty 
considerations?

No brokerage, commission or stamp duty is payable by Applicants on acquisition of Shares 
under the Offer. See Section 9.4.3 for details of fees payable by LifeHealthcare to the Lead 
Manager and by the Lead Manager to certain Brokers.

What should you do with 
any enquiries?

Call the LifeHealthcare Offer Information Line on 1300 096 184 (toll free within Australia) or 
+61 3 9415 4272 (outside Australia) from 8.30am until 5.00pm (AEDT) Monday to Friday.

If you are unclear in relation to any matter or are uncertain as to whether LifeHealthcare is 
a suitable investment for you, you should seek professional guidance from your solicitor, 
stockbroker, accountant or other independent and qualified professional adviser before 
deciding whether to invest.

7.3 The Broker Firm Offer

7.3.1 Who may apply
The Broker Firm Offer is open to persons who have received a firm allocation from their Broker and who have a registered 
address in Australia. Investors who have been offered a firm allocation by a Broker will be treated as an Applicant under the 
Broker Firm Offer in respect of that allocation.

Investors should contact their Broker to determine whether they may be allocated Shares under the Broker Firm Offer.

7.3.2 How to apply
Applications for Shares may only be made on an application form attached to or accompanying this Prospectus. An investor 
applying under the Broker Firm Offer should complete and lodge an Application Form with the Broker from whom they received a 
firm allocation. Application Forms must be completed in accordance with the instructions given to Applicants by their Broker and 
the instructions set out on the reverse of the Application Form.

By making an Application, an Applicant declares that they were given access to this Prospectus, together with an Application 
Form. The Corporations Act prohibits any person from passing an Application Form to another person unless it is attached to, 
or accompanied by, a hard copy of this Prospectus.

Applications under the Broker Firm Offer must be for a minimum amount of $2,000 (1,000 Shares). There is no maximum 
value of Shares that may be applied for under the Broker Firm Offer. However, the Company and the Lead Manager reserve 
the right to reject or scale back any Applications in the Broker Firm Offer. The Company and the Lead Manager also reserve 
the right to aggregate any Applications which they believe may be multiple Applications from the same person. The Company 
may determine a person to be eligible to participate in the Broker Firm Offer, and may amend or waive the Broker Firm Offer 
Application procedures or requirements, in its discretion in compliance with applicable laws.

Applicants under the Broker Firm Offer must lodge their Application Form and Application Monies with their Broker in 
accordance with the Broker’s directions in order to receive their firm allocation. Applicants under the Broker Firm Offer must not 
send their Application Forms to the Share Registry.

The Broker Firm Offer opens at 9.00am (AEDT) on Tuesday, 19 November 2013 and is expected to close at 5.00pm (AEDT) on 
Monday, 2 December 2013. The Company and the Lead Manager may, subject to the Corporations Act, elect to close the Offer or 
any part of it early, extend the Offer or any part of it, or accept late Applications either generally or in particular cases. A Broker 
may impose an earlier closing date. Applicants are therefore encouraged to submit their Applications as early as possible after 
the Opening Date. Applicants should contact their Broker for instructions.

7.3.3 Payment methods
Applicants under the Broker Firm Offer must pay their Application Monies in accordance with instructions from their Broker.

7.3.4 Application Monies
Application Monies will be held on trust for Applicants until the issue of Shares to successful Applicants. Application Monies will 
be fully or partially refunded where an Application is rejected or accepted in part only, the Offer is withdrawn and/or cancelled, 
or ASX does not grant permission for Shares to be quoted within three months after the date of this Prospectus. No interest will 
be paid on refunded amounts. 
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7.3.5 Acceptance of Applications
An Application in the Broker Firm Offer is an offer by the Applicant to the Company to subscribe for or purchase Shares for all or 
any of the Application amount specified in and accompanying the Application Form, at the Offer Price. An Application is made by 
an Applicant on the terms and conditions set out in this Prospectus including any supplementary or replacement prospectus and 
the Application Form (including the conditions regarding quotation on ASX in Section 7.14.1). To the extent permitted by law, an 
Application by an Applicant under the Offer is irrevocable. 

7.3.6 Allocation policy under the Broker Firm Offer
The allocation of firm stock to Brokers will be determined by the Lead Manager, in consultation with the Company.

Shares which will be allocated to Brokers for allocation to their Australian resident retail clients will be issued to the Applicants 
who have received a valid allocation of Shares from those Brokers (subject to the right of the Company and the Lead Manager 
to reject or scale back Applications). It will be a matter for the Brokers how they allocate firm stock among their eligible retail 
clients (subject to the right of the Company and the Lead Manager to reject Applications which are for more than $100,000 of 
Shares, or which are from persons whom they believe may be Institutional Investors). The Brokers (and not the Company and the 
Lead Manager) will be responsible for ensuring that eligible retail clients who have received an allocation from them receive the 
relevant Shares.

7.3.7 Announcement of final allocation policy in the Broker Firm Offer
The Company expects to announce the final allocation policy under the Broker Firm Offer on or before Thursday, 5 December 
2013. It is expected that this information will be advertised in The Sydney Morning Herald, The Age, The Australian, 
The Australian Financial Review and The Courier-Mail as well as other metropolitan newspapers on the same day of the 
announcement. Applicants in the Broker Firm Offer should confirm their firm allocation with the Broker from whom they received 
their allocation. They may also call the LifeHealthcare Offer Information Line on 1300 096 184 (toll free within Australia) or +61 3 
9415 4272 (outside Australia) from 8.30am to 5.00pm (AEDT) Monday to Friday to confirm their allocations.

Initial statements of holding are expected to be despatched on or around Friday, 6 December 2013. Applicants wishing to 
find out their allocation prior to receiving an initial statement of holding should contact their Broker. However, if a successful 
Applicant sells Shares before receiving an initial statement of holding, they do so at their own risk, even if they have obtained 
details of their holding from their Broker or obtained details of their holding from the LifeHealthcare Offer Information Line.

7.4 The Institutional Offer

7.4.1 Invitations to bid
The Institutional Offer consists of an invitation to certain Institutional Investors in Australia and a number of other eligible 
jurisdictions to apply for Shares. The Lead Manager has separately advised Institutional Investors of the Application procedures 
for the Institutional Offer.

7.4.2 Allocation policy under the Institutional Offer 
The allocation of Shares among applicants in the Institutional Offer was determined by the Lead Manager, in consultation with 
the Company. The Lead Manager, in consultation with the Company, had absolute discretion regarding the basis of allocation of 
Shares among Institutional Investors, and an application for Shares by an Institutional Investor may be scaled back or rejected 
at the discretion of the Lead Manager. 

Participants in the Institutional Offer have been advised of their allocation of Shares, if any, by the Lead Manager. The allocation 
policy was influenced by the following factors:

• the number of Shares bid for by a particular bidder;

• the timeliness of the bid by a particular bidder;

• the Company’s desire for an informed and active trading market following listing on ASX;

• the Company’s desire to establish a broad spread of institutional shareholders;

• the overall level of demand under the Broker Firm Offer and the Institutional Offer;

• the size and type of funds under management of particular bidders;

• the likelihood that bidders will be long term shareholders; and

• any other factors that the Company and the Lead Manager considered appropriate.
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7.5 The Employee Offer

7.5.1 Invitations to apply
The Employee Offer consists of an invitation to Eligible Employees to apply for Shares. The Company has separately advised 
Eligible Employees of the Application procedures for the Employee Offer.

Up to $1,000 of the subscription monies payable by Eligible Employees in Australia resident in Australia earning under $180,000 
per year may be paid by way of salary sacrifice. The Shares will be exempt from income tax if certain conditions are met. In 
addition, up to $5,000 of the subscription monies payable by Eligible Employees resident in Australia may be paid by way of 
salary sacrifice, and Shares acquired on this basis will be eligible for deferred income tax treatment if certain conditions are 
satisfied. Any shares that are acquired by way of salary sacrifice cannot be disposed of by an Eligible Employee before the earlier 
of three years after the date of issue and the time when the Eligible Employee ceases to be employed by LifeHealthcare.

The salary sacrifice option is not available to Eligible Employees in New Zealand.

7.5.2 Allocation policy under the Employee Offer 
The allocation of Shares under the Employee Offer was determined by the Lead Manager, in consultation with the Company. 
The Lead Manager, in consultation with the Company will have absolute discretion regarding the basis of allocation of Shares 
and an Eligible Employee’s application for Shares under the Employee Offer may be scaled back or rejected at the discretion of 
the Lead Manager. 

The Company will confirm the number of Shares to be issued to Eligible Employees who have made an application under the 
Employee Offer by Tuesday, 3 December 2013.

7.6 Underwriting arrangement
The Offer is fully underwritten by the Lead Manager. The Lead Manager and the Company have entered into an Underwriting 
Agreement under which the Lead Manager has been appointed as arranger, manager and underwriter of the Offer. The Lead 
Manager agrees, subject to certain conditions and termination events, to underwrite applications for all Shares under the Offer. 
The Underwriting Agreement sets out a number of circumstances under which the Lead Manager may terminate the agreement, 
and the underwriting obligations. A summary of certain terms of the agreement and underwriting arrangements, including the 
termination provisions, is provided in Section 9.4.3.

7.7 Escrow arrangements
All of the Directors and members of Management who hold Shares on Completion of the Offer (including Daren McKennay (CEO) 
and David Wiggins (CFO)) have agreed to enter into voluntary escrow arrangements with the Company under which they will be 
restricted from dealing with any of the Shares which are subject to escrow (Escrow Shares) from the date that the Escrow Shares 
are issued until three business days after the announcement of the Company’s unaudited financial results for the half year 
ended 31 December 2014 (Escrow Period).

An “escrow” is a restriction on sale, disposal, or encumbering of, or certain other dealings in respect of, the Escrow Shares for 
the Escrow Period, subject to any exceptions in the escrow arrangement.

There are limited circumstances in which the escrow may be released during the Escrow Period, namely:

• if a takeover bid is made for all of the issued shares of the Company; or

• if a scheme of arrangement is proposed by the Company under the Corporations Act.

In aggregate, 2.1 million Shares will be the subject of these escrow arrangements. This will represent approximately 4.9% of 
all of the Shares on issue following the Offer. This is not expected to have a material effect on the liquidity of trading in Shares 
on ASX. 
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The number of Shares in respect of which certain Directors and members of Management have agreed to enter into voluntary 
escrow arrangements with the Company are set out in the table below.

Name of escrowed party

Number of Shares 
held in escrow 

(million)

Percentage of  
Shares held  

in escrow

Bill Best 0.1 0.2%

Daren McKennay 1.5 3.5%

Michael Alscher 0.1 0.3%

John Hickey 0.1 0.1%

Donna Staunton 0.0 0.0%

David Wiggins 0.3 0.8%

7.8 Potential effect of the fundraising on the future of the Company
The Board believes that on Completion of the Offer, the Company will have sufficient funds available from the cash proceeds 
of the Institutional Offer, Broker Firm Offer and Employee Offer and the banking facilities to fulfil the purposes of the Offer and 
meet the Company’s stated business objectives.

7.9 Control implications of the Offer
The Board does not expect that any Shareholder will control the Company on Completion of the Offer.

7.10 Working capital
The Board is of the opinion that following Completion of the Offer, the Company will have sufficient working capital to carry out 
its stated objectives.

7.11 Brokerage, commission and stamp duty
No brokerage, commission or stamp duty is payable by Applicants who apply for Shares using an Application Form.

Investors who buy or sell Shares on ASX may be subject to brokerage and other transaction costs. Under current legislation, 
there is no stamp duty payable on the sale or purchase of shares on ASX.

7.12 Restrictions on distribution
No action has been taken to register or qualify this Prospectus, the Shares or the Offer or otherwise to permit a public offering of 
the Shares in any jurisdiction outside Australia and New Zealand.

This Prospectus does not constitute an offer or invitation to subscribe for Shares in any jurisdiction in which, or to any person to 
whom, it would not be lawful to make such an offer or invitation or issue under this Prospectus.

This Prospectus may not be released or distributed in the United States, and may only be distributed to persons to whom the 
Offer may lawfully be made in accordance with the laws of any applicable jurisdiction.

This document does not constitute an offer to sell, or a solicitation of an offer to buy, securities in the United States. The Shares 
have not been, and will not be, registered under the US Securities Act or the securities laws of any state of the United States and 
may not be offered or sold in the United States except in accordance with an exemption from, or in a transaction not subject to, 
the registration requirements of the US Securities Act laws and any other applicable securities laws. 

Each Applicant in the Broker Firm Offer, and each person to whom the Institutional Offer is made under this Prospectus, will be 
taken to have represented, warranted and agreed as follows:

• it understands that the Shares have not been, and will not be, registered under the US Securities Act or the securities laws of 
any state of the United States and may not be offered, sold or resold in the United States, except in a transaction exempt from, 
or not subject to, registration under the US Securities Act and any other applicable securities laws;

• it is not in the United States;

• it has not and will not send the Prospectus or any other material relating to the Offer to any person in the United States; and

• it will not offer or sell the Shares in the United States or in any other jurisdiction outside Australia and New Zealand except 
in transactions exempt from, or not subject to, registration under the US Securities Act and in compliance with all applicable 
laws in the jurisdiction in which Shares are offered and sold.

Each Applicant under the Institutional Offer will be required to make additional certain representations, warranties and 
covenants set out in the confirmation of allocation letter distributed to it. 
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7.13 Discretion regarding the Offer
The Company may withdraw the Offer at any time before the issue of Shares to successful Applicants under the Broker Firm 
Offer, Employee Offer and Institutional Offer. If the Offer, or any part of it, does not proceed, all relevant Application Monies will 
be refunded (without interest).

The Company and the Lead Manager also reserve the right to, subject to the Corporations Act, extend the Offer or any part of it, 
accept late Applications or bids either generally or in particular cases, reject any Application or bid, or allocate to any Applicant 
fewer Shares than the amount applied or bid for.

7.14 ASX listing, registers and holding statements, and deferred settlement trading

7.14.1 Application to ASX for listing of the Company and quotation of Shares
The Company has applied for admission to the official list of ASX and quotation of the Shares on ASX. The Company’s ASX code 
is expected to be LHC.

ASX takes no responsibility for this Prospectus or the investment to which it relates. The fact that ASX may admit the Company 
to the official list is not to be taken as an indication of the merits of the Company or the Shares offered for subscription.

If permission is not granted for the official quotation of the Shares on ASX within three months after the date of this Prospectus 
(or any later date permitted by law), all Application Monies received by the Company will be refunded without interest as soon 
as practicable in accordance with the requirements of the Corporations Act.

The Company will be required to comply with ASX Listing Rules, subject to any waivers obtained by the Company from time to time.

7.14.2 CHESS and issuer sponsored holdings
The Company will apply to participate in ASX’s Clearing House Electronic Subregister System (CHESS) and will comply with 
ASX Listing Rules and ASX Settlement Operating Rules. CHESS is an electronic transfer and settlement system for transactions 
in securities quoted on ASX under which transfers are effected in an electronic form.

When the Shares become approved financial products (as defined in ASX Settlement Operating Rules), holdings will be registered 
in one of two subregisters, being an electronic CHESS subregister or an issuer sponsored subregister.

For all successful Applicants, the Shares of a Shareholder who is a participant in CHESS or a Shareholder sponsored by a participant 
in CHESS will be registered on the CHESS subregister. All other Shares will be registered on the issuer sponsored subregister.

Following Completion of the Offer, Shareholders will be sent a holding statement that sets out the number of Shares that 
have been allocated to them. This statement will also provide details of a Shareholder’s Holder Identification Number (HIN) for 
CHESS holders or, where applicable, the Securityholder Reference Number (SRN) of issuer sponsored holders. Shareholders 
will subsequently receive statements showing any changes to their Shareholding. Certificates will not be issued.

Shareholders will receive subsequent statements during the first week of the following month if there has been a change to 
their holding on the register and as otherwise required under ASX Listing Rules and the Corporations Act. Additional statements 
may be requested at any other time either directly through the Shareholder’s sponsoring broker in the case of a holding on the 
CHESS subregister or through the Share Registry in the case of a holding on the issuer sponsored subregister. The Company and 
the Share Registry may charge a fee for these additional issuer sponsored statements.

7.14.3 Deferred settlement trading and selling Shares on market
It is expected that trading of the Shares on ASX (on a deferred basis) will commence on or about Thursday, 5 December 2013.

It is the responsibility of each person who trades in Shares to confirm their holding before trading in Shares. If Shares are sold 
before receiving a holding statement, successful Applicants do so at their own risk. The Company, the Share Registry and the 
Lead Manager disclaim all liability, whether in negligence or otherwise, if a Shareholder sells Shares before receiving a holding 
statement, even if the Shareholder obtained details of their holding from the LifeHealthcare Offer Information Line or confirmed 
their firm allocation through a Broker. 

Shares are expected to commence trading on ASX on a normal settlement basis on or about Monday, 9 December 2013.

7.15 Enquiries
If you have further queries relating to aspects of this Prospectus please call your Broker in the first instance. Additionally, the 
LifeHealthcare Offer information Line will be available on 1300 096 184 (toll free within Australia) or +61 3 9415 4272 (outside 
Australia) between 8.30am and 5.00pm (AEDT) Monday to Friday (excluding public holidays) during the Offer Period.

If you have queries or uncertainties relating to any matter, you should consult your broker, accountant or other financial adviser 
before deciding whether to invest.
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PricewaterhouseCoopers Securities Ltd, ACN 003 311 617, ABN 54 003 311 617, Holder of 
Australian Financial Services Licence No 244572   
Darling Park Tower 2, 201 Sussex Street, GPO BOX 2650, SYDNEY  NSW  1171 
T +61 2 8266 0000, F +61 2 8266 9999, www.pwc.com.au  
 
 

 
The Directors 
Lifehealthcare Group Limited 
Level 8, 15 Talavera Road 
North Ryde NSW 2113 
 
8 November 2013 
 
 
 
Dear Directors 

Investigating Accountant’s Report 

Independent Limited Assurance Report on LifeHealthcare Group 
Limited historical and forecast financial information and Financial 
Services Guide 

We have been engaged by LifeHealthcare Group Limited (the Company) to report on the 
consolidated historical and forecast financial information of the Company for inclusion in the 
Prospectus dated on or about 8 November 2013, in connection with the issue of shares in the proposed 
initial public offer and listing of the Company on the Australian Securities Exchange. 
 
Expressions and terms defined in the Prospectus have the same meaning in this report. 

The nature of this report is such that it can only be issued by an entity which holds an Australian 
financial services licence under the Corporations Act 2001. PricewaterhouseCoopers Securities Ltd, 
which is wholly owned by PricewaterhouseCoopers holds the appropriate Australian financial services 
licence under the Corporations Act 2001. This report is both an Investigating Accountant’s Report, the 
scope of which is set out below, and a Financial Services Guide, as attached at Appendix A. 

Scope 
 
Historical Financial Information 
You have requested PricewaterhouseCoopers Securities Ltd to review the following historical financial 
information of the Company included in the Prospectus: 
 
 Pro forma consolidated historical income statements for FY2010, FY2011, FY2012 and FY2013 

(“Pro forma Historical Results”); 
 Statutory consolidated historical income statements for FY2010, FY2011, FY2012 and FY2013 

(“Statutory Historical Results”); 
 Pro forma consolidated historical cash flow statements for FY2010, FY2011, FY2012 and FY2013 

(“Pro forma Historical Cash Flows”); 
 Statutory consolidated historical cash flow statements for FY2010, FY2011, FY2012 and FY2013 

(“Statutory Historical Cash Flows”); and 
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 Pro forma consolidated historical balance sheet as at 30 June 2013, 
 
(collectively, the Historical Financial Information) 

There are no actual historical financial results for LifeHealthcare Group Limited. The Historical 
Financial Information has been derived from the audited statutory consolidated historical financial 
statements of Lifehealthcare Pty Limited for FY2010, FY2011, FY2012 and FY2013 after adjusting for 
pro forma transactions and/or other adjustments to reflect LifeHealthcare’s operations following the 
Completion of the Offer and to eliminate non-recurring items, as set out in sections 4.3.2, 4.4 and 4.5.1 
of the Prospectus.  The FY2010, FY2011, FY2012 and FY2013 statutory consolidated financial 
statements of Lifehealthcare Pty Limited and its subsidiaries have been audited by PwC in accordance 
with Australian Auditing Standards, who issued unqualified audit opinions in respect of these periods. 

The Historical Financial Information has been prepared in accordance with the stated basis of 
preparation, being the recognition and measurement principles contained in Australian Accounting 
Standards, the Company’s adopted accounting policies applied to the historical financial information 
and the events or transactions to which the pro forma adjustments relate, as described in sections 
4.3.2, 4.4 and 4.5.1 of the Prospectus, as if those events or transactions had occurred at the 
commencement of the relevant financial period.  Due to their nature, the Pro forma Historical Results 
and Pro forma Historical Cash Flows do not represent the Company’s actual or prospective balance 
sheet, income statement, and/or cash flows 

The Historical Financial Information is presented in the Prospectus in an abbreviated form, insofar as 
it does not include all of the presentation and disclosures required by Australian Accounting Standards 
and other mandatory professional reporting requirements applicable to general purpose financial 
reports prepared in accordance with the Corporations Act 2001. 

Forecast Financial Information 
You have requested PricewaterhouseCoopers Securities Ltd to review the following forecast financial 
information of the Company included in the Prospectus: 

 Pro forma consolidated forecast income statement for FY2014, CY2014, H1FY2014 and 
H1FY2015 (“Pro forma Forecast Results”); 

 Statutory consolidated forecast income statements for FY2014, CY2014, H1FY2014 and 
H1FY2015 (“Statutory Forecast Results”);  

 Pro forma consolidated forecast cash flow statements for FY2014, CY2014, H1FY2014 and 
H1FY2015 (“Pro forma Forecast Cash Flows”); and 

 Statutory consolidated forecast cash flow statements for FY2014, CY2014, H1FY2014 and 
H1FY2015 (“Statutory Forecast Cash Flows”), 
 
(collectively, the Forecast Financial Information) 

The Forecast Financial Information has been derived from the statutory consolidated forecast income 
and cash flow statements of the Company, after adjusting for the effects of the pro forma adjustments 
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and the Offer, as described in sections 4.3.2 and 4.5.1 of the Prospectus. The Forecast Financial 
Information consists of actual unaudited results for the three months to September 2013 and the 
director’s best estimate forecasts for the remaining periods to 31 December 2014. The stated basis of 
preparation used in the preparation of the Forecast Financial Information being the recognition and 
measurement principles contained in Australian Accounting Standards applied to the forecast and the 
events or transactions to which the pro forma adjustments relate, as described in section 4 of the 
Prospectus, as if those events or transactions had occurred as at 1 July 2013. Due to its nature, the 
Forecast Financial Information does not represent the Company’s actual prospective income statement 
and/or cash flows for FY2014, CY2014, H1FY2014 and H1FY2015. 

Directors’ responsibility 
The directors of the Company are responsible for the preparation of the Historical Financial 
Information, including its basis of preparation and the selection and determination of pro forma 
adjustments made to the Statutory Historical Results and Statutory Historical Cash Flows. The 
directors of the Company are also responsible for the preparation of the Forecast Financial 
Information, including its basis of preparation, the best-estimate assumptions underlying the Forecast 
Financial Information, and the selection and determination of the pro forma adjustments made to the 
Statutory Forecast Results and Statutory Forecast Cash Flows.  This includes responsibility for its 
compliance with applicable laws and regulations and for such internal controls as the directors 
determine are necessary to enable the preparation of the Historical Financial Information and 
Forecast Financial Information that are free from material misstatement. 

Our responsibility 
Our responsibility is to express a limited assurance conclusion on the Historical Financial Information 
and Forecast Financial Information, the best-estimate assumptions underlying the Forecast Financial 
Information, and the reasonableness of the Forecast Financial Information itself, based on our review. 
We have conducted our engagement in accordance with the Standard on Assurance Engagement ASAE 
3450 Assurance Engagements involving Corporate Fundraisings and/or Prospective Financial 
Information. 

A review consists of making enquiries, primarily of persons responsible for financial and accounting 
matters, and applying analytical and other review procedures. A review is substantially less in scope 
than an audit conducted in accordance with Australian Auditing Standards and consequently does not 
enable us to obtain reasonable assurance that we would become aware of all significant matters that 
might be identified in an audit. Accordingly, we do not express an audit opinion. 

Our engagement did not involve updating or re-issuing any previously issued audit or review report on 
any financial information used as a source of the financial information. 

Conclusions 
Historical Financial Information 
Based on our review, which is not an audit, nothing has come to our attention that causes us to believe 
that the Historical Financial Information, as described in section 4 of the Prospectus, is not presented 
fairly, in all material respects, in accordance with the stated basis of preparation, as described in 
section 4.2 of the Prospectus being the recognition and measurement principles contained in 
Australian Accounting Standards and the Company’s adopted accounting policies and the events or 
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transactions to which the pro forma adjustments relate, as described in sections 4.3.2 and 4.5.1 of the 
Prospectus, as if those events or transactions had occurred as at the date of the Historical Financial 
Information. 

Forecast Financial Information 
Based on our review, which is not an audit, nothing has come to our attention which causes us to 
believe that: 

 the directors’ best-estimate assumptions used in the preparation of the Forecast Financial 
Information, do not provide reasonable grounds for the Forecast Financial Information; and 

 in all material respects, the Forecast Financial Information: 

 is not prepared on the basis of the directors’ best-estimate assumptions as described in 
section 4.7 of the Prospectus; and 

 is not presented fairly in accordance with the stated basis of preparation, being the 
recognition and measurement principles contained in Australian Accounting Standards 
and the entity’s adopted accounting policies, applied to the Forecast Financial 
Information and the pro forma adjustments as if those adjustments had occurred as at the 
date of the Forecast Financial Information; and 

 the Forecast Financial Information itself is unreasonable. 

 
The Forecast Financial Information has been prepared by management and adopted by the directors 
in order to provide prospective investors with a guide to the potential financial performance of the 
Company for FY2014, CY2014, H1FY2014 and H1FY2015. There is a considerable degree of subjective 
judgment involved in preparing forecasts since they relate to events and transactions that have not yet 
occurred and may not occur. Actual results are likely to be different from the Forecast Financial 
Information since anticipated events and transactions frequently do not occur as expected and the 
variation may be material. The directors’ best-estimate assumptions on which the Forecast Financial 
Information is based relate to future events and transactions that management expect to occur and 
actions that management expect to take and are also subject to uncertainties and contingencies, which 
are often outside the control of the Company. Evidence may be available to support the directors’ best-
estimate assumptions on which the Forecast Financial Information is based however such evidence is 
generally future-oriented and therefore speculative in nature. We are therefore not in a position to 
express a reasonable assurance conclusion on those best-estimate assumptions, and accordingly, 
provide a lesser level of assurance on the reasonableness of the directors’ best-estimate assumptions. 
The limited assurance conclusion expressed in this report has been formed on the above basis. 

Prospective investors should be aware of the material risks and uncertainties in relation to an 
investment in the Company, which are detailed in the Prospectus, and the inherent uncertainty 
relating to the Forecast Financial Information. Accordingly, prospective investors should have regard 
to the investment risks and sensitivities as described in sections 5 and 4.9 of the Prospectus 
respectively. The sensitivity analysis described in section 4.9 of the Prospectus demonstrates the 
impact on the Forecast Financial Information of changes in key best-estimate assumptions. We 
express no opinion as to whether the Forecast Financial Information will be achieved. 
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The Forecast Financial Information has been prepared by the directors for the purpose of inclusion in 
the Prospectus. We disclaim any assumption of responsibility for any reliance on this report, or on the 
Forecast Financial Information to which it relates, for any purpose other than that for which it was 
prepared. We have assumed, and relied on representations from certain members of management of 
the Company, that all material information concerning the prospects and proposed operations of the 
Company has been disclosed to us and that the information provided to us for the purpose of our work 
is true, complete and accurate in all respects. We have no reason to believe that those representations 
are false. 

Restriction on Use 
Without modifying our conclusions, we draw attention to section 4 of the Prospectus, which describes 
the purpose of the Historical Financial Information and the Forecast Financial Information, being for 
inclusion in the Prospectus. As a result, the Historical Financial Information and the Forecast 
Financial Information may not be suitable for use for another purpose. 

Consent 
PricewaterhouseCoopers Securities Ltd has consented to the inclusion of this assurance report in the 
public document in the form and context in which it is included. 

Liability 
The liability of PricewaterhouseCoopers Securities Ltd is limited to the inclusion of this report in the 
Prospectus. PricewaterhouseCoopers Securities Ltd makes no representation regarding, and has no 
liability for, any other statements or other material in, or omissions from the Prospectus. 

Independence or Disclosure of Interest 
PricewaterhouseCoopers Securities Ltd does not have any interest in the outcome of this transaction 
other than the preparation of this report and participation in due diligence procedures for which 
normal professional fees will be received. 

Financial Services Guide 
We have included our Financial Services Guide as Appendix A to our report. The Financial Services 
Guide is designed to assist retail clients in their use of any general financial product advice in our 
report. 

Yours faithfully 

 
 
Troy Porter 
Authorised Representative  
PricewaterhouseCoopers Securities Ltd 
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Appendix A  

PRICEWATERHOUSECOOPERS SECURITIES LTD 

FINANCIAL SERVICES GUIDE 

 

 

This Financial Services Guide is dated 8 November 2013 

1. About us 

PricewaterhouseCoopers Securities Ltd (ABN 54 003 311 617, Australian Financial Services 
Licence no 244572) (PwCS) has been engaged by Lifehealthcare Group Limited (the 
Company) to provide a report in the form of an Investigating Accountant’s Report in relation 
to the issue of fully paid ordinary shares in the Company (the Report) for inclusion in the 
Prospectus dated 8 November 2013.  

You have not engaged us directly but have been provided with a copy of the Report as a retail 
client because of your connection to the matters set out in the Report. 

2. This Financial Services Guide 

This Financial Services Guide (FSG) is designed to assist retail clients in their use of any 
general financial product advice contained in the Report.  This FSG contains information 
about PwCS generally, the financial services we are licensed to provide, the remuneration we 
may receive in connection with the preparation of the Report, and how complaints against us 
will be dealt with. 

3. Financial services we are licensed to provide 

Our Australian financial services licence allows us to provide a broad range of services, 
including providing financial product advice in relation to various financial products such as 
securities, interests in managed investment schemes, derivatives, superannuation products, 
foreign exchange contracts, insurance products, life products, managed investment schemes, 
government debentures, stocks or bonds, and deposit products. 

4. General financial product advice 

The Report contains only general financial product advice.  It was prepared without taking 
into account your personal objectives, financial situation or needs. 

You should consider your own objectives, financial situation and needs when assessing the 
suitability of the Report to your situation.  You may wish to obtain personal financial product 
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advice from the holder of an Australian Financial Services Licence to assist you in this 
assessment. 

5. Fees, commissions and other benefits we may receive 

PwCS charges fees to produce reports, including this Report.  These fees are negotiated and 
agreed with the entity who engages PwCS to provide a report. In the preparation of this Report 
our fees are charged on a fixed basis and are expected to be approximately $200,000 
(excluding disbursements and GST). 

Directors or employees of PwCS, PricewaterhouseCoopers, or other associated entities, may 
receive partnership distributions, salary or wages from PricewaterhouseCoopers. 

6. Associations with issuers of financial products 

PwCS and its authorised representatives, employees and associates may from time to time 
have relationships with the issuers of financial products.  For example, 
PricewaterhouseCoopers may be the auditor of, or provide financial services to, the issuer of a 
financial product and PwCS may provide financial services to the issuer of a financial product 
in the ordinary course of its business.  

PricewaterhouseCoopers is the auditor of the Company. 

7. Complaints 

If you have a complaint, please raise it with us first, using the contact details listed below.  We 
will endeavour to satisfactorily resolve your complaint in a timely manner.  In addition, a copy 
of our internal complaints handling procedure is available upon request. 

If we are not able to resolve your complaint to your satisfaction within 45 days of your written 
notification, you are entitled to have your matter referred to the Financial Ombudsman 
Service (FOS), an external complaints resolution service.  FOS can be contacted by calling 
1300 780 808.  You will not be charged for using the FOS service. 

8. Contact Details 

PwCS can be contacted by sending a letter to the following address: 

Troy Porter 
Authorised Representative 
PricewaterhouseCoopers Securities Ltd 
Darling Park Tower 2 
201 Sussex Street  
Sydney NSW 1171 
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9.1 Incorporation, share capital and corporate structure
The Company was incorporated on 30 October 2013. The Company has 42.5 million Shares on issue including 38.3 million 
Shares offered under this Prospectus. In addition, there are 0.9 million existing options on issue at the date of this Prospectus 
(see Section 9.6.3 for more information).

9.2  Summary of rights and liabilities attaching to Shares and other material provisions of 
the Company’s constitution

General
The rights attaching to ownership of the Shares are detailed in the constitution of the Company which may be inspected during 
normal business hours at the registered office of the Company. The following is a summary of the major provisions.

Voting
At a general meeting, every member present in person or by proxy, attorney or representative has one vote on a show of hands 
and on a poll, one vote for each fully paid ordinary share held. On a poll, partly paid shares confer a fraction of a vote pro-rata to 
the amount paid up on the share.

Dividends
Subject to any special terms and conditions of issue, the amount which the Directors from time to time determine to distribute 
by way of dividend are divisible among the members in proportion to the amounts paid up on the shares held by them.

Issue of shares
Subject to the Constitution, the Listing Rules and the ASX Settlement Operating Rules, the Directors have the right to issue 
shares or grant options over unissued shares to any person and they may do so at such times as they think fit and on the 
conditions they think fit. Such shares may have preferred, deferred or other special rights or special restrictions about dividends, 
voting, return of capital, participation in the property of the Company on a winding up or otherwise as the Directors think fit.

Variation of class rights
The rights attached to any class of shares may, unless their terms of issue state otherwise, be varied:

• with the written consent of the holders of 75% of the shares of the class; or

• by a special resolution passed at a separate meeting of the holders of shares of the class.

Transfer of shares
Subject to the Constitution and to the rights or restrictions attached to any shares or class of shares, holders of Shares may 
transfer them by a proper transfer effected in accordance with the ASX Settlement Operating Rules or an instrument in writing in 
any usual form or in any other form that the Directors approve.

The Directors may decline to register a transfer of Shares for reasons including where the transfer is not in registrable form 
or where the refusal to register the transfer is permitted under the Listing Rules or the ASX Settlement Operating Rules. If the 
Directors decline to register a transfer, the Company must give the party lodging the transfer written notice of the refusal and the 
reason for refusal.

Small holdings
The Directors may sell the Shares of a Shareholder if that Shareholder holds less than a marketable parcel of Shares, provided 
that the procedures set out in the Constitution are followed. A non-marketable parcel of shares is defined in the Listing Rules 
and is, generally, a holding of shares with a market value of less than $500.

General meetings and notices
Subject to the Constitution and to the rights or restrictions attached to any shares or class of shares, each member is 
entitled to receive notice of and, except in certain circumstances, to attend and vote at general meetings of the Company and 
receive all financial statements, notices and other documents required to be sent to members under the Constitution or the 
Corporations Act.

Winding up
Subject to any special or preferential rights attaching to any class or classes of shares, members will be entitled in a winding up 
to share in any surplus assets of the Company in proportion to the shares held by them, less any amounts which remain unpaid 
on these shares at the time of distribution.
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Proportional takeover provisions
The Constitution contains provisions for shareholder approval in relation to any proportional takeover bid. The provision 
will lapse unless it is renewed by special resolution of shareholders in general meeting within three years from the date of 
its adoption.

Directors – appointment and removal
The minimum number of Directors is three and the maximum is to be fixed by the Directors but may not be more than 
10 unless the Company passes a resolution varying that number. Directors are elected at annual general meetings of the 
Company. Retirement will occur on a rotational basis so that any Director who has held office for three or more years or three 
or more annual general meetings (excluding any managing director) retires at each annual general meeting of the Company. 
The Directors may also appoint a Director to fill a casual vacancy on the Board in addition to the Directors who will then hold 
office until the next annual general meeting of the Company.

Directors – voting
Questions arising at a meeting of Directors will be decided by a majority of votes of the Directors present at the meeting and 
entitled to vote on the matter. In the case of a tied vote, the Chair has a second or casting vote, unless there are only two 
Directors present or qualified to vote, in which case the proposed resolution is taken as having been lost.

Directors’ remuneration
The Directors, other than the Executive Director, are entitled to be paid by such Directors’ fees for their services as the Directors 
decide, provided that the total fees do not exceed the maximum aggregate sum as may be approved from time to time by 
Shareholders in general meeting. The Constitution also makes provision for the Company to pay all expenses of Directors in 
attending meetings and carrying out their duties and for the payment of additional fees for extra services or special exertions. 
Any change to that maximum aggregate sum needs to be approved by Shareholders.

Alteration of share capital
Subject to the Listing Rules, the Constitution and the Corporations Act, the Company may alter its share capital.

Preference shares
The Company may issue preference shares including preference shares which are liable to be redeemed or convertible to 
ordinary shares. The rights attaching to preference shares are those set out in the Constitution.

Variation of the Constitution
The Constitution can only be amended by a special resolution passed by at least three quarters of members present and voting 
at a general meeting of the Company. The Company must give at least 28 days’ written notice of its intention to propose a 
resolution as a special resolution.

Share buy-backs
The Company may buy back shares in accordance with the provisions of the Corporations Act.

Dividend plan
The Constitution contains a provision allowing Directors to implement a dividend reinvestment plan and a dividend 
selection plan.

9.3 Dividend reinvestment plan
The Directors have approved a dividend reinvestment plan (DRP) to provide Shareholders with the choice of reinvesting some or 
all of their dividends in Shares rather than receiving those dividends in cash. The following is a summary of the main features of 
the DRP.

Participation
Eligible Shareholders under the DRP may elect to reinvest the dividends for some or all of their Shares. A Shareholder may vary 
or terminate their participation in the DRP by notice to the Company. The Directors may exclude a Shareholder from participation 
in the DRP if they consider, in good faith, it is in the best interests of the Company or that the Shareholder’s participation in the 
DRP would be impractical, impossible or illegal.

Allocation price of Shares
Shares will be issued under the DRP at a price determined by the Board from time to time, in its absolute discretion.

Entitlement
The number of Shares to be issued to a participant in the DRP will be determined by dividing the amount available for reinvestment 
on behalf of that participant by the above-referenced allocation price and rounding that number up on the nearest whole number.
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Variation, suspension and termination by Directors
The DRP may be varied, suspended or terminated by the Board at any time by notification on the Company’s website and by notice 
to ASX. If the DRP is varied or suspended and reinstated, then subject to a Shareholder not having varied their participation in the 
DRP, that Shareholder will participate under the reinstated DRP on the same basis as they participated prior to the suspension.

Quotation
The Company will apply promptly to ASX for quotation of Shares issued under the DRP.

9.4 Material contracts

9.4.1 Sale Deeds
Under the Sale Deeds, the Existing Investors have agreed to sell all of their Vendor Shares (including Daren McKennay’s Founder 
Share) to LifeHealthcare Finance. The aggregate consideration payable by LifeHealthcare Finance for such Vendor Shares under 
the Sale Deeds is $71.7 million (including $4.0 million for Daren McKennay’s Founder Share). The Sale Deeds do not contain any 
warranties except as to title and due execution by the Existing Investors.

The Existing Investors can elect to receive the consideration for their Vendor Shares in the form of cash, or a combination of cash 
and Shares (with the Shares deemed to have a value based on the Offer Price).

Daren McKennay has irrevocably elected to receive all of the consideration payable for the ordinary shares he holds in 
Lifehealthcare Pty Limited in the form of Shares. He has also irrevocably elected to receive 12% of the consideration payable 
for the Founder Share in the form of Shares. The total number of Shares that Daren McKennay will receive as consideration for 
his Vendor Shares (including the Founder Share) represents 50% of the sum of the total consideration payable to him for his 
Vendor Shares (including the Founder Share) net of tax. Each other member of Management has irrevocably elected to receive 
a minimum of 50% of the consideration payable to them for their Vendor Shares (including the Founder Share held by Daren 
McKennay) in the form of Shares. Each of Macquarie Investment Management and Crescent Capital Partners has elected to 
receive its full consideration in the form of cash. 

Settlement under the Sale Deeds is conditional on the allotment of Shares under the Offer. Settlement of the sale of the Vendor 
Shares under the Sale Deeds will occur on the date that condition is satisfied.

9.4.2 New Banking Facilities
Refer Section 4.4.3 for a description of New Banking Facilities.

9.4.3 Underwriting Agreement
The Company and the Lead Manager have entered into an underwriting agreement dated 8 November 2013 (Underwriting 
Agreement) pursuant to which the Lead Manager agrees to underwrite subscriptions for the number of Offer Shares offered 
under the:

• Broker Firm Offer;

• Employee Offer; and

• Institutional Offer,

for which valid applications are not received, at the Offer Price.

Pursuant to the Underwriting Agreement, the Company has also appointed the Lead Manager to act as exclusive manager of the 
Offer and to allocate the Offer Shares as the Lead Manager determines, in consultation with the Company.

Fees, costs and expenses
The Company must pay to the Lead Manager an underwriting fee in the amount of 4.00% (exclusive of any applicable GST) of 
the total capital raising (being the Offer Price multiplied by the number of Shares issued under the Offer), as consideration for 
the Lead Manager’s underwriting obligation, which is payable to the Lead Manager on the day of settlement for the Institutional 
Offer and the Broker Firm Offer (Settlement Date).

The Company may also pay to the Lead Manager out of the proceeds of the Offer a further incentive fee of up to 0.5% of the total 
capital raising on the Settlement Date.  Such fee is payable at the discretion of the Company acting reasonably and in good faith 
having regard to the performance of the Lead Manager and key delivery objectives, maximisation of valuation and the success of 
the Offer.

The Company must also pay and reimburse the Lead Manager in relation to all costs and expenses of and incidental to the Offer. 
All such amounts are payable as soon as reasonably practicable, and in any case within 5 days, after a request for payment or 
reimbursement is made by the Lead Manager or on termination of the Underwriting Agreement.
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Conditions
The Lead Manager’s obligations under the Underwriting Agreement are conditional on certain conditions precedent being 
satisfied or waived by the Lead Manager. The conditions precedent are usual for an agreement of this nature however also 
specifically include that the following documents be delivered to the Lead Manager in a form and substance acceptable to the 
Lead Manager:

• escrow agreements between the Company and each of Daren McKennay, David Wiggins, Bill Best, John Hickey, Donna Staunton 
and Michael Alscher (Escrowed Persons) for escrow of all of the Shares held by each of those parties for the Escrow Period;

• each of the following contracts having been executed or adopted as applicable by all relevant parties in a form and substance 
acceptable to the Lead Manager:

a. the K2M Distribution Agreement as summarised in Section 9.4.4;

b. the Philips Distribution Agreement as summarised in Section 9.4.5; and

c. the Mizuho OSI International Distribution Agreement in Section 9.4.6;

• the New Banking Facilities being validly executed by both the Company and the counterparties to those agreements, and the 
New Banking Facilities not being terminated, breached, amended or becoming void, voidable or otherwise non-binding.

Representations, warranties and undertakings
The Underwriting Agreement contains common representations, warranties and undertakings provided by the Company to the 
Lead Manager. The warranties, representations and undertakings relate to matters such as the conduct of the parties, the conduct 
and outcome of the due diligence process, information provided to the Lead Manager, financial information, material contracts, 
licences, compliance with ASX Listing Rules and laws, information contained in this Prospectus and the conduct of the Offer.

The undertakings provided by the Company include that no Group company will, during the period following the date of the 
Underwriting Agreement until 180 days after Completion of the Offer, issue or agree to issue any Shares or other securities, or 
reorganise or otherwise alter or restructure its capital structure or disposes or agrees to dispose of the whole or a substantial 
part of its business or property; or charge or agree to charge the whole or a substantial part of its business or property other 
than as disclosed to the Lead Manager in writing before the date of the Underwriting Agreement.

Indemnity
Subject to certain exceptions, the Company indemnifies the Lead Manager and persons associated with the Lead Manager against 
certain liabilities which relate to or arise from the Underwriting Agreement, this Prospectus (or any related document) or the Offer.

Termination Events not limited to materiality
If any of the following events occurs, the Lead Manager may terminate its obligations under the Underwriting Agreement:

• (new circumstances) there occurs a new circumstance that arises after the Prospectus is lodged that would have been required 
to be included in the Prospectus if it had arisen before lodgement;

• (compliance with law) in the reasonable opinion of the Lead Manager, any of the following documents issued or published 
by, or on behalf of, and with the authorisation of, the Company in respect of the Offer, and in a form approved by the Lead 
Manager:

a. the draft Prospectus for the Offer dated 27 October 2013 that has been provided to Institutional Investors, co-lead 
managers, co-managers and Brokers for the purposes of the roadshow and institutional bookbuild;

b. this Prospectus; and

c. the marketing, roadshow presentation and/or ASX announcement(s) used by or on behalf of the Company to conduct the Offer,

(Offer Documents), or any aspect of the Offer, does not comply with the Corporations Act;

• (Supplementary Prospectus) 

a. the Company issues or, in the opinion of the Lead Manager, is required to issue, a supplementary prospectus to comply 
with section 719 of the Corporations Act; or

b. the Company lodges a supplementary prospectus with ASIC in a form that has not been approved by the Lead Manager in 
circumstances required by the Underwriting Agreement;

• (market fall): the S&P/ASX 200 share price index falls to a level that is 90% or less of the level as at the close of trading on the 
date of close of the bookbuild for the Institutional Offer and is at or below that level at the close of trading: 

a. for two consecutive business days during any time after the date of this agreement; or 

b. on the business day immediately prior to, either, the Settlement Date or the last day of issue and transfer of Shares under 
the Offer;
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• (restriction agreement) an escrow agreement entered into by an Escrowed Party is withdrawn, varied, terminated, rescinded, 
altered, amended or breached or there is a failure to comply with any of them;

• (forecasts) there are not, or there ceases to be, reasonable grounds in the opinion of the Lead Manager for any statement or 
estimate in the Prospectus or any other Offer Document relating to the Offer which relate to a future matter;

• (fraud) the Company, or any of its respective Directors or officers, engages, or has engaged since the date of the Underwriting 
Agreement, in any fraudulent conduct or activity whether or not in connection with the Offer;

• (listing and quotation) approval is refused or not granted, or approval is granted subject to conditions other than customary 
conditions, for:

a. the Company’s admission to the official list of ASX on or before the date by which the ASX must have confirmed quotation 
of the Shares set out in the Underwriting Agreement; or

b. the quotation of all of the Company’s ordinary shares, including the Shares issued under the Offer, on ASX or for the 
Company’s ordinary shares, including the Shares issued under the Offer, to be traded through CHESS on or before the 
date on which deferred settlement trading of the Shares commences;

or if granted, the approval is subsequently withdrawn, qualified (other than by customary conditions) or withheld;

• (notifications) any of the following notifications are made in respect of the Offer:

a. ASIC issues an order (including an interim order) under section 739 of the Corporations Act;

b. ASIC holds a hearing under section 739(2) of the Corporations Act; or

c. an application is made by ASIC for an order under Part 9.5 in relation to the Offer or an Offer Document or ASIC commences 
any investigation or hearing under Part 3 of the ASIC Act in relation to the Offer or an Offer Document; 

• (withdrawal) the Company withdraws an Offer Document or the Offer or indicates that it does not intend to proceed with the 
Offer or any part of the Offer; 

• (insolvency events) LifeHealthcare becomes insolvent, or there is an act or omission which is likely to result in LifeHealthcare 
becoming insolvent;

• (timetable) an event specified in the timetable set out in the Underwriting Agreement up to and including the Settlement Date 
is delayed by more than 2 business days (other than any delay agreed between the Company and the Lead Manager);

• (unable to issue Shares) the Company is prevented from transferring or allotting and issuing (as applicable) the Shares, 
within the time required by the timetable included in the Underwriting Agreement, the Offer Documents, the Listing Rules, by 
applicable laws, an order of a court of competent jurisdiction or a governmental authority;

• (change to Company) the Company:

a. alters the issued capital of the Company or the Group; or

b. disposes or attempts to dispose of a substantial part of the business or property of the Company or the Group,

without the prior written consent of the Lead Manager;

• (force majeure) there is an event or occurrence, including any statute, order, rule, regulation, directive or request of any 
governmental agency which makes it illegal for the Lead Manager to satisfy an obligation under the Underwriting Agreement, 
or to market, promote or settle the Offer;

• (regulatory approvals) if a regulatory body withdraws, revokes or amends any regulatory approvals required for the Company 
to perform its obligations under the Underwriting Agreement or to carry out the Offer;

• (change in management) a change in senior management or the board of directors of the Company occurs;

• (vacancy in office) the chairman, chief executive officer, chief financial officer or chief operating officer of the Company vacates 
his or her office; or

• (prosecution) any of the following occur:

a. a director or proposed director named in the Prospectus of the Company is charged with an indictable offence;

b. any governmental agency commences any public action against the Company or any of its respective directors in its capacity 
as a director of the Company, or announces that it intends to take action; or

c. any director or proposed director named in the Prospectus of the Company is disqualified from managing a corporation 
under the Corporations Act.

Termination Events limited to materiality
If any of the following events occur, the Lead Manager may terminate its obligations under the Underwriting Agreement if 
the Lead Manager has reasonable grounds to believe that the event has or is likely to have a materially adverse effect on the 
success, settlement or marketing of the Offer or on the ability of the Lead Manager to market or promote or settle the Offer 
or on the likely price at which the Shares will trade on ASX, or could give rise to a liability of the Lead Manager under any 
applicable law:
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• (disclosures in the due diligence report and any other information) the due diligence report prepared by Gilbert + Tobin or 
verification material or any other information supplied by or on behalf of the Company to the Lead Manager in relation to 
the Group or the Offer is (or is likely to), or becomes (or becomes likely to be), misleading or deceptive, including by way of 
omission;

• (material contracts) if any of the obligations of the relevant parties under any of the contracts that are material to the business 
of LifeHealthcare are not capable of being performed in accordance with their terms (in the reasonable opinion of the Lead 
Manager) or if all or any part of any of such contracts is amended or varied without the consent of the Lead Manager, is 
terminated, breached or ceases to have effect, otherwise than in accordance with its terms or is or becomes void, voidable, 
illegal, invalid or unenforceable;

• (adverse change) any adverse change occurs in the assets, liabilities, financial position or performance, profits, losses or 
prospects of the Company and the Group (insofar as the position in relation to an entity in the Group affects the overall 
position of the Company), including any adverse change in the assets, liabilities, financial position or performance, profits, 
losses or prospects of the Company or the Group from those respectively disclosed in any Offer Document;

• (breach of laws) there is a contravention by LifeHealthcare of the Corporations Act, the Competition and Consumer Act 2010 
(Cth), ASIC Act (any regulations under those acts), its constitution, or any of the Listing Rules;

• (compliance with law) any of the Offer Documents or any aspect of the Offer does not comply with the Corporations Act (and 
all regulations under that act), the Listing Rules or any other applicable law or regulation; 

• (representations and warranties) a representation, warranty, undertaking or obligation contained in the Underwriting 
Agreement on the part of the Company is breached, becomes not true or correct or is not performed;

• (breach) the Company breaches the Underwriting Agreement;

• (constitution) the Company varies any term of its constitution without the prior written consent of the Lead Manager;

• (legal proceedings) any of the following occurs:

a. the commencement of legal proceedings against LifeHealthcare or against any director of LifeHealthcare in that capacity; or

b. any regulatory body commences an enquiry or public action against LifeHealthcare;

• (information supplied) any information supplied (including any information supplied prior to the date of this agreement) by 
or on behalf of LifeHealthcare to the Lead Manager in respect of the Offer or LifeHealthcare is, or is found to be, misleading or 
deceptive, or likely to mislead or deceive (including, by omission);

• (hostilities) hostilities not presently existing commence (whether war has been declared or not) or an escalation in existing 
hostilities occurs (whether war has been declared or not) involving any one or more of Australia, New Zealand, the United 
Kingdom, the United States, the People’s Republic of China, or a major terrorist act is perpetrated on any of those countries;

• (disruption in financial markets) any of the following occurs:

a. a general moratorium on commercial banking activities in Australia, the United Kingdom or the United States is declared 
by the relevant central banking authority in those countries, or there is a disruption in commercial banking or security 
settlement or clearance services in any of those countries;

b. (any adverse effect on the financial markets in Australia, the United Kingdom or the United States, or in foreign exchange 
rates; or

c. trading in all securities quoted or listed on ASX, New York Stock Exchange or London Stock Exchange is suspended or 
limited in a material respect for 1 day (or a substantial part of 1 day) on which that exchange is open for trading.

9.4.4 K2M Distribution Agreement
LifeHealthcare Distribution has entered into an exclusive distribution agreement with K2M Inc., a corporation incorporated in 
Delaware, United States. The agreement commenced on 5 October 2010 and has an initial term of five years. At the end of the 
initial term, the agreement will be automatically extended for an additional three years, provided that K2M has the right not to 
extend if LifeHealthcare Distribution is, or has been, in the last 24 months prior to the expiration of the initial term, in material 
default or breach of any of the terms of the agreement. Under the agreement, K2M appoints LifeHealthcare Distribution on an 
exclusive basis to import, promote, sell and distribute the products identified in the agreement to end users in Australia and 
New Zealand; LifeHealthcare Distribution must purchase the products the subject of the agreement exclusively from K2M. 
If K2M decides to distribute within Australia or New Zealand any products manufactured or supplied by K2M that are not covered 
by the agreement, LifeHealthcare Distribution has the right of first negotiation during the term of the agreement, to examine and 
discuss with K2M the potential distribution of such new products in Australia and New Zealand.

The agreement contains a change of control provision. In the event of any material change in the ownership, or control of 
the business, of LifeHealthcare Distribution, the agreement may be terminated at the option of K2M by giving LifeHealthcare 
Distribution written notice of termination. A material change includes, but is not limited to, a partial or complete divestment of 
any third party that is an investor in LifeHealthcare Distribution as of 5 October 2010.
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The change of control provision is not triggered:

• due to LifeHealthcare Distribution being admitted to the official list of ASX or the official list of a similar exchange (so long as 
a K2M competitor, as reasonably designated by K2M, does not obtain a controlling interest in LifeHealthcare Distribution as a 
result of such public offering); or

• where prior consent from K2M is obtained.

LifeHealthcare Distribution must promptly advise K2M of any such material change and K2M must not unreasonably withhold 
consent to the change in ownership, provided that it shall not be unreasonable for K2M to withhold consent if a K2M competitor, 
as reasonably designated by K2M, obtains a controlling interest in LifeHealthcare Distribution after such change in ownership.

If there is a material change of control of K2M during the term, K2M has no express right to terminate the agreement with 
LifeHealthcare Distribution.

The agreement may be terminated for a number of reasons:

• material breach by a party (if the breach is not remedied within 30 days);

• a change of control of LifeHealthcare Distribution (see above);

• a material adverse change in LifeHealthcare Distribution’s financial position, as determined by K2M;

• if K2M decides to discontinue the sale of all of the products in the territory, upon notice to LifeHealthcare Distribution 90 days 
prior to the effective date of discontinuation;

• if LifeHealthcare Distribution fails to meet its minimum purchase obligations;

• if any of LifeHealthcare Distribution’s qualifications or licences are revoked or terminated or expire (without 
immediate renewal);

• if LifeHealthcare Distribution chooses to market, promote or distribute competitor products that in K2M’s sole judgment, 
prejudice K2M’s business interests or create conflicts of interest in handling K2M’s confidential or proprietary information;

• if LifeHealthcare Distribution sells products outside the territory;

• if Lifehealthcare counterfeits any K2M product or becomes aware of the existence of counterfeit K2M products in its territory 
and fails to inform K2M;

• if Lifehealthcare fails to comply with applicable codes of conduct (including but not limited to the AdvaMed Code of Ethics) 
and/or applicable laws (including but not limited to FCPA and other applicable anticorruption laws and regulations and US 
government export and re-export restrictions);

• if Lifehealthcare makes statements to regulators about K2M products without K2M’s approval;

• if Lifehealthcare becomes insolvent;

• if any material clause of the agreement is declared invalid by a competent authority;

• if K2M is unable to draw down on a letter of credit issued on behalf of Lifehealthcare; and

• if an event of force majeure continues for more than six months.

On termination of the agreement:

• any debt or claim which either party may have against the other party under the agreement shall become immediately due;

• any exclusive right of LifeHealthcare Distribution to distribute the products in the territory becomes non-exclusive;

• LifeHealthcare Distribution is not entitled to any termination compensation, consequential damages, indemnity or other 
payment for goodwill, lost profits, costs of re-establishment or replacement of the business or any other expenses, or rights 
relating to the business established by LifeHealthcare Distribution or to termination of this agreement;

• LifeHealthcare Distribution must provide K2M with a complete list of inventory of products in LifeHealthcare Distribution’s 
possession or control. K2M has the right, but not the obligation, to buy back from LifeHealthcare Distribution, at the purchase 
price paid by LifeHealthcare Distribution, any unsold, unopened K2M products in LifeHealthcare Distribution’s possession; and

• LifeHealthcare Distribution must destroy or return all confidential or proprietary items or information and cease to use all 
trademarks and trade names of K2M.

Both K2M and LifeHealthcare Distribution are restricted from employing any person who is an employee or officer of the other 
party that has performed services in relation to the agreement and for a six month period after such person is no longer an 
employee or officer. The restriction will apply for during the term of the agreement and for a period of six months thereafter.
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9.4.5 Philips Distribution Agreement
LifeHealthcare Distribution has entered into a non-exclusive distribution agreement with Philips Healthcare, a sector of 
Philips Electronics Australia Limited (Philips). The agreement commenced on 1 January 2013 and will automatically expire on 
31 December 2015. At the end of each year during the term, Philips may evaluate LifeHealthcare Distribution’s performance 
against the agreed commitments. If Philips rates LifeHealthcare Distribution’s overall performance satisfactory, Philips may 
decide to offer a new distributor agreement. The parties may then enter into a new distributor agreement. If LifeHealthcare 
Distribution declines to enter into a new agreement the current agreement will continue on its terms. Under this agreement, 
Philips appoints LifeHealthcare Distribution as its non-exclusive distributor with respect to the sale of the products identified 
in the agreement in Australia and New Zealand.

The agreement contains a change of control provision. Philips is authorised to suspend any performance under the agreement 
or to wholly or partially terminate the agreement immediately without the need for judicial action, on the occurrence of:

• LifeHealthcare Distribution being acquired by a competitor of Philips;

• Any substantial change in the ownership, management or other key personnel of LifeHealthcare Distribution; or

• LifeHealthcare Distribution acquires a competitor of Philips,

without the prior written consent of Philips.

If there is a reorganisation, merger or acquisition of Philips, or by Philips, which results in Philips having more than one 
organisation, distributor or agent for the products in Australia and New Zealand, Philips is entitled to evaluate the situation and 
make the necessary channel-alignment decisions. The agreement notes that this may result in Philips deciding to reduce the 
scope of activities mentioned in this contract or terminate the agreement with a notice period of 90 days from the date of the 
written notice of such reduction of activities or termination.

Either party may terminate the agreement at any time and without cause, effective on 360 days’ written notice. In addition, 
Philips may terminate the agreement on the occurrence of a number of events, including:

• LifeHealthcare Distribution failing to comply with the US Foreign Corrupt Practices Act of 1977, the Therapeutic Goods 
Administration, US Food and Drug Administration regulations and applicable export control regulations;

• LifeHealthcare Distribution failing to achieve the agreed minimum purchase/sales volumes or 85% of quota or market share;

• if LifeHealthcare Distribution defaults in the performance of any of its obligations under the agreement, and fails to remedy the 
breach within 30 days;

• an event which, in the reasonable judgement of Philips, will materially and adversely affect the ability of LifeHealthcare 
Distribution to effectively sell the products in the territory or which is likely to impair the ability of LifeHealthcare Distribution 
to perform its obligations under the agreement;

• if LifeHealthcare Distribution sells products that compete with the Philips products, which Philips considers detrimental to its 
interests and LifeHealthcare does not stop making such sales within 30 days of receiving notice; and

• a change of control of LifeHealthcare Distribution (see above).

On termination of the agreement:

• LifeHealthcare Distribution must return the confidential information and Philips proprietary goods;

• LifeHealthcare Distribution will cease to be an authorised Philips distributor and must return any products which it has not yet 
paid for; and

• all outstanding orders are terminated.

Termination does not relieve any party from fulfilling any obligations accrued prior to termination or any liability accrued prior 
to termination. LifeHealthcare Distribution expressly waives the benefits of and agrees not to assert any statutory or other rights 
available under applicable law which might limit the exercise of Philips’ termination rights under the agreement, require a longer 
period or a longer term for LifeHealthcare Distribution’s rights or provide for additional compensation not contemplated in the 
agreement to LifeHealthcare Distribution on termination.

During the term of the agreement and for a period of 90 days following termination pursuant to the provision for termination 
without cause, Philips and its related bodies corporate must not approach any LifeHealthcare Distribution employees with an 
offer of employment or prospective employment.

9.4.6 Mizuho OSI International Distribution Agreement
LifeHealthcare Distribution is appointed the distributor of Mizuho OSI (a company incorporated in Delaware, United States) 
(Mizuho) with respect to the marketing and sale of the certain medical products in Australia. The agreement states that Mizuho 
must not establish any other distributorship in Australia (with the exception of sales by Mizuho’s parent company) and that 
LifeHealthcare Distribution is the primary distributor for the products in Australia.

The agreement commenced on 1 October 2012 and is effective for two years. The agreement does not contain any express 
provisions around renewal or extension of term. The agreement contains a change of control provision which states that in the 
event of a material change in ownership of LifeHealthcare Distribution, Mizuho may immediately terminate the agreement. 
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The term “material change” is not defined in the agreement.

In addition to termination for a material change of ownership of LifeHealthcare Distribution, Mizuho may terminate the 
agreement on the occurrence of a number of events, including:

• if LifeHealthcare Distribution is in default of any of its obligations under the agreement and such default continues unremedied 
or is repeated during a period of 30 days after Mizuho gives LifeHealthcare Distribution written notice specifying the default;

• if LifeHealthcare Distribution does not provide prompt and effective service and support to all owners of products throughout 
the territory and ensure that customers receive proper education and information with respect to the application, use and care 
of the products; or

• if LifeHealthcare Distribution breaches the prohibition on appointing sub-distributors or agents without Mizuho’s prior 
written approval.

On termination, the parties must pay immediately all amounts due as well as any additional amounts as may be later 
determined to be due. On termination:

• LifeHealthcare Distribution has no right to sell, distribute, or market the products (except LifeHealthcare Distribution may sell 
inventory if Mizuho does not purchase it within 30 days of termination);

• LifeHealthcare Distribution must return all confidential and proprietary information; and

• LifeHealthcare Distribution must cease to use Mizuho trademarks and turn over to Mizuho any company lists and records 
relating to the products.

9.5 Deed of access, indemnity and insurance

Access
The Company has entered into a deed of access, indemnity and insurance with each Director which confirms the Directors’ right 
of access to Board papers and certain books and records of LifeHealthcare. The deed provides that the Company must procure 
that each subsidiary of the Company keep a complete set of board papers and that each Director be allowed access to, and a 
copy of, records in certain circumstances.

Indemnification
The deed also requires the Company to indemnify the Directors for liability incurred as an officer of the Company, to the 
maximum extent permitted by law. The deed provides that the Company must advance to a Director reasonable costs incurred 
or expected to be incurred by a Director in defending certain proceedings.

Insurance
The deed requires the Company to maintain an insurance policy which insures the Director against liability as a director and 
officer of the Company from the date of the deed until the later of the date which is seven years after a Director ceases to hold 
office as a director of the Company and the date that any relevant proceedings commenced or threatened during the period of 
seven years after a Director ceases to hold office have been fully resolved.

9.6 Executive remuneration and compensation
LifeHealthcare’s CEO and CFO are employed under individual contracts of employment with LifeHealthcare Services. The 
contracts set out:

• the individual’s total fixed compensation, including fixed cash remuneration and LifeHealthcare’s superannuation contribution;

• eligibility to participate in LifeHealthcare’s short term incentive program (e.g. annual bonuses) and long term incentive 
program (e.g. the equity long term incentive plan);

• notice and termination provisions; and

• employee entitlements including leave.

LifeHealthcare Services makes contributions with respect to the senior executives to complying superannuation funds in 
accordance with relevant superannuation legislation and the individual contracts of employment.

9.6.1 CEO employment contract
Daren McKennay is employed by LifeHealthcare Services in the position of Chief Executive Officer and reports to the Board. 
Daren will receive annual base remuneration $500,000 plus superannuation and have the opportunity to receive a minimum 
of $200,000 in the form of a short term incentive, payable on a date determined by the company. Daren is also entitled to 
participate in a long term incentive scheme which is described in Section 9.6.3.

LifeHealthcare Services or Daren may terminate Daren’s employment by giving the other six months’ written notice before 
the proposed date of termination, or in LifeHealthcare Services’ case, payment in lieu of notice. LifeHealthcare Services may 
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terminate the employment of Daren immediately and without payment in lieu of notice in certain circumstances including for any 
act of theft or fraud, wilful or deliberate behaviour that is inconsistent with the continuation of Daren’s employment, or engaging 
in any conduct tending to bring the Company into disrepute. Daren’s employment contract also includes a restraint of trade 
period of six months. Enforceability of such restraint of trade is subject to all usual legal requirements.

9.6.2 CFO employment contract
David Wiggins is employed by LifeHealthcare Services in the position of Chief Financial Officer and reports to the CEO. David 
will receive annual base remuneration (inclusive of superannuation) of $280,000 and has the opportunity to receive 40% of 
his annual remuneration in the form of a short term incentive, payable after the annual results of LifeHealthcare have been 
published. The payment under this short term incentive will be determined by the Board and vary depending on the amount by 
which LifeHealthcare’s EBITDA for FY2014F exceeds forecast EBITDA. No short term incentive will be paid if forecast EBITDA is 
not achieved. The amount may be significantly increased if the targets are materially exceeded.

Standard leave provisions apply. Post termination non-competition and non-solicitation provisions apply.

Either party may terminate the employment relationship by giving the other six months’ written notice, or in LifeHealthcare 
Services’ case, payment in lieu of notice. Standard summary termination provisions apply. Provisions dealing with the protection 
of confidential information apply. 

9.6.3 Employee equity incentive plan
The Company has adopted an equity long term incentive plan (Option Plan) to assist in attraction, motivation and retention of 
LifeHealthcare employees. The Option Plan enables the Company to grant options to LifeHealthcare employees. Each option 
is a conditional right to one Share, subject to satisfaction of specified performance and service conditions. The full terms and 
conditions of the Option Plan may be inspected during normal business hours at the registered office of the Company.

There are a number of existing options that will continue to be on issue following Completion of the Offer.

Number of options Exercise price Vesting dates Expiry dates

0.7 million $1.54 Jun 2016 Jun 2018

0.2 million $2.00 Dec 2016 Dec 2018

Some of the main features of the Option Plan are set out below.

General
Under the Option Plan, LifeHealthcare may grant options to its senior employees (including Executive Directors) from time to 
time as determined by the Board in its discretion and in accordance with the Option Plan. Shares issued under the Option Plan 
on vesting and exercise of options will rank equally with other existing Shares.

Performance conditions
An option will vest and become exercisable to the extent that the relevant performance conditions specified at the time of the 
grant are satisfied. The Board has discretion in relation to the terms of those performance conditions. The specific performance 
conditions attached to the grant of options at the time of Listing are summarised below:

• 100% of the options are subject to an earnings per share hurdle which is tested as follows: 

EPS performance % that vests

Below 7.0% CAGR Nil

7.0% CAGR 50%

Above 7.0% to 11.0% CAGR Pro-rated vesting on a straight line basis between 50% and 100%

At, or above, 11.0% CAGR 100%

• the options are tested against the performance conditions at the end of year three and, if there was no vesting at year three, 
then at the end of year four. If the conditions are not met, the option then lapses.

Consideration
Unless the Board determines otherwise, options will be granted for no consideration. Participants will be required to pay an 
exercise price on exercise of their options (as determined by the Board).

For the initial grant of options, it is proposed that the exercise price will be equal to the Offer Price.

At the discretion of the Company, when a participant becomes entitled to Shares on vesting and exercise of options, the 
Company may deliver such Shares by issuing them to the participant or purchasing them on market.
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Quotation
The Company will apply for official quotation of any Shares upon exercise of options, in accordance with the Listing Rules.

Cessation of employment
The Option Plan contains provisions relating to the treatment of options in the event of a participant ceasing employment with 
LifeHealthcare.

If the participant ceases employment at any time due to death, total or permanent disability, bona fide redundancy or any other 
reason approved by the Board, then the Board has discretion as to how to treat the unvested employee options. For example, 
this may include allowing fully or partially the acceleration of the vesting of options, allowing all or some options to lapse and/
or allowing the options to stay ‘on foot’ until the original performance testing date. If the participant ceases employment for any 
other reason, unless the Board determines otherwise, the unvested options will lapse and participants will have 60 days from 
the date of termination to exercise any previously vested options.

Change of control
In the event of a change of control, the Board has discretion as to how to treat the unvested options including, but not limited to, 
vesting all or a portion of options, applying the specified performance tests at an earlier date and vesting a portion appropriate 
to that level of achievement, allowing the options to stay ‘on foot’ and/or allowing the options to be ‘swapped’ into the acquiring 
company’s options.

9.7 Directors’ remuneration
The constitution of the Company provides that the Directors are entitled to the remuneration the Directors determine, but the 
remuneration of Non-executive Directors must not exceed in aggregate a maximum amount fixed by the Company in general 
meeting for that purpose. The aggregate maximum total remuneration for Non-executive Directors has been fixed at $600,000 
per annum.

For FY2014F, it is expected that the fees payable in the current Non-executive Directors will not exceed $400,000 in aggregate. 
As at the date of this Prospectus, Daren McKennay is the only Executive Director. Refer to Section 6.3.1 for information regarding 
Daren McKennay’s remuneration.

9.8 Escrow arrangements
See Section 7.7 for a summary of the escrow arrangements.

9.9 ASIC relief
LifeHealthcare has applied to ASIC for an exemption from the requirements of section 734(2) of the Corporations Act to enable 
it to communicate limited information in relation to the Employee Offer prior to lodgement of the Prospectus with ASIC to 
employees of LifeHealthcare.

9.10 Consents to be named and disclaimers of responsibility
Written consents to the issue of this Prospectus have been given and, at the time of Prospectus lodgement, had not been 
withdrawn by the following parties:

• UBS has given, and has not withdrawn prior to the lodgement of this Prospectus with ASIC, its written consent to be named in 
this Prospectus as Lead Manager in relation to the Offer in the form and context in which it is named;

• Gilbert + Tobin has given, and has not withdrawn prior to the lodgement of this Prospectus with ASIC, its written consent to be 
named in this Prospectus as Australian legal adviser to the Company in relation to the Offer in the form and context in which it 
is named;

• PricewaterhouseCoopers Securities Ltd has given, and has not withdrawn prior to the lodgement of this Prospectus with ASIC, 
its written consent to be named in this Prospectus as Investigating Accountant to the Company in relation to the Financial 
Information in the form and context in which it is named and to the inclusion of its Investigating Accountant’s Report on 
Financial Information in Section 8 in the form and context in which it appears in this Prospectus;

• PricewaterhouseCoopers has given, and has not withdrawn prior to the lodgement of this Prospectus with ASIC, its written 
consent to be named as auditor to the Company in the form and context in which it is named; 

• Deloitte Tax Services Pty Ltd has given, and has not withdrawn prior to the lodgement of this Prospectus with ASIC, its written 
consent to be named in this Prospectus as tax adviser to the Company;
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• Espicom has given, and has not withdrawn prior to the lodgement of this Prospectus with ASIC, its written consent to 
be named in this Prospectus and to the inclusion of references to it in the form and context in which it is named;

• MTAA has given, and has not withdrawn prior to the lodgement of this Prospectus with ASIC, its written consent to be named 
in this Prospectus and to the inclusion of references to it in the form and context in which it is named; and

• Health Funds Association of New Zealand has given, and has not withdrawn prior to the lodgement of this Prospectus with 
ASIC, its written consent to be named in this Prospectus and to the inclusion of references to it in the form and context in 
which it is named.

9.11 Expenses of the Offer
If the Offer proceeds, the total estimated costs in connection with the Offer (including advisory, legal, accounting, tax, listing 
and administrative fees, the Lead Manager’s management fees, Prospectus design and printing, advertising, marketing, Share 
Registry and other expenses) are currently estimated to be $4.5 million including offer costs of $4.2 million, recoverable GST of 
$0.1 million and $0.1 million of hedge closure costs. This amount will be paid by the Company.

9.12 Pre-IPO Dividend
The pre-IPO dividend is not contingent or conditional upon the Offer proceeding. If the Offer does not proceed, the pre-IPO 
dividend will be funded from existing cash reserves and/or debt facilities of Lifehealthcare Pty Limited.

9.13 Governing law
This Prospectus and the contracts that arise from the acceptance of the Applications are governed by the law applicable in 
New South Wales and each Applicant submits to the exclusive jurisdiction of the courts of New South Wales.

9.14 Legal proceedings
So far as the Company is aware, there is no current or threatened civil litigation, arbitration proceeding or administrative appeal 
or criminal or governmental prosecution of a material nature in which the Company is directly or indirectly concerned which is 
likely to have a material adverse impact on the business or financial position of the Company.

9.15 Foreign selling restrictions
This document does not constitute an offer of securities in any jurisdiction in which it would be unlawful. Shares may not be 
offered or sold in any country outside Australia or New Zealand except to the extent permitted below.

9.15.1 Information for New Zealand investors
This offer to New Zealand investors is a regulated offer made under Australian and New Zealand law. In Australia, this is Chapter 
8 of the Corporations Act 2001 and Regulations. In New Zealand, this is Part 5 of the Securities Act 1978 and the Securities 
(Mutual Recognition of Securities Offerings - Australia) Regulations 2008.

This offer and the content of the offer document are principally governed by Australian rather than New Zealand law. In the main, 
the Corporations Act 2001 and Regulations (Australia) set out how the offer must be made.

There are differences in how securities are regulated under Australian law. For example, the disclosure of fees for collective 
investment schemes is different under the Australian regime.

The rights, remedies, and compensation arrangements available to New Zealand investors in Australian securities may differ 
from the rights, remedies, and compensation arrangements for New Zealand securities.

Both the Australian and New Zealand securities regulators have enforcement responsibilities in relation to this offer. If you need 
to make a complaint about this offer, please contact the Financial Markets Authority, Wellington, New Zealand. The Australian 
and New Zealand regulators will work together to settle your complaint.

The taxation treatment of Australian securities is not the same as for New Zealand securities.

If you are uncertain about whether this investment is appropriate for you, you should seek the advice of an appropriately 
qualified financial adviser.

The offer may involve a currency exchange risk. The currency for the securities is not New Zealand dollars. The value of the 
securities will go up or down according to changes in the exchange rate between that currency and New Zealand dollars. These 
changes may be significant.
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If you expect the securities to pay any amounts in a currency that is not New Zealand dollars, you may incur significant fees in 
having the funds credited to a bank account in New Zealand in New Zealand dollars.

If the securities are able to be traded on a securities market and you wish to trade the securities through that market, you will 
have to make arrangements for a participant in that market to sell the securities on your behalf. If the securities market does not 
operate in New Zealand, the way in which the market operates, the regulation of participants in that market, and the information 
available to you about the securities and trading may differ from securities markets that operate in New Zealand.

9.15.2 United States

This document may not be released or distributed in the United States. This document does not constitute an offer to sell, or a 
solicitation of an offer to buy, securities in the United States. Any securities described in this document have not been, and will 
not be registered under the US Securities Act and may not be offered or sold in the United States except in transactions exempt 
from, or not subject to, registration under the US Securities Act and applicable US state securities laws.

9.15.3 General foreign selling restrictions
The offer of Shares under this Prospectus does not constitute a public offer in any jurisdiction outside Australia and 
New Zealand. This Prospectus does not constitute an offer or invitation in any place in which, or to any person to whom, it 
would not be lawful to make such an offer or invitation. No action has been taken to register or qualify the Shares or the Offer, 
or to permit otherwise a public offering of the Shares in any jurisdiction outside Australia and New Zealand. The distribution 
of this Prospectus outside Australia and New Zealand may be restricted by law and persons who come into possession of 
this Prospectus outside Australia and New Zealand should seek advice on and observe any such restrictions. Any failure to 
comply with such restrictions may constitute a violation of applicable securities laws.

9.16 Statement of Directors
Each Director has consented, and not withdrawn that consent, to the lodgement of this Prospectus with ASIC.
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Appendix A: Summary of Key Accounting Policies
The principal accounting policies adopted in the preparation of the Financial Information are set out below.

a. Basis of preparation

i. Accounting Standards
The Financial Information has been prepared in accordance with Australian Accounting Standards and interpretations issued by 
the Australian Accounting Standards Board and the Corporations Act. The Financial Information also complies with International 
Financial Reporting Standards as issued by the International Accounting Standards Board.

ii. Historical cost convention
The Financial Information has been prepared under the historical cost convention, as modified by the revaluation of available-
for-sale financial assets, and financial assets and liabilities (including derivative instruments) at fair value through profit or loss.

b. Principles of consolidation

i. Subsidiaries
The Financial Information comprises the consolidated financial information of the Group. Subsidiaries are all entities (including 
special purpose entities) over which the Company has the power to govern the financial and operating policies, generally 
accompanying a shareholding of more than one-half of the voting rights. The existence and effect of potential voting rights that 
are currently exercisable or convertible are considered when assessing whether the Company controls another entity.

Subsidiaries are fully consolidated from the date on which control is transferred to the Company. They are de-consolidated from 
the date that control ceases.

Intercompany transactions, balances and unrealised gains on transactions between Group companies are eliminated. Unrealised 
losses are also eliminated unless the transaction provides evidence of the impairment of the asset transferred. Accounting 
policies of subsidiaries have been changed where necessary to ensure consistency with the policies adopted by the Company.

ii.  Joint ventures
The Company’s interest in a joint venture partnership is accounted for using the equity method after initially being recognised at 
cost. Under the equity method, the share of the profits or losses of the partnership is recognised in profit or loss, and the share 
of post-acquisition movements is recognised in other comprehensive income.

Profits or losses on transactions establishing the joint venture partnership and transactions with the joint venture are eliminated 
to the extent of the Company’s ownership interest until such time as they are realised by the joint venture partnership on 
consumption or sale. However, a loss on the transaction is recognised immediately if the loss provides evidence of a reduction in 
the net realisable value of current assets, or an impairment loss.

c. Segment reporting
Operating segments are reported in a manner consistent with the internal reporting provided to the chief operating decision 
maker. The chief operating decision maker, who is responsible for allocating resources and assessing performance of the 
operating segments, has been identified as the Chief Executive Officer.

d. Foreign currency translation

i. Functional and presentation currency
Items included in the Financial Information are measured using the currency of the primary economic environment in which the 
entity operates. The Financial Information is presented in Australian dollars, which is the Company’s functional and presentation 
currency.

ii. Transactions and balances
Foreign currency transactions are translated into the functional currency using the exchange rates prevailing at the dates of the 
transactions. Foreign exchange gains and losses resulting from the settlement of such transactions and from the translation at 
year end exchange rates of monetary assets and liabilities denominated in foreign currencies are recognised in profit or loss, 
except when they are deferred in equity as qualifying cash flow hedges and qualifying net investment hedges or are attributable 
to part of the net investment in a foreign operation.

Foreign exchange gains and losses that relate to borrowings are presented in the profit and loss, within net interest costs.

Non-monetary items that are measured at fair value in a foreign currency are translated using the exchange rates at the date 
when the fair value was determined. Translation differences on assets and liabilities carried at fair value are reported as part 
of the fair value gain or loss. For example, translation differences on non-monetary assets and liabilities such as equities 
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held at fair value through profit or loss are recognised in profit or loss as part of the fair value gain or loss and translation 
differences on non-monetary assets such as equities classified as available-for-sale financial assets are recognised in other 
comprehensive income.

iii. Group companies
The results and financial position of foreign operations (none of which has the currency of a hyperinflationary economy) that 
have a functional currency different from the presentation currency are translated into the presentation currency as follows:

• assets and liabilities for each statement of financial position presented are translated at the closing rate at the date of that 
statement of financial position;

• income and expenses for each profit and loss are translated at average exchange rates (unless this is not a reasonable 
approximation of the cumulative effect of the rates prevailing on the transaction dates, in which case income and expenses are 
translated at the dates of the transactions); and

• all resulting exchange differences are recognised in other comprehensive income.

On consolidation, exchange differences arising from the translation of any net investment in foreign entities, and of borrowings 
and other financial instruments designated as hedges of such investments, are recognised in other comprehensive income. 
When a foreign operation is sold or any borrowings forming part of the net investment are repaid, the associated exchange 
differences are reclassified to profit or loss, as part of the gain or loss on sale.

e. Revenue recognition
Revenue is measured at the fair value of the consideration received or receivable. Amounts disclosed as revenue are net of 
returns, trade allowances, rebates and amounts collected on behalf of third parties.

The Group recognises revenue when the amount of revenue can be reliably measured, it is probable that future economic 
benefits will flow to the entity and specific criteria have been met for each of the Group’s activities as described below.

Revenue is recognised for the major business activities as follows:

i. Sale of goods
Revenue represents the sale of goods and is recognised when the significant risks and rewards of ownership of the goods have 
passed to the buyer and the costs incurred or to be incurred in respect of the transaction can be measured reliably. Risks and 
rewards of ownership are considered passed to the buyer at the time of delivery of the goods to the customer.

ii. Interest income
Interest income is recognised using the effective interest method.

f. Income tax
The income tax expense or revenue for the period is the tax payable on the current period’s taxable income based on the 
applicable income tax rate for each jurisdiction adjusted by changes in deferred tax assets and liabilities attributable to 
temporary differences and to unused tax losses.

The current income tax charge is calculated on the basis of the tax laws enacted or substantively enacted at the end of the 
reporting period in the countries where the Company’s subsidiaries and associates operate and generate taxable income. 
Management periodically evaluates positions taken in tax returns with respect to situations in which applicable tax regulation 
is subject to interpretation. It establishes provisions where appropriate on the basis of amounts expected to be paid to the 
taxation authority.

Deferred income tax is provided in full, using the liability method, on temporary differences arising between the tax bases of 
assets and liabilities and their carrying amounts in the consolidated financial statements. However, deferred tax liabilities are 
not recognised if they arise from the initial recognition of goodwill. Deferred income tax is also not accounted for if it arises from 
initial recognition of an asset or liability in a transaction other than a business combination that at the time of the transaction 
affects neither accounting nor taxable profit or loss. Deferred income tax is determined using tax rates (and laws) that have been 
enacted or substantially enacted by the end of the reporting period and are expected to apply when the related deferred income 
tax asset is realised or the deferred income tax liability is settled.

Deferred tax assets are recognised for deductible temporary differences and unused tax losses only if it is probable that future 
taxable amounts will be available to utilise those temporary differences and losses.

Deferred tax assets and liabilities are not recognised for temporary differences between the carrying amount and tax bases of 
investments in foreign operations where the Company is able to control the timing of the reversal of the temporary differences 
and it is probable that the differences will not reverse in the foreseeable future.
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Deferred tax assets and liabilities are offset when there is a legally enforceable right to offset current tax assets and liabilities 
and when the deferred tax balances relate to the same taxation authority. Current tax assets and tax liabilities are offset where 
the entity has a legally enforceable right to offset and intends either to settle on a net basis, or to realise the asset and settle the 
liability simultaneously.

Current and deferred tax is recognised in profit or loss, except to the extent that it relates to items recognised in other comprehensive 
income or directly in equity. In this case, the tax is also recognised in other comprehensive income or directly in equity, respectively.

LifeHealthcare Group Limited and its wholly owned Australian subsidiaries have implemented the tax consolidation legislation. 
As a consequence, these entities are taxed as a single entity and the deferred tax assets and liabilities of these entities are set 
off in the consolidated financial statements.

g. Leases
Leases of property, plant and equipment where the Group, as lessee, has substantially all the risks and rewards of ownership 
are classified as finance leases. Finance leases are capitalised at the lease’s inception at the fair value of the leased property 
or, if lower, the present value of the minimum lease payments. The corresponding rental obligations, net of finance charges, 
are included in other short term and long term payables. Each lease payment is allocated between the liability and finance 
cost. The finance cost is charged to profit or loss over the lease period so as to produce a constant periodic rate of interest on 
the remaining balance of the liability for each period. The property, plant and equipment acquired under finance leases are 
depreciated over the asset’s useful life or over the shorter of the asset’s useful life and the lease term if there is no reasonable 
certainty that the Group will obtain ownership at the end of the lease term.

Leases in which a significant portion of the risks and rewards of ownership are not transferred to the Group as lessee are 
classified as operating leases. Payments made under operating leases (net of any incentives received from the lessor) are 
charged to profit or loss on a straight-line basis over the period of the lease.

h. Business combinations
The acquisition method of accounting is used to account for all business combinations, regardless of whether equity 
instruments or other assets are acquired. The consideration transferred for the acquisition of a subsidiary comprises the fair 
values of the assets transferred, the liabilities incurred and the equity interests issued by the Company. The consideration 
transferred also includes the fair value of any asset or liability resulting from a contingent consideration arrangement and the 
fair value of any pre-existing equity interest in the subsidiary. Acquisition-related costs are expensed as incurred. Transaction 
costs arising on the issue of equity instruments are recognised directly in equity. Identifiable assets acquired and liabilities 
and contingent liabilities assumed in a business combination are, with limited exceptions, measured initially at their fair values 
at the acquisition date. On an acquisition-by-acquisition basis, the Company recognises any non-controlling interest in the 
acquiree either at fair value or at the non-controlling interest’s proportionate share of the acquiree’s net identifiable assets.

The excess of the consideration transferred and the amount of any non-controlling interest in the acquiree over the fair value of 
the net identifiable assets acquired is recorded as goodwill.

Where settlement of any part of cash consideration is deferred, the amounts payable in the future are discounted to their 
present value as at the date of exchange. The discount rate used is the entity’s incremental borrowing rate, being the rate at 
which a similar borrowing could be obtained from an independent financier under comparable terms and conditions.

Contingent consideration is classified either as equity or a financial liability. Amounts classified as a financial liability are 
subsequently remeasured to fair value with changes in fair value recognised in profit or loss.

i. Impairment of assets
Goodwill and intangible assets that have an indefinite useful life are not subject to amortisation and are tested annually for 
impairment, or more frequently if events or changes in circumstances indicate that they might be impaired. Other assets are 
tested for impairment whenever events or changes in circumstances indicate that the carrying amount may not be recoverable. 
An impairment loss is recognised for the amount by which the asset’s carrying amount exceeds its recoverable amount. The 
recoverable amount is the higher of an asset’s fair value less costs to sell, and value-in-use. For the purposes of assessing 
impairment, assets are grouped at the lowest levels for which there are separately identifiable cash inflows which are largely 
independent of the cash inflows from other assets or groups of assets (cash-generating units). Non-financial assets other than 
goodwill that suffered an impairment are reviewed for possible reversal of the impairment at the end of each reporting period.

j. Cash and cash equivalents
For the purpose of presentation in the Financial Information, cash and cash equivalents includes cash on hand, deposits held at 
call with financial institutions, other short term, highly liquid investments with original maturities of three months or less that 
are readily convertible to known amounts of cash and which are subject to an insignificant risk of changes in value, and bank 
overdrafts. Bank overdrafts are shown within borrowings in current liabilities in the statement of financial position.
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k. Trade receivables
Trade receivables are recognised initially at fair value and subsequently measured at amortised cost using the effective interest 
method, less provision for impairment. Trade receivables are generally due for settlement within 30 days. They are presented as 
current assets unless collection is not expected for more than 12 months after the reporting date.

Collectability of trade receivables is reviewed on an ongoing basis. Debts which are known to be uncollectible are written off 
by reducing the carrying amount directly. An allowance account (provision for impairment of trade receivables) is used when 
there is objective evidence that the Company will not be able to collect all amounts due according to the original terms of 
the receivables. Significant financial difficulties of the debtor, probability that the debtor will enter bankruptcy or financial 
reorganisation, and default or delinquency in payments (more than 30 days overdue) are considered indicators that the trade 
receivable is impaired. The amount of the impairment allowance is the difference between the asset’s carrying amount and the 
present value of estimated future cash flows, discounted at the original effective interest rate. Cash flows relating to short term 
receivables are not discounted if the effect of discounting is immaterial.

The amount of the impairment loss is recognised in profit or loss within other expenses. When a trade receivable for which an 
impairment allowance had been recognised becomes uncollectible in a subsequent period, it is written off against the allowance 
account. Subsequent recoveries of amounts previously written off are credited against other expenses in profit or loss.

l. Inventories
Finished goods are stated at the lower of cost and net realisable value. Net realisable value is the estimated selling price in the 
ordinary course of business.

m. Derivatives and hedging activities
Derivatives are initially recognised at fair value on the date a derivative contract is entered into and are subsequently 
remeasured to their fair value at the end of each reporting period. The accounting for subsequent changes in fair value depends 
on whether the derivative is designated as a hedging instrument, and if so, the nature of the item being hedged. The Group 
designates certain derivatives as either:

• hedges of the fair value of recognised assets or liabilities or a firm commitment (fair value hedges); or

• hedges of a particular risk associated with the cash flows of recognised assets and liabilities and highly probable forecast 
transactions (cash flow hedges).

The Group documents at the inception of the hedging transaction the relationship between hedging instruments and hedged 
items, as well as its risk management objective and strategy for undertaking various hedge transactions. The Group also 
documents its assessment, both at hedge inception and on an ongoing basis, of whether the derivatives that are used in 
hedging transactions have been and will continue to be highly effective in offsetting changes in fair values or cash flows of 
hedged items.

The full fair value of a hedging derivative is classified as a non-current asset or liability when the remaining maturity of the 
hedged item is more than 12 months; it is classified as a current asset or liability when the remaining maturity of the hedged 
item is less than 12 months. Trading derivatives are classified as a current asset or liability.

i. Fair value hedges
Changes in the fair value of derivatives that are designated and qualify as fair value hedges are recorded in profit or loss, 
together with any changes in the fair value of the hedged asset or liability that are attributable to the hedged risk.

ii. Cash flow hedges
The effective portion of changes in the fair value of derivatives that are designated and qualify as cash flow hedges and 
accumulated in reserves in equity. The gain or loss relating to the ineffective portion is recognised immediately in profit or 
loss within other income or other expenses.

Amounts accumulated in equity are reclassified to profit or loss in the periods when the hedged item affects profit or loss. 
The gain or loss relating to the effective portion of forward foreign exchange contracts hedging payment for import purchases 
isrecognised in profit or loss within cost of sales.

When a hedging instrument expires or is sold or terminated, or when a hedge no longer meets the criteria for hedge accounting, 
any cumulative gain or loss existing in equity at that time remains in equity and is recognised when the forecast transaction is 
ultimately recognised in profit or loss. When a forecast transaction is no longer expected to occur, the cumulative gain or loss 
that was reported in equity is immediately reclassified to profit or loss.
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n. Impairment of financial assets
The Group assesses at each reporting date whether a financial asset or group of financial assets is impaired, or more frequently 
if events or changes in circumstances indicate they might be impaired.

If there is objective evidence that an impairment loss on loans and receivables carried at amortised cost has been incurred, the 
amount of the loss is measured as the difference between the asset’s carrying amount and the present value of estimated future 
cash flows discounted at the financial asset’s original effective interest rate. The carrying amount of the asset is reduced either 
directly or through use of an allowance account.

o. Property, plant and equipment
Plant and equipment are stated at historical cost less accumulated depreciation and any accumulated impairment losses. 
Historical cost includes expenditure that is directly attributable to the acquisition of the items.

Depreciation is calculated on a straight-line basis over the estimated useful life of the assets as follows:

• Plant and equipment: 3–5 years;

• Leasehold improvements: 5 years; and

• Furniture, fittings and equipment: 3–10 years.

The assets’ residual values and useful lives are reviewed, and adjusted if appropriate, at the end of each reporting period.

An asset’s carrying amount is written down immediately to its recoverable amount if the asset’s carrying amount is greater than 
its estimated recoverable amount.

Gains and losses on disposals are determined by comparing proceeds with carrying amount. These are included in profit or loss. 
When revalued assets are sold, it is Group policy to transfer any amounts included in other reserves in respect of those assets to 
retained earnings.

p. Intangible assets

i. Goodwill
Goodwill on acquisitions of subsidiaries is included in intangible assets. Goodwill is not amortised but it is tested for impairment 
annually, or more frequently if events or changes in circumstances indicate that it might be impaired, and is carried at cost less 
accumulated impairment losses. Gains and losses on the disposal of an entity include the carrying amount of goodwill relating 
to the entity sold.

Goodwill is allocated to cash-generating units for the purpose of impairment testing. The allocation is made to those cash-
generating units or groups of cash-generating units that are expected to benefit from the business combination in which the 
goodwill arose, identified according to operating segments.

ii. IT development and software
Costs incurred in developing products or systems and costs incurred in acquiring software and licences that will contribute to 
future period financial benefits through revenue generation and/or cost reduction are capitalised to software and systems. Costs 
capitalised include external direct costs of materials and service and direct payroll and payroll-related costs of employees’ time 
spent on the project. Amortisation is calculated on a straight-line basis over periods generally ranging from 3 to 7.5 years.

IT development costs include only those costs directly attributable to the development phase and are only recognised following 
completion of technical feasibility and where the Company has an intention and ability to use the asset.

iii. Other intangible assets
Other intangible assets such as a supply contract acquired separately or in a business combination are initially measured at 
cost. The cost of an intangible asset acquired in a business combination is its fair value as at the date of acquisition. Following 
initial recognition, intangible assets are carried at cost less any accumulated amortisation and any accumulated impairment 
losses. Internally generated intangible assets are not capitalised and expenditure is charged against profits in the year in which 
the expenditure is incurred. Amortisation is calculated on a straight-line basis over periods generally ranging from 3 to 5 years.

q. Trade and other payables
These amounts represent liabilities for goods and services provided to the Group prior to the end of financial year which are 
unpaid. The amounts are unsecured and are usually paid within 30 days of recognition. Trade and other payables are presented 
as current liabilities unless payment is not due within 12 months from the reporting date. They are recognised initially at their 
fair value and subsequently measured at amortised cost using the effective interest method.
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r. Borrowings
Borrowings are initially recognised at fair value, net of transaction costs incurred. Borrowings are subsequently measured at 
amortised cost. Any difference between the proceeds (net of transaction costs) and the redemption amount is recognised in 
profit or loss over the period of the borrowings using the effective interest method. Fees paid on the establishment of loan 
facilities are recognised as transaction costs of the loan to the extent that it is probable that some or all of the facility will be 
drawn down. In this case, the fee is deferred until the draw-down occurs. To the extent there is no evidence that it is probable 
that some or all of the facility will be drawn down, the fee is capitalised as a prepayment for liquidity services and amortised 
over the period of the facility to which it relates.

s. Provisions
Provisions for legal claims and make good obligations are recognised when the Group has a present legal or constructive 
obligation as a result of past events, it is probable that an outflow of resources will be required to settle the obligation and the 
amount has been reliably estimated. Provisions are not recognised for future operating losses.

Provisions are measured at the present value of management’s best estimate of the expenditure required to settle the present 
obligation at the end of the reporting period. The discount rate used to determine the present value is a pre-tax rate that reflects 
current market assessments of the time value of money and the risks specific to the liability. The increase in the provision due to 
the passage of time is recognised as interest expense.

t. Employee benefits

i. Short term obligations
Liabilities for wages and salaries, including non-monetary benefits and annual leave expected to be settled within 12 months 
after the end of the period in which the employees render the related service, are recognised in respect of employee’s services 
up to the end of the reporting period and are measured at the amounts expected to be paid when the liabilities are settled. The 
liability for annual leave is recognised in the provision for employee benefits. All other short term employee benefit obligations 
are presented as payables.

ii. Other long term employee benefit obligations
The liability for long service leave and annual leave which is not expected to be settled within 12 months after the end of the 
period in which the employees render the related service, is recognised in the provision for employee benefits and measured 
as the present value of expected future payments to be made in respect of services provided by employees up to the end of 
the reporting period using the projected unit credit method. Consideration is given to expected future wage and salary levels, 
experience of employee departures and periods of service.

Expected future payments are discounted using market yields at the end of the reporting period on national government bonds 
with terms to maturity and currency that match, as closely as possible, the estimated future cash outflows.

iii. Share-based payments
The Company provides benefits to its employees in the form of share-based payments, whereby employees render services in 
exchange for shares or rights over shares (equity settled transactions).

The cost of these equity settled transactions with employees is measured by reference to the fair value of the equity instruments 
at the date at which they are granted. Fair value is determined using the Black Scholes model and the terms under which the 
instruments are granted.

The vesting condition is a liquidity event.

The cost of these equity settled transactions is recognised, together with a corresponding increase in equity, over the period 
in which the performance and/or service conditions are fulfilled (the vesting period), ending on the date on which the relevant 
employees become fully entitled to the award (the vesting date).

At each subsequent reporting date until vesting, the cumulative charge to profit or loss is the product of:

• the grant date fair value of the award;

• the current best estimate of the number of awards that will vest, taking into account such factors as the likelihood of employee 
turnover during the vesting period and the likelihood of non-market performance conditions being met; and

• the expired portion of the vesting period.

The charge to profit or loss for the period is the cumulative amount as the calculated above less the amounts already charged in 
previous periods. There is a corresponding entry to equity.
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If the terms of an equity settled award are modified, as a minimum an expense is recognised as if the terms had not been 
modified. An additional expense is recognised for any modification that increases the total fair value of the share-based 
payment arrangement, or is otherwise beneficial to the employee, as measured at the date of modification.

If an equity settled award is cancelled, it is treated as if it had vested on the date of cancellation, and any expense not yet 
recognised for the award is recognised immediately. However, if a new award is substituted for the cancelled award and 
designated as a replacement award on the date that it is granted, the cancelled and new award are treated as if they were a 
modification of the original award, as described in the previous paragraph.

u. Share capital
Ordinary shares are classified as equity.

Incremental costs directly attributable to the issue of new shares or options are shown in equity as a deduction, net of tax, from 
the proceeds.

v. Dividends
Provision is made for the amount of any dividend declared, being appropriately authorised and no longer at the discretion of the 
entity, at or before the end of the reporting period but not distributed at the end of the reporting period.

w. Goods and services tax (GST)
Revenues, expenses and assets are recognised net of the amount of associated GST, unless the GST incurred is not recoverable 
from the taxation authority. In this case, it is recognised as part of the cost of acquisition of the asset or as part of the expense.

Receivables and payables are stated inclusive of the amount of GST receivable or payable. The net amount of GST recoverable 
from, or payable to, the taxation authority is included with other receivables or payables.

Cash flows are presented on a gross basis. The GST components of cash flows arising from investing or financing activities which 
are recoverable from, or payable to, the taxation authority, are presented as operating cash flows.
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Appendix B: Glossary of Terms
In this Prospectus the following expressions have the meanings set out below:

Term Meaning

AASB means Australian Accounting Standards Board

ABN means Australian Business Number

Active Surgeon means a surgeon who generates over $50,000 of revenue per annum for LifeHealthcare

AEDT means Australian Eastern Daylight Time

Applicant means a person applying for New Shares under this Prospectus

Application means an application made to subscribe for New Shares offered under this Prospectus

Application Form means an application form for New Shares attached to or accompanying this Prospectus

Application Monies means the Offer Price multiplied by the number of New Shares applied for

Approving Resolution means a resolution of the Directors resolving to allot the New Shares to successful Applicants under 
this Prospectus

ARTG means Australian Register of Therapeutic Goods. Refer to Section 2.10.1 for more information

ASIC means Australian Securities and Investments Commission

ASX means ASX Limited (ACN 008 624 691)

ASX Listing Rules means the rules of the ASX that govern the admission, quotation and removal of securities from the 
ASX official list

ATO means Australian Taxation Office

Board means the board of directors of the Company

Broker means any ASX participating organisation

Broker Firm Applicant means an Applicant under the Broker Firm Offer

Broker Firm Offer means the invitation under this Prospectus to Australian resident clients of Brokers who are 
Retail Investors and have received a firm allocation of Shares from the Lead Manager, as set out 
in Section 7

CAGR means compound annual growth rate

Capital Equipment means equipment that has an enduring nature and is used clinically in either hospital operating 
theatre or outpatient clinical setting. Examples include cardiac ultrasound machines, specialist 
spine tables and associated consumables

CEO means the Company’s Chief Executive Officer

CFO means the Company’s Chief Financial Officer

CHESS means Clearing House Electronics Sub register System

Closing Date means the date by which valid Applications must be received, being 5.00pm (AEDT) on M0nday, 
2 December 2013 or such other date and time determined by the Board

Company means LifeHealthcare Group Limited (ACN 166 525 186), the company seeking the Listing

Completion of the Offer means completion of the Offer under this Prospectus

Constitution means the constitution of the Company

Corporations Act means the Corporations Act 2001 (Cth)

CY means calendar year ended/ending 31 December

Directors mean the directors of the Company

$ or A$ or AUD means Australian dollars

DRP means dividend reinvestment plan

EBIT means earnings before net interest expense and taxation
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Term Meaning

EBITA means earnings before net interest expense and taxation excluding before amortisation of 
specifically identifiable intangibles

EBITDA means earnings before net interest expense, taxation, depreciation and amortisation

Eligible Employees means full time and part time employees of LifeHealthcare at the date of this Prospectus who are 
resident in Australia

Employee Offer means the invitation to Eligible Employees or New Zealand under this Prospectus, as set out in 
Section 7

Escrow Agreements means the escrow agreements between the Company and the Escrow Shareholders as described 
in Section 7.7

Escrowed Shares means Shares subject to an Escrow Agreement

Espicom means Espicom Limited, a UK-based company with 30 years’ history in providing business 
intelligence on medical devices, pharmaceuticals and healthcare and therapeutics across global 
markets

EURO or EUR means the euro

Existing Investors means the existing shareholders of Lifehealthcare Pty Limited, whose shares will be acquired by 
LifeHealthcare Finance under the Sale Deeds

Expiry Date means the date that is 13 months after the date of this Prospectus, being 8 December 2014

Exposure Period means the seven day period commencing after lodgement of this Prospectus with ASIC during 
which no Applications may be accepted by LifeHealthcare

Historical Financial 
Information

means together the:

• Pro Forma Historical Results;

• Statutory Historical Results;

• Pro Forma Historical Cash Flows;

• Statutory Historical Cash Flows; and

• pro forma consolidated historical balance sheet as at 30 June 2013

Financial Information means together the:

• Historical Financial Information; and

• Forecast Financial Information

Forecast Financial 
Information

means together the:

• Pro Forma Forecast Results;

• Statutory Forecast Results;

• Pro Forma Forecast Cash Flows; and

• Statutory Forecast Cash Flows

Founder Share means the share held by Daren McKennay as described in Section 6.3.1

FY means financial year ended/ending 30 June

Group means the Company and each of its subsidiaries

Guidelines means the ASX Corporate Governance Council’s Corporate Governance Principles and 
Recommendations

Implantable Devices means devices surgically implanted to replace, support or enhance the existing biological structure 
of the body. Examples include spine and joint prostheses

Institutional Investor means an investor to whom offers or invitations in respect of Shares can be made without the 
need for a lodged prospectus, including in Australia persons to whom offers or invitations in 
respect of Shares can be made without the need for a lodged prospectus under section 708 of the 
Corporations Act

Institutional Offer means the invitation to Institutional Investors under this Prospectus, as described in Section 7

Investigating Accountant means PwCS 
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Term Meaning

Investigating 
Accountant’s Report

means the report prepared by the Investigating Accountant set out in Section 8

Investment Allowance 
Scheme

means the investment allowance introduced by the Australian Government in December 2008 in the 
form of an additional tax deduction equal to 10 per cent of the cost of an eligible asset applicable 
to most new tangible depreciating assets, which included most items of plant and equipment over 
$10,000 that were acquired or ordered by businesses from 13 December 2008 to the end of June 
2009 provided that such assets were ready for use by the end of June 2010

IPO means initial public offering of shares in the Company under this Prospectus and Listing

Lead Manager means UBS

LifeHealthcare means the Company and its subsidiaries post Completion of the Offer and Lifehealthcare 
Pty Limited and its subsidiaries prior to Completion of the Offer

LifeHealthcare 
Distribution

means Lifehealthcare Distribution Pty Limited (ACN 117 449 911), a wholly owned subsidiary of 
Lifehealthcare Pty Limited

LifeHealthcare Employee 
Option Plan

means the equity long term incentive plan offered to LifeHealthcare employees, as described in 
Section 9.6.3

LifeHealthcare Finance means LifeHealthcare Finance Pty Limited (ACN 166 526 941)

LifeHealthcare Group 
Limited

means LifeHealthcare Group Limited (ACN 166 525 186), the company seeking the Listing

LifeHealthcare Group 
tax consolidated group

means the tax consolidated group formed by LifeHealthcare Group Limited and LifeHealthcare 
Finance Pty Limited and, upon LifeHealthcare Finance Pty Limited’s acquisition of all the shares 
in Lifehealthcare Pty Limited, will include the Lifehealthcare tax consolidated group

Lifehealthcare 
Pty Limited

means Lifehealthcare Pty Limited (ACN 130 225 599), the holding company of the LifeHealthcare 
group prior to Completion

LifeHealthcare Services means Lifehealthcare Services Pty Ltd (ACN 125 822 068), a wholly owned subsidiary of 
Lifehealthcare Pty Limited

Lifehealthcare tax 
consolidated group

means the tax consolidated group formed by Lifehealthcare Pty Limited and its Australian wholly 
owned subsidiaries

Listing means the admission of the Company to the Official List and the official quotation of its Shares on 
ASX

Listing Rules means the ASX Listing Rules

Management means Daren McKennay, David Wiggins, Matt Muscio, Jarek Kowalczyk, Tom MacFarlane, Anthony 
Strbik and Fraser Cleave

MBS means Medicare Benefits Schedule

Medicare means Australia’s universal health insurance scheme that funds or subsidises the cost of certain 
medical services that are provided out of hospital as well as private in-hospital services 

Medsafe means the New Zealand Medicines and Medical Devices Safety Authority

MTAA means Medical Technology Association of Australia

NPAT means net profit after tax

NPATA means net profit after tax excluding amortisation of specifically identifiable intangibles (net of tax 
effect)

New Banking Facilities means the facility agreements for the provision of four year term debt facilities and a working 
capital facility entered into by Lifehealthcare Pty Limited and Australia and New Zealand

New Shares means 38.3 million Shares offered under this Prospectus

Non-implantable Devices means devices used or consumed during surgical procedures that are not Implantable Devices. 
Examples include surgical instruments, suction liners and bags 

Offer means the invitation by the Company to apply for New Shares
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Term Meaning

Offer Period means the period commencing on the Opening Date and ending on the Closing Date

Offer Price means $2.00 per Share

Official List means the official list of entities that ASX has admitted and not removed

Official Quotation means the quotation of the Shares on ASX for trading purposes

Opening Date means the date the Offer opens, being Tuesday, 19 November 2013 or such other date determined 
by the Board

PHARMAC means Pharmaceutical Management Agency

PHIAC means Private Health Insurance Administration Council

PLAC means Prostheses List Advisory Committee

PwCS means PricewaterhouseCoopers Securities Ltd (ACN 003 311 617), holder of Australian Financial 
Services licence number 244572

Pro Forma Forecast 
Cash Flows

means pro forma consolidated forecast cash flow statements for FY2014, CY2014, H1FY2014 and 
H1FY2015 

Pro Forma Forecast 
Results

means pro forma consolidated forecast income statements for FY2014, CY2014, H1FY2014 and 
H1FY2015

Pro Forma Historical 
Cash Flows

means pro forma consolidated historical cash flow statements for FY2010, FY2011, FY2012 and 
FY2013

Pro Forma Historical 
Results

means pro forma consolidated historical income statements for FY2010, FY2011, FY2012 and FY2013

Prospectus means this document, being a prospectus for the purpose of Chapter 6D of the Corporations Act 
(including the electronic form of this document) and any supplementary or replacement prospectus

PwC means PricewaterhouseCoopers

Retail Investor means an investor who is not an Institutional Investor

Sale Deeds means the deeds described in Section 9.4.1

Share means a fully paid ordinary share in the Company

Share Registry means Computershare Investor Services Pty Limited (ABN 48 078 279 277)

Shareholder means a shareholder of the Company from time to time

Statutory Forecast Cash 
Flows

means statutory consolidated forecast cash flow statements for FY2014, CY2014, H1FY2014 and 
H1FY2015

Statutory Forecast 
Results

means statutory consolidated forecast income statements for FY2014, CY2014, H1FY2014 and 
H1FY2015

Statutory Historical 
Cash Flows

means statutory consolidated historical cash flow statements for FY2010, FY2011, FY2012 and 
FY2013

Statutory Historical 
Results

means statutory consolidated historical income statements for FY2010, FY2011, FY2012 and FY2013
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Term Meaning

Subsidiaries means:

• Lifehealthcare Pty Limited (ACN 130 225 599);

• LifeHealthcare Distribution;

• Lifefinance Pty Limited (ACN 123 284 944);

• LifeHealthcare Services;

• CWL Medical Enterprises Pty Ltd (ACN 096 721 612);

• Incision Medical Pty Limited (ACN 122 217 387);

• LifeHealthcare (Cardiovascular) Pty Limited (ACN 100152 654);

• Taylor Bryant Pty Limited (ACN 004 000 373);

• Austspine Pty Limited (ACN 123 698 528);

• Advanced ORT Pty Ltd (ACN 097 076 483);

• Central Neurophysiology Supplies Pty Ltd (ACN 080 745 955);

• Coefficient Technologies Pty Limited (ACN 106 645 854);

• Surgical Access Pty Ltd (ACN 092 966 142); and

• LifeHealthcare Limited (New Zealand company number 1929585)

Termination Events means those events that may result in termination of the Underwriting Agreement as described in 
Section 9

TFN means tax file number

TGA means Therapeutic Goods Administration, a section of the Australian Government’s Department of 
Health responsible for the regulation of medical devices in Australia

UBS means UBS AG, Australia Branch (ABN 47 088 129 613) of Level 16, Chifley Tower, 2 Chifley Square, 
Sydney NSW 2000

Underwriting Agreement means the underwriting agreement between the Company and the Lead Manager dated 8 November 
2013 as described in Section 9.4.3

US$ or USD means US dollars

Vendor Shares means shares in Lifehealthcare Pty Limited currently held by the Existing Investors

VWAP means volume weighted average price

YTD means year to date
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ASX code: LHC

LifeHealthcare website: www.lifehealthcare.com.au

Appendix C: Corporate Directory

LifeHealthcare Registered Office
Level 8, 
15 Talavera Road
North Ryde NSW 2113

Lead Manager
UBS AG, Australia Branch
Level 16, Chifley Tower
2 Chifley Square
Sydney NSW 2000
Telephone (02) 9324 2000

Australian Legal Adviser
Gilbert + Tobin 
Level 37,  
2 Park Street
Sydney NSW 2000

Investigating Accountant
PricewaterhouseCoopers Securities Ltd 
Darling Park Tower 2 
201 Sussex Street 
Sydney NSW 2000

Auditor
PricewaterhouseCoopers 
Darling Park Tower 2 
201 Sussex Street
Sydney NSW 2000

Taxation Advisor
Deloitte Tax Services Pty Ltd
Level 9, Grosvenor Place 
225 George Street
Sydney NSW 2000

Share registry
Computershare Investor Services Pty Limited
Level 4
60 Carrington Street
Sydney NSW 2000
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