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RESULTS FOR ANNOUNCEMENT TO THE MARKET 
For the six months ended 31 December 2005 

 
 
 
Financial Results  
 
Revenue from ordinary activities 

 
Up 17.3% to $788,715,000 

  
 
Earnings before interest, tax and amortisation (EBITA) 

 
Up 21.9% to $147,124,000 

  
 
Profit  from ordinary activities after tax attributable to 
members 

 
Up 29.4% to $83,195,000 

  
 
Net Profit for the period attributable to members 

 
Up 29.4% to $83,195,000 

  
 
Dividends 
 Amount 

per security 
Franked amount 

per security 
 
Interim dividend 

 
15¢ 

 
15¢ 

   
 
Previous corresponding period 

 
13¢ 

 
13¢ 

 
 
The record date for determining entitlements to the interim dividend will be 6 March 2006.  The interim dividend will 
be paid on 20 March 2006.  The Company’s Dividend Reinvestment Plan remains suspended for this dividend and 
until further notice. 
 
 
 
Earnings per Share 
 Six months 

ended 
31.12.05 

Six months 
ended 

31.12.04 
   
Basic earnings per share 29.6¢ 23.8¢ 
   
 
Diluted earnings per share 

 
29.0¢ 

 
23.4¢ 

   
 
An explanation of the figures reported above is provided in the following pages of this report. 
 
 
 
 
 



 
Sonic Healthcare Limited 

ASX Appendix 4D 
31 December 2005 

 
 
 
 
 
HALF YEAR REPORT 
 
 
 
 
 
 
CONTENTS PAGE 
  
Directors’ Report 2 
  
Consolidated income statement 6 
  
Consolidated balance sheet 7 
  
Consolidated cash flow statement 8 
  
Consolidated statement of changes in equity 9 
  
Notes to the consolidated financial statements 10 
  
Directors’ declaration 28 
  
Independent review report to the members 29 
  
 
 
 
 
 
This interim financial report does not include all the notes of the type normally included in an annual financial report.  
Accordingly, this report is to be read in conjunction with the annual report and annual financial statements for the 
year ended 30 June 2005 and any public announcements made by Sonic Healthcare Limited during the interim 
reporting period in accordance with the continuous disclosure requirements of the Corporations Act 2001. 
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Directors’ Report 
 
Your directors present their report on the consolidated entity consisting of Sonic Healthcare Limited and the 
entities it controlled at the end of, or during, the half-year ended 31 December 2005. 
 
1. Names of Directors 
 
The directors of the company in office during the half year and up to the date of this report are: 
 
Mr B.S. Patterson – Chairman 
Dr C.S. Goldschmidt – Managing Director 
Mr C.D. Wilks – Finance Director 
Mr R.P. Campbell 
Dr P.J. Dubois 
Mr C.J. Jackson 
Mr L.J. Panaccio 
Dr H.F. Scotton 
 
 
2. Review of Operations/Results 
 
 
 

 

 

Reference 

Six 
months 

ended 
31.12.05 

$’000 

Six 
months 

ended 
31.12.04 

$’000 

 
 
 

Movement 
% 

 
Total Revenue 

 
(a) 788,715 

 
672,148 

 
17.3% 

     
Earnings before Interest, Tax, Depreciation 
and Amortisation (EBITDA) 

 
(b) 172,131 

 
144,727 

 
18.9% 

     
 
Depreciation and Lease Amortisation 

 
(c) (25,007) 

 
(23,988) 

 
4.2% 

     
Earnings before Interest, Tax and Intangibles 
Amortisation (EBITA) (b) 147,124 120,739 21.9% 
     
Amortisation of Intangibles (d) (1,302) (714) 82.4% 
     
Net Interest Expense (e) (19,950) (21,229) (6.0)% 
     
Income Tax attributable to Operating Profit (f) (36,695) (27,685) 32.5% 
     
Net Profit attributable to Outside Equity 
Interests 

 
(g) (5,982) 

 
(6,833) 

 
(12.5)% 

 
Net Profit attributable to shareholders of 
Sonic Healthcare Limited  83,195 64,278 

 
 

29.4% 
     
Cash generated from operations (h) 120,086 96,643 24.3% 
     
EPS (diluted earnings per share) (cents) (i) 29.0 23.4 23.9% 
     

(a) Revenue growth 
 
Organic (excluding acquisitions) revenue growth for the period was strong at ~ 7% and was augmented 
by the acquisition of Clinical Pathology Laboratories, Inc. (CPL) from 1 October 2005 and a full 6 
months of the acquisitions made in the previous year. 
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Directors’ Report (cont) 
 
 
  Six 

months 
ended 

31.12.05 

Six 
months 

ended 
31.12.04 

 
 
 

Movement 
 

(b) Margin analysis 
    

 
EBITA as a % of Revenue 

  
18.7% 

 
18.0% 

 
70 bps* 

     
*bps = basis points of margin     

 
Margin expansion was very strong due to revenue growth, extraction of synergies and efficiency 
improvements.  This margin expansion has been mitigated by the acquisition of Clinical Pathology 
Laboratories, Inc. (CPL) (acquired 1 October 2005) and by a full 6 months of Independent Practitioner 
Network Limited (IPN) (acquired 26 August 2004).  Both of these entities reported lower margins than 
the average of Sonic’s other businesses. 

 
(c) Depreciation 

 
 Depreciation and leased asset amortisation has increased 4.2% against the comparative period due 

mainly to the acquisition of CPL on 1 October 2005.  As a percentage of total revenue, depreciation 
and leased asset amortisation has decreased from 3.6% in the comparative period to 3.2% in the 
current period. 

 
(d) Intangibles amortisation 

 
Intangibles amortisation mainly relates to internally developed software. 

 
(e) Interest expense 

 
 Net interest expense has decreased 6.0% on the comparative period (despite increased debt as a 

result of the CPL acquisition) due to lower margins on Sonic’s new senior debt facility established in 
December 2004, and a change in the mix of currencies borrowed after the acquisition of CPL (funded 
in USD) and subsequent capital raisings (in AUD).  Appropriate interest rate hedging arrangements 
are in place. 

 
(f) Tax rate 

 
The effective tax rate of 29.2% is higher than the comparative period (28.0%) mainly because the 
comparative period included deductible goodwill amortisation in the Schottdorf Group (see ‘g’ below). 

 
(g) Outside equity interests 

 
The current period outside equity interest figure includes minority interests in CPL for the 3 months 
since acquisition, the Schottdorf Group and IPN, in addition to minority interests in other (small) 
entities in the group.  The comparative period figure excludes CPL. 
 

 The profit (and therefore the minority interests’ profit share) for the Schottdorf Group for the 
comparative period was significantly increased by tax deductions associated with goodwill 
amortisation within the Schottdorf Group.  This goodwill was fully amortised at 31 December 2004, 
and therefore no similar tax credits were available in the current period. 

 
(h) Cashflow from operations 

 
 Cash generated from operations increased 24.3% compared to the comparative period, slightly 

higher than cash profit (net profit plus depreciation, intangibles amortisation and outside equity 
interests). 
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Directors’ Report (cont) 
 
 

(i) Earnings per share 
 

Diluted earnings per share increased 23.9% due mainly to earnings growth and the positive effect of 
CPL and other synergistic acquisitions. 
 

Under AIFRS, Sonic is required to show as at 31 December 2005 the full amount of the CPL acquisition 
bridge debt facility ($403.4million) as a current liability, as it expires in March 2006.  As a result the 
Consolidated Balance Sheet shows a deficiency of working capital of $398.9 million.  Sonic is in the process of 
refinancing the bridge facility with senior debt, and has already received commitments (subject only to 
finalising documentation) for a revised senior debt facility of $1 billion, more than sufficient to repay the bridge. 

 
3. Subsequent Event 
 
Subsequent to period end, the directors declared a dividend of 15 cents per ordinary share fully franked (at 
30%) payable on 20 March 2006 with a record date of 6 March 2006.   The interim dividend represents a 
15.4% increase on the comparative period.  The Company’s Dividend Reinvestment Plan remains suspended 
for this dividend and until further notice. 
 
4. Auditor’s Independence Declaration 
 
A copy of the auditor’s independence declaration as required under section 307C of the Corporations Act 
2001 is attached to this half year report. 
 
5. Rounding of Amounts to Nearest Thousand Dollars 
 
The company is a kind referred to in Class Order 98/0100 issued by the Australian Securities & 
Investments Commission, relating to the “rounding off” of amounts in the directors’ report and financial 
report. Amounts in the directors’ report and financial report have been rounded off to the nearest thousand 
dollars in accordance with that Class Order. 
 
 
 
This report is made in accordance with a resolution of the directors. 
 
 
 

 
Dr C.S. Goldschmidt 
Director 
 
 

 
C.D. Wilks 
Director 
 
Sydney 
22 February 2006 
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As lead auditor for the review of Sonic Healthcare Limited for the half year ended 31 
December 2005, I declare that to the best of my knowledge and belief, there have 
been: 
 
a) no contraventions of the auditor independence requirements of the Corporations 

Act 2001 in relation to the review; and 
b) no contraventions of any applicable code of professional conduct in relation to the 

review. 
 
This declaration is in respect of Sonic Healthcare Limited and the entities it controlled during the period. 

 

 

Brian Hunter          
Partner         Sydney 
PricewaterhouseCoopers       22 February 2006 

 
PricewaterhouseCoopers 
ABN 52 780 433 757 
 
Darling Park Tower 2 
201 Sussex Street 
GPO BOX 2650 
SYDNEY  NSW  1171 
DX 77 Sydney 
Australia 
www.pwc.com/au 
Telephone +61 2 8266 0000 
Facsimile +61 2 8266 9999 
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CONSOLIDATED INCOME STATEMENT 
For the half year ended 31 December 2005 

 
 

    

 Notes Six months 
ended 

31.12.05 
$’000 

Six months 
ended 

31.12.04 
$’000 

    
Revenue from operations  782,782 669,996 
Other income  5,933 2,152 
Total  788,715 672,148 
    
Labour and related costs  (355,772) (298,754) 
Consumables used  (117,568) (104,808) 
Operating lease rental expense  (37,571) (30,090) 
Depreciation and amortisation of physical assets  (25,007) (23,988) 
Borrowing costs expense  (21,105) (21,887) 
Repairs and maintenance  (19,064) (16,246) 
Utilities  (18,834) (15,600) 
Amortisation of intangibles  (1,302) (714) 
Other expenses from ordinary activities  (66,620) (61,265) 

 
Profit before income tax expense 

  
125,872 

 
98,796 

Income tax expense  (36,695) (27,685) 
 
Profit after income tax expense 

  
89,177 

 
71,111 

Net profit attributable to outside equity interests  (5,982) (6,833) 
 
Profit attributable to members of Sonic Healthcare Limited 

  
83,195 

 
64,278 

    
Basic earnings per share (cents per share) 4 29.6 23.8 
 
Diluted earnings per share (cents per share) 

 
4 

 
29.0 

 
23.4 

 
 
 
 
The above statement should be read in conjunction with the accompanying notes. 
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CONSOLIDATED BALANCE SHEET 
As at 31 December 2005 

 
 

Notes 
31.12.05 

$’000 
30.6.05 

$’000 
 
Current assets  

  

Cash and cash equivalents  50,773 31,914 
Other financial assets  1,185 - 
Receivables  175,534 146,110 
Inventories  28,820 23,813 
Other  18,667 10,253 

Total current assets  274,979 212,090 
    
Non-current assets    

Receivables  4,024 4,017 
Other financial assets  10,111 10,682 
Property, plant and equipment  300,092 264,079 
Intangible assets  1,669,026 1,268,393 
Deferred tax assets  39,834 40,913 
Other  1,244 1,211 

Total non-current assets  2,024,331 1,589,295 
    
Total assets  2,299,310 1,801,385 
    
Current liabilities    

Payables  121,639 102,282 
Interest bearing liabilities 6 441,171 40,035 
Current tax liabilities  5,323 6,629 
Provisions  69,061 61,266 
Other financial liabilities  193 - 
Other  36,506 5,028 

Total current liabilities  673,893 215,240 
    
Non-current liabilities    

Payables  - 35 
Interest bearing liabilities  357,644 616,610 
Deferred tax liabilities   5,828 5,553 
Provisions  18,703 19,100 

Total non-current liabilities  382,175 641,298 
    
Total liabilities  1,056,068 856,538 
    
Net assets  1,243,242 944,847 
    
Equity    

Parent entity interest    
Contributed equity 7 1,169,950 909,912 
Reserves 9 11,812 6,648 
Accumulated profits  48,492 30,055 

Total parent entity interest  1,230,254 946,615 
Outside equity interests in controlled entities  12,988 (1,768) 

    
Total equity  1,243,242 944,847 
 
  

  

 
The above statement should be read in conjunction with the accompanying notes. 
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CONSOLIDATED CASH FLOW STATEMENT 
For the half year ended 31 December 2005 
 
 

  Six months 
ended 

31.12.05 
$’000 

Six months 
ended 

31.12.04 
$’000 

 
Cash flows from operating activities 

  
 

Receipts from customers (inclusive of goods and services tax)  822,582 712,145 
Payments to suppliers and employees (inclusive of goods and 
services tax) 

 
(646,000) (558,850) 

  176,582 153,295 
Interest received  1,201 658 
Borrowing costs  (24,300) (23,454) 
Income taxes paid  (33,397) (33,856) 
Net cash inflow from operating activities  120,086 96,643 

    
Cash flows from investing activities    

Payment for purchase of controlled entities, net of cash acquired  (375,863) (109,627) 
Payments for property, plant and equipment and other assets  (43,974) (22,439) 
Proceeds from sale of non current assets  2,216 1,143 
Payments for investments  (385) (1,005) 
Repayment of loans by other entities  945 912 
Loans to other entities  (869) (110) 
Payment for restructuring activities  - (1,514) 
Net cash (outflow) from investing activities  (417,930) (132,640) 

    
Cash flows from financing activities    

Proceeds from issues of shares  258,577 23,177 
Proceeds from borrowings  513,009 148,896 
Repayment of borrowings  (392,169) (59,904) 
Dividends paid  (63,367) (54,216) 
Net cash inflow from financing activities  316,050 57,953 

    
Net increase in cash and cash equivalents  18,206 21,956 
Cash and cash equivalents at the beginning of the financial period  31,914 17,343 
Effects of exchange rate changes on cash and cash equivalents   653 (148) 
 
Cash and cash equivalents at the end of the financial period 

 
 50,773 39,151 

   
    

 
 
 
The above statement should be read in conjunction with the accompanying notes. 
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY 
For the half year ended 31 December 2005 

 
 

 
 Six months 

ended 
31.12.05 

$’000 

Six months 
ended 

31.12.04 
$’000 

  
  
Total equity at the beginning of the half year 944,847 849,784 
   
Adjustment on initial adoption of AASB 132 and AASB 139:   
 Retained profits (1,351) - 
 Reserves 516 - 
Exchange differences on translation of foreign operations 2,189 298 
Cash flow hedges (net of tax) 142 - 
Equity instrument expense 2,825 2,027 
Net income recognised directly in equity  4,321 2,325 
Profit for the half year 89,177 71,111 
Total recognised income and expense for the half year 93,498 73,436 
   
   
Transactions with equity holders in their capacity as equity holders:   
 Contributions of equity, net of transaction costs 259,512 23,406 
  Dividends paid (63,367) (54,216) 
Minority interest on acquisition of subsidiary 9,729 (1,383) 
Distribution to minority interests in subsidiaries (977) - 
  
Total equity at the end of half year 1,243,242 

 
891,027 

   
Total recognised income and expense for the half year is attributable to:   
 Members of Sonic Healthcare Limited 87,516 66,603 
  Minority interest 5,982 6,833 
 93,498 73,436 
   
   

 
 

 The above statement should be read in conjunction with the accompanying notes. 
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 
For the half year ended 31 December 2005 
 
 
 

Note 1  Summary of significant accounting policies 
 
 
This general purpose financial report for the interim half-year reporting period ended 31 December 2005 has 
been prepared in accordance with AASB 134 Interim Financial Reporting and the Corporations Act 2001. 
 
This interim financial report does not include all the notes of the type normally included in an annual financial 
report.  Accordingly, this report is to be read in conjunction with the annual report for the year ended 30 June 
2005, the 2005 Annual Financial Statements and any public announcements made by Sonic Healthcare 
Limited during the interim reporting period in accordance with the continuous disclosure requirements of the 
Corporations Act 2001. 
 
The principal accounting policies adopted in the preparation of the financial report are set out below. These 
policies have been consistently applied to all the periods presented, unless otherwise stated. 
 
Application of AASB 1 First-time Adoption of Australian Equivalents to International Financial Reporting 
Standards 
This interim financial report is the first Sonic Healthcare Limited interim financial report to be prepared in 
accordance with AIFRS. AASB 1 First time Adoption of Australian Equivalents to International Financial 
Reporting Standards has been applied in preparing these financial statements. 
 
Financial statements of Sonic Healthcare Limited until 30 June 2005 had been prepared in accordance with 
previous Australian Generally Accepted Accounting Principles (AGAAP). AGAAP differs in certain respects 
from AIFRS. When preparing the interim financial report for the half year ended 31 December 2005, 
management has amended certain accounting, valuation and consolidation methods applied in the previous 
AGAAP financial statements to comply with AIFRS. With the exception of financial instruments, the 
comparative figures were restated to reflect these adjustments.  
 
The consolidated entity has taken the exemption available under AASB 1 to only apply AASB 132 Financial 
Instruments: Disclosure and Presentation and AASB 139 Financial Instruments: Recognition and 
Measurement from 1 July 2005.  Sonic’s comparative figures relating to investments, financial instruments and 
other financial assets are reported under AGAAP.  Further information on previous AGAAP is set out in the 
2005 Annual Financial Statements. 
 
Reconciliations and descriptions of the effect of transition from previous AGAAP to AIFRS on the consolidated 
entity’s equity and its net income are given in note 14. 
 
Historical cost convention 
These financial statements have been prepared under the historical cost convention, as modified by the 
revaluation of financial assets and liabilities (including derivative instruments) at fair value through profit or 
loss. 
 
(a) Principles of consolidation 

The consolidated financial statements incorporate the assets and liabilities of all entities controlled by 
Sonic Healthcare Limited ("company" or "parent entity") as at 31 December 2005 and the results of all 
controlled entities for the half year then ended. Sonic Healthcare Limited and its controlled entities 
together are referred to in this financial report as the consolidated entity.  The effects of all transactions 
between entities in the consolidated entity are eliminated in full.  Outside equity interests in the results 
and equity of controlled entities are shown separately in the consolidated statement of financial 
performance and statement of financial position respectively. 
 
Where control of an entity is obtained during a reporting period, its results are included in the 
consolidated statement of financial performance from the date on which control commences. Where 
control of an entity ceases during a reporting period its results are included for that part of the period 
during which control existed. 
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 
For the half year ended 31 December 2005 

 
Note 1  Summary of significant accounting policies (cont) 
 
 
(b) 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 national income tax rate for each jurisdiction adjusted by changes in deferred tax 
assets and liabilities attributable to temporary differences between the tax bases of assets and liabilities 
and their carrying amounts in the financial statements, and to unused tax losses. 
Income tax on cumulative temporary differences is set aside to the deferred income tax or the future 
income tax benefit accounts at the rates which are expected to apply when those temporary differences 
reverse. 
 
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 liabilities and assets are not recognised for temporary differences between the carrying 
amount and tax bases of investments in controlled entities where the parent entity 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. 
 
Current and deferred tax balances attributable to amounts recognised directly in equity are also 
recognised directly in equity. 
 
Sonic Healthcare Limited and its wholly-owned Australian controlled entities implemented the tax 
consolidation legislation with effect from 30 June 2004, and have notified the Australian Taxation Office 
of this event.  In addition to its own current and deferred tax amounts Sonic Healthcare Limited, as the 
head entity in the tax consolidated group, also recognises the current tax liabilities (or assets) assumed 
from the controlled entities in the tax consolidated group.  Under tax sharing and funding agreements 
amounts receivable or payable between the tax consolidated entities are recognised within amounts 
receivable/payable to controlled entities. 

 
 
(c) Foreign currency translation 

(i) Functional and presentation currency 
Items included in the financial statements of each entity are measured using the currency of 
the primary economic environment in which the entity operates (‘the functional currency’). The 
consolidated financial statements are presented in Australian dollars, which is Sonic 
Healthcare Limited’s functional and presentation currency. 

 
(ii) Transactions 

Foreign currency transactions are initially translated into Australian currency at the rate of 
exchange at the date of the transaction. At balance date amounts payable and receivable in 
foreign currencies are translated to Australian currency at rates of exchange current at that 
date. Resulting exchange differences are recognised in determining the profit or loss for the 
year.  

 
(iii) Foreign controlled entity 

The assets and liabilities of foreign controlled entities are translated into Australian currency at 
rates of exchange current at balance date, while their revenues and expenses are translated 
at the average of rates ruling during the year.  Exchange differences arising on translation are 
taken to the foreign currency translation reserve. 
 
Differences on foreign currency borrowings that provide a hedge against a net investment in a 
foreign entity are taken directly to the foreign currency translation reserve. 
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 
For the half year ended 31 December 2005 

 
 

Note 1  Summary of significant accounting policies (cont) 
 
(d) Acquisitions of assets 

The purchase method of accounting is used for all acquisitions of assets regardless of whether equity 
instruments or other assets are acquired. Cost is measured as the fair value of the assets given up, 
shares issued or liabilities undertaken at the date of acquisition plus incidental costs directly attributable 
to the acquisition. Where equity instruments are issued in an acquisition, these are fair valued.  
Transaction costs arising on the issue of equity instruments are recognised directly in equity. 
 
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 the acquisition.  The discount rate used is the 
incremental borrowing rate, being the rate at which a similar borrowing could be obtained from an 
independent financier under comparable terms and conditions. 
 
Goodwill is brought to account on the basis described in Note 1(l)(i). 
 
Where an entity or operation is acquired and the fair value of the identifiable net assets acquired, 
exceeds the cost of acquisition, the difference, representing a discount on acquisition, is recognised 
directly in the income statement. 

 
(e) Revenue recognition 

Amounts disclosed as revenue are net of returns, trade allowances and duties and taxes paid.  Medical 
services revenue is recognised on a completed test basis.  Revenue from other services is recognised 
when the service has been provided.  Rental income is recognised by allocating minimum lease 
payments on a basis representative of the pattern of services rendered through the provision of the 
leased asset. 

 
(f) Receivables 

All trade debtors are initially recognised at their fair value being the amounts receivable.  They are 
generally settled within 40 days.  
 
Collectibility of trade debtors is reviewed on an ongoing basis.  Debts which are known to be 
uncollectible are written off in the period in which they are identified.  A provision for doubtful debts is 
raised during the year and adjusted following a review of all outstanding amounts at balance date. 

 
(g) Inventories 

Inventories, comprising consumable stores stock, are valued at the lower of cost and net realisable 
value.  Costs are assigned to individual items of inventory on the first in, first out (FIFO) basis.  

 
(h) Recoverable amount of assets 

At each reporting date, Sonic assesses whether there is any indication that an asset may be impaired.  
Where an indicator of impairment exists, Sonic makes a formal estimate of recoverable amount.  
Where the carrying amount of an asset exceeds its recoverable amount the asset is considered 
impaired and is written down to its recoverable amount. 
 
Recoverable amount is the greater of fair value less costs to sell and value in use.  It is determined for 
an individual asset, unless the asset’s value in use cannot be estimated to be close to its fair value less 
costs to sell and it does not generate cash inflows that are largely independent of those from other 
assets or group of assets, in which case, the recoverable amount is determined for the cash-generating 
unit to which the asset belongs. 
 
In assessing the value in use, the estimated future cash flows are discounted to their present value 
using a pre-tax discount rate that reflects current market assessments of the time value of money and 
the risks specific to the asset. 
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 
For the half year ended 31 December 2005 

 
Note 1  Summary of significant accounting policies (cont) 
 
(i) Investments and other financial assets 

 
Sonic classifies its investments in the following categories: financial assets at fair value through profit or 
loss, loans and receivables, held to maturity investments, and available for sale financial assets. The 
classification depends on the purpose for which the investments were acquired. Management 
determines the classification of its investments at initial recognition and re-evaluates this designation at 
each reporting date. 

With the exception loans and receivables which are measured at amortised cost (refer below), fair value 
is the measurement basis. Changes in fair value are either taken to the income statement or an equity 
reserve depending upon the classification of the investment.  

(i) Financial assets at fair value through profit or loss 
A financial asset is classified in this category if acquired principally for the purpose of selling in the short 
term or if so designated by management. The assets in this category are classified as current assets. 

(ii) Loans and receivables 
Loans and receivables are non derivative financial assets with fixed or determinable payments that are 
not quoted in an active market. They arise when the consolidated entity provides money, goods or 
services directly to a debtor with no intention of selling the receivable. They are included in current 
assets, except for those with maturities greater than 12 months after the balance sheet date which are 
classified as non-current assets. Loans and receivables are included in receivables in the balance 
sheet. 
 
(iii) Held-to-maturity investments 
Held-to-maturity investments are non-derivative financial assets with fixed or determinable payments 
and fixed maturities that management has the positive intention and ability to hold to maturity. 
 
(iv) Available-for-sale financial assets 
Available-for-sale financial assets are non-derivatives that are either designated in this category or not 
classified in any of the other categories.  
 
Investments are initially recognised at cost being the fair value of the consideration given plus 
transaction costs associated with the investment. Financial assets are derecognised when the rights to 
receive cash flows from the financial assets have expired or have been transferred and the consolidated 
entity has transferred substantially all the risks and rewards of ownership. 
 
Available-for-sale financial assets and financial assets at fair value through profit and loss are 
subsequently carried at fair value. Loans and receivables and held-to-maturity investments are carried 
at amortised cost using the effective interest method. Realised and unrealised gains and losses arising 
from changes in the fair value of the ‘financial assets at fair value through profit or loss’ category are 
included in the income statement in the period in which they arise. Unrealised gains and losses arising 
from changes in the fair value of non monetary securities classified as available-for-sale are recognised 
in equity in the available-for-sale investments revaluation reserve. When securities classified as 
available-for-sale are sold or impaired, the accumulated fair value adjustments are included in the 
income statement as gains and losses from investment securities. 
 
The fair values of quoted investments at fair value through profit and loss are based on current market 
prices. If the market for a financial asset is not active (and for unlisted securities), the consolidated 
entity establishes fair value by using valuation techniques. These include reference to the fair values of 
recent arm’s length transactions, involving the same instruments or other instruments that are 
substantially the same, discounted cash flow analysis, and appropriate pricing models. 
 
The consolidated entity assesses at each balance date whether there is evidence that a financial asset 
or group of financial assets is impaired. 

 



 
Sonic Healthcare Limited 

ASX Appendix 4D 
31 December 2005 

 

 Page 14 of 30 

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 
For the half year ended 31 December 2005 
 

Note 1  Summary of significant accounting policies (cont) 
 

(j) Property, plant and equipment 
Property, plant and equipment is stated at cost less accumulated depreciation and any impairment in 
value. 
 
Depreciation is calculated on a straight line basis to write off the net cost of each item of property, plant 
and equipment (excluding land) over its expected useful life to the consolidated entity.  Estimates of 
remaining useful lives are made on a regular basis for all assets, with annual reassessments for major 
items.  The expected useful lives are as follows: 
 
Buildings and improvements 40 years 
Plant and equipment 3 - 15 years 
 
The cost of improvements to or on leasehold properties is amortised over the unexpired period of the 
lease or the estimated useful life of the improvement to the consolidated entity, whichever is the shorter 
(generally 7- 40 years). 

 
The carrying values of property, plant and equipment are reviewed for impairment when events or 
changes in circumstances indicate the carrying value may not be recoverable.  For an asset that does 
not generate largely independent cash inflows, the recoverable amount is determined for the cash-
generating unit to which the asset belongs.  If any such indication exists and where the carrying values 
exceed the estimated recoverable amount, the assets or cash-generating units are written down to their 
recoverable amount.  The recoverable amount of property, plant and equipment is the greater of fair 
value less costs to sell and value in use.  An item of property, plant and equipment is derecognised 
upon disposal or when no future economic benefits are expected to arise from the continued use of the 
asset.  Any gain or loss arising on derecognition of the asset (calculated as the difference between the 
net disposal proceeds and the carrying amount of the item) is included in the income statement in the 
period the item is derecognised. 

 
(k) Leases  

Finance leases, which transfer to Sonic substantially all the risks and benefits incidental to ownership of 
the leased item, are capitalised at the inception of the lease at the fair value of the leased asset or, if 
lower, at the present value of the minimum lease payments. 
 
Lease payments are apportioned between the finance charges and reduction of the lease liability so as 
to achieve a constant rate of interest on the remaining balance of the liability.  Finance charges are 
charged directly against income. 
 
Capitalised leased assets are depreciated over the shorter of the estimated useful life of the asset or 
the lease term. 
 
Leases where the lessor retains substantially all the risks and benefits of ownership of the asset are 
classified as operating leases.  Operating lease payments are recognised as an expense in the income 
statement on a straight-line basis over the lease term. 
 
Future payments for surplus leased space under non-cancellable operating leases are recognised as a 
liability, net of sub-leasing revenue, in the period in which it is determined that the leased space will be 
of no future benefit to the consolidated entity. 
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 
For the half year ended 31 December 2005 

 
Note 1  Summary of significant accounting policies (cont) 
 
(l) Intangible assets   

(i) Goodwill 
Goodwill represents the excess of the cost of the business combination over the acquirer’s 
interest in the net fair value of identifiable assets and liabilities acquired.  Following initial 
recognition, goodwill is measured at cost less any accumulated impairment losses. Goodwill 
acquired in business combinations is not amortised. Instead, goodwill is tested for impairment 
annually, or more frequently if events or changes in circumstances indicate that the carrying 
value may be impaired. 
 
Any goodwill acquired is allocated to each of the cash-generating units expected to benefit from 
the combination’s synergies.  Impairment is determined by assessing the recoverable amount of 
the cash-generating unit to which the goodwill relates.   Where the recoverable amount of the 
cash-generating unit is less than the carrying amount, an impairment loss is recognised. 
 
Gains and losses on the disposal of an entity include the carrying amount of goodwill relating to 
the entity sold. 
 

(ii) Intangible assets acquired from a business combination 
Intangible assets acquired from a business combination are capitalised at fair value as at the 
date of acquisition.  Following initial recognition, the cost model is applied to the class of 
intangible assets. 
 
The useful lives of these intangible assets are assessed to be either finite or indefinite. 
 
Where amortisation is charged on assets with finite lives, this expense is taken to the income 
statement. 
 
Intangible assets (other than software development costs) created within the business are not 
capitalised and expenditure is charged against profits in the period in which the expenditure is 
incurred. 
 
Intangible assets are tested for impairment where an indicator of impairment exists, and in the 
case of indefinite life intangibles annually, either individually or at the cash generating unit level.  
Useful lives are also examined on an annual basis and adjustments, where applicable, are 
made on a prospective basis. 
 
Included in intangibles is the value of certain brand names acquired as part of the purchase of 
certain pathology businesses and controlled entities.  Sonic’s brand names have been assessed 
as having an indefinite useful life.  No deferred tax assets relating to these brand names have 
been recognised. 
 

(iii) Software development 
Expenditure on software development is capitalised when its future recoverability can 
reasonably be assured. The expenditure capitalised comprises all directly attributable costs. 
Other development expenditure is recognised in the income statement as an expense as 
incurred. Capitalised development expenditure is stated at cost less accumulated amortisation. 
Amortisation is calculated using the straight-line method to allocate the cost over the period of 
the expected benefit.  The carrying value is reviewed for impairment annually, or more 
frequently if an indicator of impairment arises. 
 

Gains or losses arising from the derecognition of an intangible asset are measured as the difference 
between the net disposal proceeds and the carrying amount of the asset and are recognised in the 
income statement when the asset is derecognised. 

 
(m) Trade and other creditors 

These amounts represent liabilities for goods and services provided to the consolidated entity prior to 
the end of the financial year and which are unpaid.  The amounts are unsecured and are usually paid 
within 30 days of recognition. 
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 
For the half year ended 31 December 2005 

 
Note 1  Summary of significant accounting policies  (cont) 
 
 
(n) Interest bearing liabilities 

All loans and borrowings are initially recognised at cost.  Thereafter interest bearing loans and 
borrowings are measured at amortised cost using the effective interest method.  Interest is accrued 
over the period it becomes due and is recorded as part of other creditors. 

 
(o) Derivative financial instruments 

Derivatives are initially recognised at fair value on the date a derivative contract is entered into and are 
subsequently remeasured to their fair value.  Changes in fair value are either taken to the income 
statement or an equity reserve (refer below).  The method of recognising the resulting gain or loss 
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 fair value hedges or cash flow 
hedges. 
 
The Group documents at the inception of the 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. 
 
 (i) Fair value hedge 
 Changes in the fair value of derivatives that are designated and qualify as fair value hedges are 
recorded in the income statement, together with any changes in the fair value of the hedged asset or 
liability that are attributable to the hedged risk. 
  
 (ii) Cash flow hedge 
The effective portion of changes in the fair value of derivatives that are designated and qualify as cash 
flow hedges is recognised in equity in the hedging reserve. The gain or loss relating to the ineffective 
portion is recognised immediately in the income statement. 

Amounts accumulated in equity are recycled in the income statement in the periods when the hedged 
item will affect profit or loss.   

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 the income statement. When 
a forecast transaction is no longer expected to occur, the cumulative gain or loss that was reported in 
equity is immediately transferred to the income statement. 

For derivatives that do not qualify for hedge accounting, any gains or losses arising from changes in fair 
value are taken directly to the income statement. 

At the date of transition (1 July 2005) the group’s interest rate swaps were determined to be cash flow 
hedges which met the requirements for hedge accounting. 

Accordingly on transition the fair values of the swaps were recognised as financial assets and financial 
liabilities, and were recognised in equity. 

The fair value of the Group’s cash flow hedges are determined by external advisors using appropriate 
valuation techniques. 
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 
For the half year ended 31 December 2005 
 

Note 1  Summary of significant accounting policies  (cont) 
 
(p) Employee benefits 

(i) Wages and salaries, annual leave 
 Liabilities for wages and salaries and annual leave are recognised, and are measured at the 
amounts expected to be paid when the liabilities are settled. 
 

(ii) Long service leave 
The liability for long service leave expected to be settled within 12 months of the reporting date is 
recognised in the provision for employee benefits and is measured in accordance with (i) above.  
The liability for long service leave expected to be settled more than 12 months from the reporting 
date is recognised in the non-current 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 reporting date. 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 reporting date on national government bonds with terms to 
maturity that match, as closely as possible, the estimated future cash outflows. 
 

(iii) Profit sharing and bonus plans 
 A liability for employee benefits in the form of profit sharing and bonus plans is recognised in 

other creditors when there is no realistic alternative but to settle the liability and at least one of 
the following conditions is met: 
- there are formal terms in the plan for determining the amount of the benefit 
- the amounts to be paid are determined before the time of completion of the financial report, 
 or 
- past practice gives clear evidence of the amount of the obligation. 

 
Liabilities for profit sharing and bonus plans are expected to be settled within 12 months and are 
measured at the amounts expected to be paid when they are settled. 

 
(iv) Employee benefit on-costs 

 Employee benefit on-costs, including payroll tax, are recognised and included in employee 
benefit liabilities and costs when the employee benefits to which they relate are recognised as 
liabilities. 

 
(v) Equity-based compensation benefits 

Share-based compensation benefits are provided to employees under various plans. 
 
Share options granted before 7 November and/or vested before 1 January 2005 
No expense is recognised in respect of these options. The shares are recognised when the 
options are exercised and the proceeds received are allocated to share capital. 
 
Shares options granted after 7 November 2002 and vested after 1 January 2005 
The fair value of equity remuneration granted under the various employee plans is recognised as 
an expense with a corresponding increase in equity. The fair value is measured at grant date and 
recognised over the period during which the employees become unconditionally entitled to the 
shares and options (“the vesting period”). 
 
The fair value at grant date is determined using an appropriate binomial pricing model that takes 
into account the exercise price, the term of the option, the vesting and performance criteria, the 
impact of dilution, the non-tradeable nature of the option, the share price at grant date and 
expected price volatility of the underlying share, the expected dividend yield and the risk-free 
interest rate for the term of the arrangement. 
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 
For the half year ended 31 December 2005 

 
Note 1  Summary of significant accounting policies  (cont) 
 
 

The fair value of the options and shares granted excludes the impact of any non-market vesting 
conditions. Non-market vesting conditions are included in assumptions about the number of 
shares and options that are expected to vest. At each balance sheet date, the entity revises its 
estimate of the number of shares and options that are expected to vest. The employee benefit 
expense recognised each period takes into account the most recent estimate. 
 
No expense is recognised for shares and options that do not ultimately vest. 
 
Upon the exercise of options, the balance of the share-based payments reserve relating to those 
options is transferred to share capital. 
 
The dilutive effect, if any, of outstanding shares and options is reflected as additional share 
dilution in the computation of diluted earnings per share. 
 

 
(q) Borrowing costs 

Borrowing costs are recognised as expenses in the period in which they are incurred.  Borrowing costs 
include: 
- interest on bank overdrafts, short-term and long-term borrowings, including amounts paid or 

received on interest rate swaps 
- amortisation of discounts or premiums relating to borrowings 
- amortisation of ancillary costs incurred in connection with the arrangement of borrowings 
- finance lease charges 

 
(r) Contributed equity 

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.  

 
(s) Cash and cash equivalents 

Cash and cash equivalents comprise cash at bank and in hand, and deposits at call with financial 
institutions which are readily convertible to cash on hand and are subject to an insignificant risk of 
changes in value. 
 
For the purposes of the Cash Flow Statement, cash and cash equivalents consist of cash and cash 
equivalents as defined above, net of outstanding bank overdrafts. 

 
(t) Earnings per share 

(i)  Basic earnings per share 
 Basic earnings per share is determined by dividing net profit after income tax attributable to 

members of the company by the weighted average number of ordinary shares outstanding during 
the financial year. 

 
(ii)  Diluted earnings per share 
  Diluted earnings per share adjusts the figures used in the determination of basic earnings per 

share by taking into account the weighted average number of shares assumed to have been 
issued for no consideration in relation to dilutive potential ordinary shares. 
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 
For the half year ended 31 December 2005 
 

Note 1  Summary of significant accounting policies  (cont) 
 
(u) Segment information 

 
Segment revenues, expenses, assets and liabilities are those that are directly attributable to a segment 
and the relevant portion that can be allocated to the segment on a reasonable basis.  The carrying 
amounts of certain assets used jointly by segments are allocated based on reasonable estimates of 
usage. 
 
Segment revenues, expenses and results include transfers between segments.  Such transfers are 
priced on an “arm’s-length” basis and are eliminated on consolidation. 

 
(v) Dividends 

Provision is made for the amount of any dividend declared, determined or publicly recommended by the 
directors on or before the end of a financial period but not distributed at balance date. 

 
(w) Repairs and maintenance 

Plant and equipment and premises occupied require repairs and maintenance from time to time in the 
course of operations.  The costs associated with repairs and maintenance are charged as expenses as 
incurred, except where they relate to an improvement in the useful life of an asset, in which case the 
costs are capitalised and depreciated in accordance with Note 1(j). 

 
(x) Non-current assets (or disposal groups) held for sale 

Non-current assets (or disposal groups) held for sale are stated at the lower of their carrying amount 
and fair value less costs to sell if their carrying amount will be recovered principally through a sale 
transaction rather than through continuing use. 
 
An impairment loss is recognised for any initial or subsequent write down of the asset (or disposal 
group) to fair value less costs to sell.  A gain is recognised for any subsequent increases in fair value 
less costs to sell of an asset (or disposal group).  A gain or loss not previously recognised by the date 
of the sale of the non-current asset (or disposal group) is recognised at the date of derecognition. 
 

(y) Rounding of amounts 
The company is of a kind referred to in Class Order 98/0100, issued by the Australian Securities & 
Investments Commission, relating to the “rounding off” of amounts in the financial report.  Amounts in 
the financial report have been rounded off in accordance with that Class Order to the nearest thousand 
dollars, or in certain cases, to the nearest dollar. 
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 
For the half year ended 31 December 2005 
 
Note 2  Segment information 
 

 
 

Primary Reporting – Business Segments 
 

Half Year ended  
31 December 2005 

Pathology 
$’000 

Radiology 
$’000 

Other 
$’000 

Eliminations 
$’000 

Consolidated 
$’000 

      
Total segment revenue 579,957 158,194 51,227 (1,818) 787,560 
Interest income     1,155 
Total revenue     788,715 
      
Segment result 120,364 28,791 (3,333) - 145,822 
Unallocated net interest 
expense     (19,950) 
Profit before tax     125,872 
Income tax expense     (36,695) 
Profit after income tax 
expense     89,177 
      

 
 
 
 
Primary Reporting – Business Segments 
 
Half Year ended  
31 December 2004 

Pathology 
$’000 

Radiology 
$’000 

Other 
$’000 

Eliminations 
$’000 

Consolidated 
$’000 

      
Total segment revenue 496,367 147,483 28,674 (1,034) 671,490 
Interest income     658 
Total revenue     672,148 
      

Segment result  100,583 26,233 (6,791) 
 

- 120,025 
Unallocated net interest 
expense     (21,229) 
Profit before tax     98,796 
Income tax expense     (27,685) 
Profit after income tax 
expense     71,111 
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 
For the half year ended 31 December 2005 

 
 Six months 

ended 
31.12.05 

$’000 

Six months 
ended 

31.12.04 
$’000 

Note 3  Dividends 
 
Dividends paid during the half year 63,367 54,216 
 
Dividends not recognised at the end of the half year   
   
Since the end of the half year the directors have declared a fully franked interim 
dividend of 15 cents (2004: 13 cents). 
 
The dividend was declared on 22 February 2006 and is payable on 20 March 
2006 with a record date of 6 March 2006. 
 
The aggregate amount of the proposed interim dividend to be paid out of retained 
profits at the end of the half year, but not recognised as a liability is: 44,249 

 
 
 
 
 
 
 

35,654 
   
 
Australian franking credits available for subsequent financial periods based on a tax
rate of 30% 76,602 71,814 
   
 
The above balance of the franking account as at 31 December 2005 would enable Sonic to pay fully franked 
dividends of $178,738,000 in future periods (including the interim dividend noted above). 
 
 
Dividend Reinvestment Plan (DRP) 
The company’s Dividend Reinvestment Plan remains suspended for the 2006 interim dividend and until further 
notice. 
   

 Six months 
ended 

31.12.05 
Cents 

Six months 
ended 

31.12.04 
Cents 

Note 4  Earnings per share    
   

Basic earnings per share 29.6 23.8 

Diluted earnings per share 29.0 23.4 
 
 
 
 Six months 

ended 
31.12.05 

Six months 
ended 

31.12.04 
 Shares Shares 
Weighted average number of ordinary shares used as the denominator   
   
Weighted average number of ordinary shares used as the denominator in 
calculating basic earnings per share 281,400,943 

 
270,099,052 

 
Weighted average number of ordinary shares and potential ordinary shares used 
as the denominator in calculating diluted earnings per share 287,176,851 

 
 

275,035,800 
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 
For the half year ended 31 December 2005 
 
 

Note 5  Business combination   
   
On 1 October 2005 Sonic acquired an 82% equity interest in Clinical Pathology Laboratories, Inc. (“CPL”), an entity 
incorporated in the United States of America. 
 
The initial accounting has been determined only provisionally as at the date of this report.  Sonic is in the process of 
finalising fair values for identifiable assets and liabilities and the cost of the acquisition. 
 
Sonic has provisionally recognised a total cost of investment of $429,800,000 in relation to the acquisition including a 
provision for deferred acquisition costs and also other costs directly attributable to the combination. 
 
The CPL acquisition has contributed $3,553,000 to the net profit of the Group for the period. 

 
 

Note 6  Working capital deficiency 
 
Under AIFRS, Sonic is required to show as at 31 December 2005 the full amount of the CPL acquisition bridge debt 
facility ($403.4million) as a current liability, as it expires in March 2006.  As a result the Consolidated Balance Sheet 
shows a deficiency of working capital of $398.9 million.  Sonic is in the process of refinancing the bridge facility with 
senior debt, and has already received commitments (subject only to finalising documentation) for a revised senior 
debt facility of $1 billion, more than sufficient to repay the bridge. 
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 
For the half year ended 31 December 2005 
 

 
 

Note 7  Contributed equity 
                  
  31.12.05 

Shares 
30.6.05 
Shares 

31.12.05 
$’000 

30.6.05 
$’000 

     
Share capital      
 Fully paid ordinary shares  293,491,820 274,740,648 1,169,950 909,912 
      
 
 
Movements in ordinary share capital: 
 
Date 

 
Details 

 
Number of 

shares 

 
Issue 
price 

 
$’000 

   
1/7/05 Opening balance 274,740,648  909,912 
     
24/8/05 Shares issued to executives under remuneration 

arrangements 
 

30,750 
 

- 
 

- 
 
25/10/05 

 
Share placement to institutions 15,474,553 14.54 225,000 

 
8/12/05 

 
Shares issued to shareholders under Shareholder Purchase 
Plan (SPP) 2,079,869 13.99 29,097 

     
 Costs associated with share placement and SPP - - (2,182) 
     
Various Shares issued following exercise of employee options 1,166,000 Various 7,597 
     
Various Transfers from equity remuneration reserve   526 
     
31/12/05 Closing Balance 293,491,820  1,169,950 
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For the half year ended 31 December 2005 
 
 
 

Note 8  Unlisted share options 
 
 
Exercise 

Price 
Expiry Date Options at 

30.6.05 
Options 

Exercised 
Options 

Forfeited 
Options 
Granted 

Options at 
31.12.05 

       
5.32 20/04/2010 200,000 (200,000) - - - 
7.38 20/04/2006 2,281,450 (655,250) (5,000) - 1,621,200 
4.66 16/05/2007 971,500 (155,750) - - 815,750 
6.01 07/02/2008 80,000 (20,000) - - 60,000 
6.30 15/02/2008 650,000 (135,000) - - 515,000 
7.57 19/12/2008 215,000 - - - 215,000 
6.75 31/08/2009 3,000,000 - - - 3,000,000 
7.50 26/11/2009 1,540,000 - - - 1,540,000 
9.51 23/07/2009 10,000 - - - 10,000 
9.56 23/07/2009 370,000 - - - 370,000 
7.50 22/08/2010 - - - 1,540,000 1,540,000 

   
9,317,950 

 
(1,166,000) (5,000) 

 
1,540,000 

 
9,686,950 

       
       
Note 9  Reserves   
 31.12.05 

$’000 
30.6.05 

$’000 
 
Foreign currency translation reserve (1,368) (3,557) 
Hedge accounting reserve 658 - 
Equity remuneration reserve 8,112 5,795 
Share option reserve (relating to Schottdorf Group acquisition) 4,410 4,410 
 

11,812 
 

6,648 
   
   
Note 10  Net tangible asset backing   
 31.12.05 

$ 
30.6.05 

$ 
 
Net tangible asset backing per ordinary security (1.45) 

 
(1.18) 

   
   
   
Note 11  Non cash financing and investing activities   
 
Plant and equipment with an aggregate fair value of $1,107,000 (2004: $15,076,000) was acquired by means of finance 
leases and is therefore not reflected in the Statement of Cash Flows. 
 
During the six months to 31 December 2005 1,540,000 options and 30,750 fully paid up ordinary shares were issued to 
Dr C.S. Goldschmidt and C.D. Wilks under the terms of the executive incentive scheme. 
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For the half year ended 31 December 2005 

 
Note 12  Ratios   
 Six months 

ended 
31.12.05 

Six months 
ended 

31.12.04 
 
Profit before tax/revenue 
Consolidated profit from ordinary activities before tax as a percentage of revenue 16.1% 

 
14.7% 

 
Profit after tax/equity interests 
Consolidated net profit from ordinary activities after tax attributable to members as 
a percentage of equity (similarly attributable) at the end of the half year 6.8% 

 
 
 

7.2% 
   

 
Note 13  Events occurring after the balance sheet date   
   
Since the end of the financial period, the directors are not aware of any matter or circumstance not otherwise dealt with 
in these financial statements that has significantly or may significantly affect the operations of the consolidated entity, 
the results of those operations or the state of affairs of the consolidated entity in subsequent financial years other than 
as follows: 
 
On 22 February 2006 Sonic’s Directors declared an interim dividend of 15 cents per ordinary share payable on 20 
March 2006.  Sonic’s Dividend Reinvestment Plan remains suspended for this dividend and until further notice. 
   
   
Note 14  Explanation of transition to Australian equivalents to International Financial Reporting 

Standards (AIFRS) 
 
The impacts of adopting AIFRS on the total equity and profit after tax as reported under Australian Accounting 
Standards applicable before 1 January 2005 (“AGAAP”) are illustrated below: 
 
(i) Reconciliation of total equity as presented under AGAAP to that under AIFRS 
 
  

Note 
30.6.2005 

$’000 
31.12.2004 

$’000 
1.7.2004 

$’000 
     
Total equity under AGAAP  882,633 857,034 847,787 
     
De-recognition of restructure provisions (a) - 4,137 4,287 
Adjustments to goodwill and identifiable intangibles (b) 65,320 31,114 (1,184) 
Adjustments to deferred tax balances (c) (3,106) (1,258) (1,106) 
 
Total equity under AIFRS 

  
944,847 

 
891,027 

 
849,784 

     
(ii)  Reconciliation of profit after tax under AGAAP to that under AIFRS 
  

 
 

Note 

 
Year ended 

30.6.2005 
$’000 

6 months 
ended 

31.12.2004 
$’000 

    
Profit after tax as previously reported under AGAAP  77,464 35,303 
    
De-recognition of restructure provisions (a) (5,522) (2,341) 
Adjustments to goodwill and identifiable intangible amortisation (b) 67,544 33,350 
Adjustments to deferred tax balances (c) (279) (51) 
Share based payment expense (d) (3,954) (2,027) 
Movement in minority interest share of profit  90 44 
 
Profit after tax under AIFRS 

  
135,343 

 
64,278 
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 
For the half year ended 31 December 2005 
 
Note 14 (cont) 
 
Notes to the reconciliations 
 
 

(a) Derecognition of restructure provisions 
 
Under AASB3 provisions for restructuring costs existing at 1 July 2004 that arose as part of acquisition 
accounting where the acquiree had not, at the acquisition date, recognised an existing liability for restructuring, 
have been released to opening retained earnings as a transition adjustment.  
 
(b) Adjustments to goodwill and identifiable intangibles 
 
Sonic’s AGAAP accounting policy was to amortise goodwill over 20 years and identifiable intangibles over 50 
years.  Under AIFRS goodwill and indefinite life intangibles are no longer amortised, but instead are subject to 
impairment testing. 
 
Under the transitional arrangements of AASB 1 there is an option to apply AASB 3 Business Combinations 
prospectively from the transition date to AIFRS.  Sonic has chosen this option rather than to restate all previous 
business combinations.  
 
Under AASB 3 there is a requirement to bring to account all identifiable intangibles acquired in a business 
combination entered into since the date of transition to AIFRS that meet the recognition and measurement 
criteria set out in AASB 138 Intangible Assets. 
 
Sonic acquired a majority interest in IPN in the prior financial period.  In restating this acquisition under AIFRS an 
identifiable intangible not recognised under AGAAP has been recognised on acquisition and associated 
amortisation expense has arisen in the restated financial results. 
 
The carrying value of goodwill has been reduced by the derecognition of restructure provisions created under 
AGAAP. 
 
(c) Income tax 
 
Under AASB 112 Income Taxes, deferred tax balances are determined using the balance sheet method which 
calculates temporary differences based on the carrying amounts of an entity’s assets and liabilities in the 
statement of financial position and their associated tax bases.  In addition, current and deferred taxes attributable 
to amounts recognised directly in equity are also recognised directly in equity. 
 
The identified tax adjustments to Sonic’s consolidated deferred tax balances that arose on transition to AIFRS 
included the recognition of deferred tax assets relating to deductible costs not previously recognised under 
AGAAP, and an increase in deferred tax liabilities relating to the requirement to recognise directly in the foreign 
currency translation reserve (FCTR) tax amounts attributable to amounts recognised directly in the FCTR. 
 
(d) Share-based payment expense 
 
Under AASB 2 Share-Based Payment, Sonic is required to recognise an expense for all share-based 
remuneration.  Under AGAAP no expense was recognised for equity-based compensation. 
 
Under the transitional exemptions of AASB 1 Sonic has elected not to apply AASB 2 to equity instruments issued 
prior to 7 November 2002. 
 
The share based remuneration expense in the profit and loss is offset via a credit against the share based 
payment reserve.  Consequently there is no net change in consolidated equity. 
 
 

 



 
Sonic Healthcare Limited 

ASX Appendix 4D 
31 December 2005 

 

 Page 27 of 30 

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 
For the half year ended 31 December 2005 
 
 
Note 14 (cont) 
 
 

(e) Other changes not impacting equity or net profit 
 
Foreign currency translation reserve: cumulative translation differences 
Sonic has elected to apply the exemption in AASB 1 that permits the resetting of the FCTR to nil as at the date of 
transition.  As such, on transition, the FCTR decreased by $7,318,000 with a corresponding increase in retained 
earnings.  
 
Internally developed software 
Internally developed software assets recognised under AGAAP as part of fixed assets are defined under AASB 
138 as identifiable intangibles.  These assets have been reclassified from fixed assets to intangible assets on 
transition to AIFRS with no effect on profit or equity. 
 
Revenue disclosures in relation to the sale of non-current assets 
Under AIFRS, the net gain or net loss recognised in relation to the sale of a non-current asset is reported as 
either income or expense.  This is in contrast to the previous AGAAP treatment under which the gross proceeds 
from the sale were recognised as revenue and the carrying amount of the assets sold is recognised as an 
expense.  The net impact on profit of this difference is nil. 
 
If AIFRS had been applied during the six months to 31 December 2004 and the year ended 30 June 2005, the 
consolidated revenue from ordinary activities would have been $834,000 and $1,507,000 lower than as reported 
under AGAAP. 
 
Asset revaluation reserve 
On transition to AIFRS Sonic deemed the carrying value of all items of property, plant and equipment to be cost 
from the date of transition.  The revaluation reserve of $982,000 in the opening balance sheet of the parent and 
consolidated entity was written off against opening retained earnings as an AIFRS transition adjustment. 
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Directors’ declaration 
 
 
 
 
In the directors’ opinion: 
 
(a) the financial statements and notes set out on pages 6 to 27 are in accordance with the Corporation Act 2001, 

including: 
 

(i) complying with Accounting Standards, the Corporation Regulations 2001 and other mandatory 
professional reporting requirements, and 

(ii) giving a true and fair view of the consolidated entity’s financial position as at 31 December 2005 
and of its performance, as represented by the results of its operations and its cash flows, for the 
half-year ended on that date; and 

 
(b) there are reasonable grounds to believe that Sonic Healthcare Limited will be able to pay its debts as and 

when they become due and payable. 
 
This declaration is made in accordance with a resolution of the directors. 
 
 

 

Dr C.S. Goldschmidt 
Director 
 
 

 
C.D. Wilks 
Director 
 
 
 
Sydney 
22 February 2006 
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Independent review report to the members of Sonic 
Healthcare Limited 
 
 
Matters relating to the electronic presentation of the reviewed financial report 
This review report relates to the financial report of Sonic Healthcare Limited  (the company) for the half-year ended 
31 December 2005 included on Sonic Healthcare Limited’s web site.  The company’s directors are responsible for 
the integrity of the Sonic Healthcare Limited web site.  We have not been engaged to report on the integrity of this 
web site.  The review report refers only to the financial report identified below.  It does not provide an opinion on 
any other information which may have been hyperlinked to/from the financial report.  If users of this report are 
concerned with the inherent risks arising from electronic data communications they are advised to refer to the hard 
copy of the reviewed financial report to confirm the information included in the reviewed financial report presented 
on this web site. 
 
Statement 
Based on our review, which is not an audit, we have not become aware of any matter that makes us believe that the 
financial report of Sonic Healthcare Limited: 

• does not give a true and fair view, as required by the Corporations Act 2001 in Australia, of the financial 
position of the Sonic Healthcare Group (defined below) as at 31 December 2005 and of its performance for 
the half-year ended on that date, and 

• is not presented in accordance with the Corporations Act 2001, Accounting Standard AASB 134: Interim 
Financial Reporting and other mandatory financial reporting requirements in Australia, and the 
Corporations Regulations 2001. 

This statement must be read in conjunction with the rest of our review report. 
 
Scope 

The financial report and directors’ responsibility 
The financial report comprises the balance sheet, income statement, statement of changes in equity, cash flow 
statement, accompanying notes to the financial statements, and the directors’ declaration for the Sonic Healthcare 
Group (the consolidated entity), for the half-year ended 31 December 2005. The consolidated entity comprises both 
Sonic Healthcare Limited and the entities it controlled during that half-year. 
 
The directors of the company are responsible for the preparation and true and fair presentation of the financial 
report in accordance with the Corporations Act 2001. This includes responsibility for the maintenance of adequate 
accounting records and internal controls that are designed to prevent and detect fraud and error, and for the 
accounting policies and accounting estimates inherent in the financial report. 
 

Review approach 
We conducted an independent review in order for the company to lodge the financial report with the Australian 
Securities and Investments Commission. Our review was conducted in accordance with Australian Auditing 
Standards applicable to review engagements. For further explanation of a review, visit our website 
http://www.pwc.com/au/financialstatementaudit. 
 
 
 
Liability limited by a scheme approved under Professional Standards Legislation 
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We performed procedures in order to state whether, on the basis of the procedures described, anything has come to 
our attention that would indicate that the financial report does not present fairly, in accordance with the 
Corporations Act 2001, Accounting Standard AASB 134: Interim Financial Reporting and other mandatory 
financial reporting requirements in Australia, a view which is consistent with our understanding of the consolidated 
entity’s financial position, and its performance as represented by the results of its operations, changes in equity and 
cash flows. 
 
We formed our statement on the basis of the review procedures performed, which included: 
• inquiries of company personnel, and 
• analytical procedures applied to financial data. 

Our procedures include reading the other information included with the financial report to determine whether it 
contains any material inconsistencies with the financial report. 
 
These procedures do not provide all the evidence that would be required in an audit, thus the level of assurance 
provided is less than that given in an audit. We have not performed an audit, and accordingly, we do not express an 
audit opinion. 
 
While we considered the effectiveness of management’s internal controls over financial reporting when 
determining the nature and extent of our procedures, our review was not designed to provide assurance on internal 
controls. 
 
Our review did not involve an analysis of the prudence of business decisions made by directors or management. 

 

Independence 
In conducting our review, we followed applicable independence requirements of Australian professional ethical 
pronouncements and the Corporations Act 2001. 
 

 
PricewaterhouseCoopers 
 

 
 
B K Hunter Sydney 
Partner 22 February 2006 

 


