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The 2009 financial year was an exceptional year for Sonic
Healthcare. Revenues reached A$3 billion, a significant
milestone in the company’s history and a 27% increase on the
prior year. Earnings per share increased 16%, representing
the company’s 14th consecutive year of double-digit EPS
growth. Strong organic revenue growth and significant margin
expansion were achieved in Sonic’s three largest markets —
Australia, the USA and Germany - despite ongoing market
uncertainty and stress associated with the global financial
crisis. The year in review also saw Sonic push ahead with its
important strategy of synergy capture, particularly in Germany
and the USA - successful, measurable outcomes of this
strategy were achieved through initiatives of infrastructure
rationalisation, centralisation of testing, global purchasing,
cost streamlining and IT innovation, amongst others.

Although acquisition activity slowed deliberately in tandem with the global
credit crisis, the period nevertheless allowed Sonic the opportunity to
significantly strengthen its balance sheet in the interim. Consistent strong
cash flows, a successful equity raising in November 2008 and new debt
facilities all contributed to the substantial increase in headroom available
for future growth. With even greater security and financial flexibility,
Sonic is now strongly positioned to move forward comfortably to resume
its traditional acquisitional growth strategy, preferentially in the USA,
Germany and other selected European countries, where fragmented
markets provide good synergy opportunities.

Sonic’s Australian pathology division performed with distinction,
achieving an organic growth rate of 9%, substantially above the 4.8%
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general industry growth. Outstanding service delivery, innovative product
offerings and the execution of prudent long-term strategies will continue
to drive growth in this division. In its key Australian geographical sectors,
Sonic holds dominant positions in the high-end hospital and specialist-
referral markets, where established expertise in esoteric testing will
continue to form the basis for sustained organic growth. Sonic is now the
clear market leader in Australian pathology, with revenues 20% higher than
its nearest competitor.

Sonic enjoys a premier growth position in the USA laboratory market,
having established a strong foothold over the past years and having
consolidated this position through the 2009 financial year. Strong organic
growth rates have been matched by ongoing synergy capture, achieved
through physical mergers, inter-company referrals, national purchasing
and other initiatives. Sonic’s Apollo I'T system was successfully launched
in the company’s Southeast division in April 2009 — this is the first
location outside of Australia to implement this proprietary and innovative
laboratory information system. The acquisition of Clinical Laboratories
of Hawaii and its associated anatomical pathology practice, Pan Pacific
Pathologists, was completed in September 2008, with subsequent smooth
integration of both entities into the Sonic Healthcare USA structure.
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Net Operating Cash Flow $M
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Although Sonic’s radiology division has continued to face challenging

market conditions over recent years, there is an expectation of improved
performance in response to government mandated fee increases, effective
1 November 2009. Despite difficult conditions, Sonic’s radiology
practices continue to provide outstanding services and to contribute in no
small measure to Sonic’s high standing as a leading medical diagnostics
company.

IPN became a wholly-owned subsidiary in September 2008. This
transition occurred seamlessly and IPN now operates comfortably within
the Sonic family. It has grown dramatically this financial year, both
organically and through medical centre acquisition. IPN’s differentiated
market model, backed by a strong and stable management team, will work
to ensure that IPN continues to perform with distinction.

Over the 22 years of its history, Sonic Healthcare has progressed to
become an international medical diagnostics company, with an outstanding
reputation for professional excellence and uncompromising integrity.
From an investment point of view, the company presents a compelling
proposition, with combined proven attributes of growth, security and
deeply embedded corporate culture and values.

In terms of its growth record, over the past 16 years, Sonic has delivered
compound annual revenue and earnings per share growth rates of 33%
and 23% respectively. The global diagnostics industry in which Sonic
operates is in strong growth mode itself, driven by combined influences of
population ageing, new test development and an increasing emphasis on
preventative medicine.

From a security perspective, the company’s balance sheet is at
investment grade standard, risk is spread by virtue of multinational, global
operations, Sonic holds market leadership positions in Australia, Germany
and the UK — and a solid number three position in the large US laboratory
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market and in Switzerland — and the company enjoys management stability
throughout its operations.

It is my view that Sonic’s culture and values represent the greatest
innate strength of the organisation — they provide invaluable product
differentiation and competitive advantage in all the company’s markets.
The formation of SonicConnect, an internal Sonic division to foster the
company’s cultural and operational uniqueness to its people, will ensure
that this advantage becomes deeply embedded into the fabric of the
organisation.

The solid achievements over the year highlight the underlying strength
and resilience of Sonic Healthcare. The company’s success is directly
attributable to its people, now numbering more than 22,000 in six
countries and in three continents. The innovation, expertise, loyalty
and hard work of Sonic’s global staff are directly responsible for the
outstanding international reputation that Sonic enjoys today and I would
like to end this report by thanking all Sonic people for their contribution to
the company’s outstanding achievements to date.

Dr Colin Goldschmidt
CEO and Managing Director








